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CHAPTER 336
'UNIFORM COMMERCIAL CODE ; -

Article 1
GENERAL PROVISIONS
Part 1
SHORT TITLE, CONSTRUCTION,
APPLICATION, AND :
SUBJECT MATTER OF THE CHAPTER

336.1-101 Short title and numbering system.

336.1-102 Purposes; rules of construction;
variation by agreement.

336.1-103 Supplementary general principles of
law applicable.

336.1-104 Construction against implicit repeal.

336.1-105 Territorial application of the chapter;
parties’ power to choose applicable
law.

336.1-106 Remedies to be liberally
administered.

336.1-107 Waiver or renunciation of claim or
right after breach.

336.1-108 Severability. -

336.1-109 Section captions.

Part 2 .
GENERAL DEFINITIONS AND PRINCIPLES
OF INTERPRETATION

336.1-201 General definitions.

336.1-202 Prima facie evidence by third party
documents.

336.1-203 Obligation of good faith.

336.1-204 Time; reasonable time; “seasonably”.

336.1-205 Course of dealing and usage of trade.

336.1-206 Statute of frauds for kinds of personal
property not otherwise covered.

336.1-207 Performance or acceptance under

. . reservation of rights.

336.1-208 Option to accelerate at will.
336.1-209 Subordinated obligations. - iy
Article 2
SALES
Part 1
SHORT TITLE, GENERAL CONSTRUCTION
AND SUBJECT MATTER

336.2-101 Short title.

336.2-102 Scope; certain security and other
transactions excluded from this
article. '

336.2-103 Definitions and index of definitions.

336.2-104 Definitions: “merchant”; “between
merchants”; “financing agency.”

336.2-105 Definitions: transferability; “goods”;
“future” goods; “lot”; “commercial
unit.”

336.2-106 Definitions: “contract”; “agreement’;
“contract for sale”; “sale”; “present
sale”; “conforming to contract”;
“termination”; “cancellation.”

336.2-107 Goods to be severed from realty;
recording.

) Part 2
FORM, FORMATION AND READJUSTMENT
OF CONTRACT

336.2-201 Formal requirements; statute of
frauds.

336.2-202 Final written expression; parol or
extrinsic evidence.

336.2-203 Seals inoperative. |

336.2-204 Formation in general.

336.2-205 Firm offers.

336.2-206 Offer and acceptance in formation of
contract.

336.2-207 Additional ferms in acceptance or
confirmation. )

336.2-208 Coursé of performance or practical

. construction. -
336.2-209 Modification, tescission and waiver.
336.2-210 Delegation of performance;
" assignment of rights.
Part 3
GENERAL OBLIGATION AND
CONSTRUCTION OF CONTRACT

336.2-301 General obligations of parties.

336.2-302 Unconscionable contract or clause.

336.2-303 Allocation or division of rigks.

336.2-304 Price payable in inoney, goods, realty,
or otherwise. '

336.2-305 Open price term. .

336.2-306 Output, requirements and exclusive
dealings. .

336.2-307 Delivery in single lot or several lots.

336.2-308 Absence of specified place for
delivery.

336.2-309 Absence of specific time provisions;
notice of termination.

336.2-310 Open time for payment or running of
credit; authority to ship under
reservation.

336.2-311 Options and cooperation respecting
performance.

336.2-312 Warranty of title and against
infringement; buyer’s obligation
against infringement.

336.2-313 Express warranties by affirmation,

. promise, description, sample.

336.2-314 [Implied warranty; merchantability;
usage of trade.

336.2-315 - Implied warranty; fitness for
particular purpose.

336.2-316 Exclusion or modification of

warranties.

336.2-317 Cumulation and conflict of warranties
express or implied. ’

336.2-318 Third party beneficiaries of
warranties express or implied.

336.2-319 EO.B.and FA.S. terms.

336.2-320 C.LF and C.& F. terms.

336.2-321 C.LF or C.& F.: “net landed
weights”; “payment on arrival”;
‘warranty of condition on arrival.

336.2-322 Delivery “ex—ship”.

336.2-323 Form of bill of lading required in
overseas shipment; “overseas”.

336.2-324 “No arrival, no sale” term,

336.2-325 “Letter of credit” term; “confirmed
credit”.

336.2-326 Sale on approval and sale or return;
consignment sales and rights of
creditors.

336.2-327 -Special incidents of sale on approval
and sale or return.

336.2-328 Sale by auction.

Part 4
TITLE, CREDITORS AND GOOD
FAITH PURCHASERS

336.2-401 Passing of title; reservation for’
security; limited application of this
section.

336.2-402 Rights of seller’s creditors against
sold goods.
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336.2-403 Power to transfer; good faith purchase
of goods; “entrusting”.
" Part 5
PERFORMANCE :
336.2-501 Insurable interest in'goods; manner of
identification of goods.
336.2-502 Buyer’s right to goods on seller’s
insolvency.
336.2-503° Manner of seller’s tender of delivery.
336.2-504 Shipment by seller.
336.2-505 Seller's shipment under reservation.
336.2-506 " Righis of financing agency. o
336.2-507 Effect of seller’s tender; delivery on
condition. . :
336.2-508 Cure by seller of improper tender or
} delivery; replacement.
336.2+509 Risk of loss in the absence of breach..
. 336.2-510 Effect of breach on-risk-of loss.
336.2-511 Tender of payment by buyer payment
by check. i
336.2-512 Payment by buyer before mspecuon
336.2-513 Buyer’s right to inspection of goods. .
336.2-514 When documents deliverable on
. acceptance; when on payment.
336.2-515. - Preserving evidence-of goods in
’ dispute. ;
. Part6 ; )
BREACH, REPUDIATION AND EXCUSE .
336.2-601 Buyer’s rights on improper delivery.
336.2-602 Manner and effect of rightful
- rejection.
336.2-603 Merchant buyer’s duties as to
rightfully rejected goods.
336.2-604 Buyer’s options ; asto salvage of
rightfully rejected goods.
336.2-605 Waiver of buyer’s objections by -
failure to particularize.
336.2-606 What consitutes acceptance of goods
336.2-607 Effect of acceptance; notice of

breach; burden of establishing breach™

after acceptance; notice of claim or
litigation to pérson answerable over.
336.2-608 Revocation of acceptance in Whole.or
v in part.
336.2-609 Right to adequate assurance of
performance. ' k

336.2-610 Anticipatory repudlauon. A

336.2-611 Retraction of anticipatory repudiation.
336.2-612 *“Installment contract”; breach.
336.2-613 Casualty to identified goods: .~ -
336.2-614 Substituted performance.
336.2-615 Excuse by failure of presupposed

conditions.
336.2-616 Procedure on notice claiming-excuse.

Part 7
. REMEDIES |

336.2-701 Remedies for breach of collateral

contracts not impaired:. .
336.2-702 Seller’s remedies on discovery of.

: buyer’s.insolvency.. .

336.2-703 Seller’s remedies in general :
336.2-704 Seller’s nght to identify goods to the ;

_contract notwithstanding breach or to- o

salvage unfinished goods. o
336.2-705 Seller's stoppage of delivery in transit
’ or otherwise.

3362-706 Seller’s resale mcludmg contract for

o resale.
336.2-707 *“Person in the position of a seller”.
336.2-708 Seller’s damages for nonacceptance
" or repudiation.

336.2-709 * Action for the price.

336.2-710 Seliet’s incidental damages.

336.2-711 Buyer’s remediés in general; buyer’s
) security interest in rejected goods.

-UNIFORM COMMERCIAL CODE

-336.2-712 “Cover”; buyer’ s procurement of ’

’ substltute goods. -

336:2-713 Buyer’s damages for nondehvery or

“ repudiation.
336.2-714 Buyei’s damages for breach in rega:d
"~ {o accepted goods.
336:2-715 ‘Buyer’s incidental and cousequenual
“'damages. -
336 2-716 Buyer’s right to specific-performance
or replevin.’ - .
336:2-717 ‘Dediction of damiages from the price.
336.2-718 Liquidation or limitation of damages;
deposits.

336.2:719 Contractual modlﬁcatlon or limitation’

B of remedy.
336.2-720 * ‘Eifect of “cancellation™ or
rescission on claims for antecedent
+" breach." ) '
336.2-721 Remedles for fraud.
336.2-722 Who can sue ‘third parties for injury to
" ‘gdods.
336.2-723 Proof of market price; time and place.
336.2-724- Admissibility of market quotations.
336.2-725 Statute of lumtatlons in contracts for
sale.
ARTICLE 2A =~ LEASES
PART 1. GENERAL PROVISIONS
336.2A-101 Short title.
336.2A-102 Scope.
336.2A~103 Definitions and index of definitions.
336.2A-104 Leases: subJect to other statutes.

" 336.2A~105 Territorial application of article to

goods covered by certificate of utle

336.2A-106 Limitation on power of parties to’
consurner lease to choose applicable
law and judicial forum. "

336.2A-107 Waiver or renunciation of ¢laim or
right after default. :

336.2A~108 Unconscionability.

336.2A-109 Option to accelerate at will.

PART 2. FORMATION AND CONSTRUCTION

OF LEASE CONTRACT

336.2A-201 Statute of frauds. - - -

336.2A-202 Final written expression; parol or
extrinsic evidence. '

336.2A-203 Seals inoperative.

336.2A-204 Formation in general

336.2A-205 Firm offers.’ :

336.2A-206 Offer and acceptance in formanon of
‘lease contract.

336.2A-207 Course of performance or practical

. construction.

336.2A-208 Modification, fescission and waiver.

336:2A-209 Lessee under finarice lease as ‘.
beneficiary of supply contract.

336.2A-210Express warranties:. =~ -

336.2A-211 Warranties against mterference and'
against infringement; lessee’s
obligation' against infringement.

336.2A-212Implied warranty of merchantability.

336.2A-213 Implied warranty of fimess for
particular purpose. -

336.2A~214 Exclusion or modification of
warranties.’ ‘

336.2A-215 Cumulation and conflict of warranties
express or implied.

336.2A-216 Third—party beneficiaries of express

' and implied warranties.
336.2A-217 Identification.
336.2A-218 Insurance and proceeds.

. 336.2A-219Risk of loss.

336.2A—220 Effect of default'on risk of loss.”

336.2A-221 Casualty to identified goods.
PART 3. EFFECT OF LEASE CONTRACT

336.2A-301 Enforceability of lease contract.
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336.2A-302 Title to and possession of goods.
336.2A-303 Alienability of party’s interest under
- lease contract or of lessor’s residual. ;
- interest in goods; delegauon of
performance; transfer of rights. - .

336 2A 304 Subsequent lease of goods by lessor.

336.2A-305 Sale or sublease of goods by lessee.

336.2A~306 Priority of certain liens arising by
.+ operation of law. :

336 2A-307 Priority of liens arising by attachment
or levy on, security interests in, and .
other claims to goods. -

336 2A-308 Special rights of creditors.

336,2A-309 Lessor’s and lessee’s rights when . -
goods become fixtures.

336.2A-310Lessor’s and lessee’s rights when _ - -
goods become accessions.

336.2A-311 Priority subject to subordination.

PART 4. PERFORMANCE OF LEASED | -
CONTRACT: P
REPUDIATED, SUBSTITUTED, AND
EXCUSED . ) L
336.2A-401 Insecurity; adequate, assurance of
.. performance.
336.2A—402 Anticipatory repudlatxon

336.2A~403 Retraction of anticipatory repudiation.

336.2A-404 Substituted performance. - :

336.2A—405 Excused performance. ;.

336.2A—406 Procedure on excused performance

336.2A-407 Irrevocable promises; finance leases.

PART 5. DEFAULT
- A.IN GENERAL

336. 2A 501 Default; procedure.

336.2A-502 Notice after default.. .

336.2A-503 Modification or impairment of nghts
and remedies. .

336.2A-504 quuldatJon of damages.

336.2A~505 Cancellation and termination and
effect of cancellauon, termmauon, L
rescission, .or fraud on nghts and

o remedies. e
336 2A~506 Statute of limitations.. ’
336.2A-507 Proof of market rent; time and place.
; B. DEFAULT BY LESSOR

336.2A-508 Lessee’s remedies. - .

336.2A-509 Lessee’s nghts on improper delivery; .
rightful rejection.

336.2A-510 Installment lease contracts; reJecuon .

and default. ;

336.2A-511 Merchant lessee’s duues as to
rightfully rejected goods ;

336.2A-512 Lessee’s duties as to ﬁghtfully
rejected goods.

336 2A~513 Cure by lessor of i lmproper tender or ;
.delivery; replacement..

336.2A-514 Waivér of lessee’s objections.

el

336.2A—515 Acceptance of goods.. . ;. e

i

336.2A-~516 Effect of acceptance of goods; nonce
of default; burden-of establishing

.default after acceptance; notice of

claim or litigation to person
answerable over. .

336.2A-517 Revocation of acceptance of goods. ,

336.2A-518 Cover; substitute goods.

336.2A~519 Lessee’s damages for nondelivery, .
repudiation, default, and breach of

warranty in regard to accepted goods..

336.2A-520 Lessee’s incidental and consequential
- damages.’

* 336.2A-521 Lessee’s nght‘tc specific performance‘

or replevin.

336.2A-522 Lessee’s right o éoods on lessor S '

insolvency. . .
C. DEFAULT BY LESSEE
336.2A-523 Lessor’s remedies.
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336.2A-524 Lessor’s right to identify goods to
) lease contract. )
336.2A-525 Lessor’s right to possession of goods.
336.2A-526 Lessor’s stoppage of delivery in
PP . transit.or otherwnse -
336 2A-527 Lessor’s rights to dlspose of goods.
336.2A-528 Lessor’s damages for nonacceptance,
failure to pay, repudlatlon, or other
s+ default.
336.2A-529 Lessor’s action for the rent.
336.2A-530Lessor’s incidental damages. -
336.2A-531 Standing to sue third pames for injury
to goods. :
Article 3. -
+ NEGOTIABLE INSTRUMENTS
< Partl .

GENERAL PROVISIONS AND DEFINITIONS
336.3-101 ‘Shorttitle. - - . L
336.3-102 - Subjéct-matter.

336.3-103 Definitions.
336.3-104 ' Negotiable instrument:
336.3-105 Issue of instrument. -
336.3-106 ‘Unconditional promise or order.
336.3-107 Instrument payable in foreign money.
336.3-108° Payable on demand or at definite i
time.
336.3-109 Payable to bearér or to order.
336.3-110 Idenuﬁcauon of pérson to whom
“"“ instrument is payable.
336.3-111" Placé of payment.
336.3-112 Interest.
336.3-113 Date of instrument.
336.3-114 Contradlctory terms of i instrument.
336.3-115 Incomplete instrument.
336.3-116 ,,:Jomt and several llablhty,
" contribution. .
336.3-117, . Other, agreements affectmg
. instrument.
336.3-1 18 .Statute of hmmmons
336.3-119 Notice of right to defend action.
oo Part2
NEGOTIATION TRANSFER, AND
ENDORSEMENT
336.3-201 Negotiation. -
336.3-202 Negotiation subject to rescission.
336.3-203 Transfer of instrument; nghts
;.. acquired by transfer.
336.3-204 Endorsement. . .
336.3-205 Special endorsement; blank
endorsement; anomalous
endorsement.
336.3-206 Restrictive endorsement. -
336.3-207 Reacquisition.
Part 3
ENFORCEMENT OF INSTRUMENTS
336.3-301 + Person‘entitled to enforce instrument.
336.3-302 Holder-in due course.
336.3-303° Value and consideration.
336.3-304 Overdue mstrumem
336.3-305 * Défenses and claims in rccoupmem

336:3-306 " Claims to an instrument.

336.3-307 Notice of breach of fiduciary duty.
336.3-308 Proof of signatures and status as
©* " "holder in die course.
336.3-309 Enforcement of 1ost, destroyed or
' * stolen instrument.
336.3-310 Effect of instrument on obligation for
‘ which taken. .
336.3-311 Accord and sausfacuon by use of"
instrument. '
336.3-312 Lost, desr.royed or slolen cash:er s
. _ check, teller s check, or cemﬁed
*check.
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Part 4
LIABILITY OF PARTIES

336.3-401 Signature.

336.3-402 Signature by representative.

336.3-403  Unauthorized signature.’

3363404 Impostors; fictitious payees.

336.3-405 Employer’s responsibility for 7

‘ fraudulent endorsement by employee.

336.3-406 Negligence contributing to forged

- signature or altération of mstrument

336.3-407 Alteration.

336.3408 Drawee not liable on unaccepted
draft. * ' ‘

336.3-409 Acceptance of draft; certified check.

336.3-410 Acceptance varyirig draft.

336.3-411 Refusal to pay cashier’s checks,
tellér’s checks, and certified checks.

336.3-412 Obligation of issuér of note or -

. ) cashier’s check. ’ :

336.3-413 Obligation of accepior.

~ 336.3-414 Obligation of drawer.

336.3415 Obligation of endorser.

336.3-416 'Transfer warranties.

336.3-417 Presentment warranties.’ ’

336.3-418 Payment or acceptance by mistake.

336.3-419 Instruments signed for - ’
accommodation.

:336.3—420 - Conversion of instrurhent.

Part'5
DISHONOR

336.3-501 Présentirient.

336.3-502 Dishonor. <" 277

336.3-503 Notice of dishonor.

336.3-504 Excused presentment and notice of
dishonor. - i 7 4 it

336.3-505 Evrdence of drshonor

'DISCHARGE AND PAYMENT

336.3-601 Dlscharge and effect of dlscharge

336.3-602 Payment.* i

336.3-603 Tender of payment.

336.3—604 ' Discharge by cancellation or
‘fenunciation.

- 336.3-605 ' Discharge of endorsers and
accommodation parties.
Part 7 ¢
ADVICE OF INTERNATIONAL
- * SIGHT DRAFT
Part8 -
MISCELLANEOUS
’ Article 4
BANK DEPOSITS AND COLLECTIONS
Part1 - .
GENERAL PROVISIONS AND DEFINITIONS

336.4-101 Short title. :

336.4-102 Applicability.

336.4-103  Variation by agreement; measure of
damages; action constituting ordinary
care. co

336.4-104 Definitions and index of definitions.

336.4-105 “Bank”; “depositary bank”; °
“intermediary bank”’; “collecting
bank”; “payor bank”; “presenting -
bank”. -

336.4-106 Payable through or payable at bank; -
collecting bank.

336.4-107 Separate office of bank.

336.4-108 Time of receipt of items.

336.4-109 Delays. :

336.4-110 Electronic presentment.

336.4-111 Statute of limitations.

UNIFORM COMMERCIAL CODE

‘ Part2

COLLECTION OF ITEMS: DEPOSITARY AND
COLLECTING BANKS '

336.4-201 Status of collectmg bank as agent and
provisional status of credits; i
apphcabrllty of arucle, item endorsed

“pay any bank”.
336.4-202 Responsibility for collecuon or
. return; when action timely.

336.4-203 Effect of instructions.

336.4-204 Methods of sending and presenting;
sending directly to payor bank..

336.4-205 Depositary bank holder of unendorsed

. <item. ' ‘

336.4-206 Transfer between banks.

336.4-207 Transfer warranues

336.4-208 * Presentment warranties,

336.4~209 Encoding and retention warranties.

336.4-210 Security interest of collecting bank in

o items, accompanying documents, and
proceeds. .
336.4-211 When bank gives value for purposes
. of holder in due course.

336.4-212 Presentment by notice of item not -
payable by, through, or at bank;
liability of drawer or endorser.

336:4-213 - Medium and time of settlemeént by: " *
bank. AR

336.4-214 -Right of chargeback or refund;’

! liability of collectmg bank return of
item.

336.4-215 Final payment of itern by payor bank

~ when provisional debits and credits
become final; when certain credits
become available for’ wr(hdmwal
336.4—216 Insolvency and preference )
Part 3 .
COLLECTION OF ITEMS: PAYOR BANKS .
336.4-301. . Deferred posting; recovery,of .
payment by return of items; time of -
dishonor; return of items by payor
v v -bank, o
336:4-302  Payor bank’s responsrblllty for late
o return of itém.
336.4-303 When itéms subject to notice,”
"stop-payment order, legal process, or
setoff; order in which items may be
‘¢tharged or certified.
Part4
RELATIONSHIP BETWEEN PAYOR BANK
" . ANDITSCUSTOMER Car
336.4—401 ‘When bank may charge customer’s
. - account. .
336.4-402 Bank’s liability to customer for
wrongful dishonor; time of
determining insufficiency of account.
336.4-403 Customer’s right to stop payment
burden of proof of loss.* -~ e
336.4-404 Bank not-obliged to pay check more
than six months old.
336.4-405 Death or incompetence of custorner.
336.4-406 Customer’s duty to discover and™
""" report unauithotized signature or
alteration. i
336.4-407 Payor bank’s right to subrogation on
" improper payment.
" Pan5
COLLECTION OF DOCUMENTARY DRAFTS
336.4-501 Handling of documentary drafts; duty
to send for presentment and to notify
customer of dishonor.
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336.4-502 Presentment of “on arrival” drafts.
336.4-503 Responsibility of presenting bank for
. documents and goods; report of
'reasons for dishonor; referee in case
e of need.
336.4-504 " Privilege of présenting bank to deal
7 with'goods; seéhn'ty interest for
expenses.
: Article 4A ©
. FUND TRANSFERS
. Part 1 ‘
SUBJECT MATTER AND DEF[NITIONS
'336.4A-101 Short title.
336.4A—-102 Subject matter.
336.4A-103 Payment order—deﬂmuons
336.4A-104 Funds transfer—definitions.
336.4A~105 Other definitions.
336.4A-106 Time payment order is recelved
336.4A~107 Federal reserve regulations and
operating circulars.
336.4A-108 Exclusion of consumer transactions
governed by federal law.
Part 2
ISSUANCE AND ACCEPTANCE
OF PAYMENT ORDER
336.4A-201 Security procedure.
336.4A-202 Authorized and verified payment
> orders.
336:4A-203 Unenforceability of certain verified
~ payment orders.
336.4A-204 Refund of payment and duty of
customer to report with respect to
unauthorized payment order.
336.4A-205 Erroneous payment orders.
336.4A-206 Transmission of payment order
) through funds~tranisfer or other
. Communication system.
336.4A-207 Misdescription of beneficiary. .
336.4A-208 Misdescription of intermediary bank
or beneficiary’s bank.
336.4A-209 Acceptance of payment order. - *
. 336.4A-210Rejection of payment order. .-~
336.4A-211 Cancellation and amendment of
payment order.
336.4A-212 Liability and duty of receiving bank
regarding unaccepted payment order.
Part3 |
EXECUTION OF SENDER’S PAYMENT .

] ORDER BY REQENH\IG BANK
336.4A-301 Execution and execution date.
336.4A~302 Obligations of receiving bank in

execution of payment order.
336.4A-303 Erroneous execution of payment
order..
336 :4A-304 Duty of sender to report em)neously
executed payment order. °
336. 4A 305 Liability for late or improper
"~ ¢xecution or failure t6 execute -
payment order. .
Part 4
.- PAYMENT.
336.4A—401 Payment date.
336.4A-402 Obligation of sender to pay receiving
bank.

336.4A-403 Paymeni by sender to receiving bank.

336.4A-404 Obligation of beneficiary's bank to
' pay and give notice to beneficiary.

336 4A-405 Payment by beneficiary’s bank to
beneficiary.

336.4A—406 Payment by originator to beneficiary;
discharge of underlying obligation.

Part 5
MISCELLANEOUS PROVISIONS

336.4A-501 Variation by agreement and effect of

funds~transfer system rule.

382

336.4A-502 Creditor process served on receiving
_bank; setoff by beneficiary’s bank.

336.4A~503 Injunction or restraining order with
Ttespect to funds transfer.

336.4A-504 Order in which items and payment
orders may be charged to account;
order of withdrawals from account.

336.4A-503 Preclusion of objection to debit of
.customer’s account.

336.4A-506 Rate of interest.

336.4A~507 Choice of law.,
Article 5
LETTERS OF CREDIT
336.5-101 Short title.
336.5-102 Definitions. .’
336.5-103 Scope.. . - .
336.5-104 Formal requifements. .
336.5-105 Consideration. :
336.5-106 Issuance, amendment, cancellanon,
and duration. -
336.5-107 Confirmer, nonunated person, and
adviser. . .
336.5-108 Issuer’s rights and obligations.
336.5-109 Fraud and forgery.
336.5-110 Warranties.
336.5-111 Remedies. .
336.5-112 Transfer of letter of credit.
336.5-113 Transfer by.operation of law.
336.5-114 Assignment of proceeds.
336.5-115 Statute of limitations.
336.5-116 Choice of Jaw. and forum.
336.5-117 Subrogation of issuer; applicant, and
nominated person.
o - Article 6 .
BULK TRANSFERS
. sArticle7 -
WAREHOUSE RECEIPTS BILLS OF LADING
AND QTHER DOCUMENTS ‘OF TITLE
Partl. ..
GENERAL .
336.7-101 Short title. : L
336.7-102 Definitions and index of deﬁnmons
336.7-103 Relation of article to treaty, statute,
tariff, classification or regulation.
336.7-104 Negotiable and nonnegotiable
warehouse receipt, bill of lading or
. other document of title.
336.7-105 Construction against negative
implication.
© Part2
WAREHOUSE RECEIPTS:
. SPECIAL PROVISIONS
336.7-201 Who may issue a warchouse receipt;
. . - storage under government bond.
336.7-202 Form of warehouse receipt; essential
terms; optional terms. B
336.7-203 Liability for nonreceipt or
misdescription. .
336.7-204 Duty of care; contractual limitation of
warehouse operator’s liability.
336.7-205 Title under warehouse receipt
- defeated in certain cases.
336.7-206 Termination of storage at warehouse
operator’s option.
336.7-207 Goods must be kept separate;
. fungible goods.
336.7-208 Altered warehouse receipts.
336.7-209 Lien of warehouse operator.
336.7-210 Enforcement of warehouse operator’s
lien.
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Part 3
BILLS OF LADING: SPECIAL PROVISIONS

336.7-301 " Liability for nonreceipt or

misdescnpnon “said to contain”;
“shipper’s load and count lrnproper
~ handling.

336.7-302 Through bills of Iadmg and similar
documents.

336.7-303 Diversion; reconsignment; change of -

o instructions.

336.7-304 Bills of lading in 4 set

336.7-305 Destination bills.

336.7-306 Altered bills of lading.

336.7-307 Lien of carriér." o

336.7-308 Enforcement of Carrier’s lien. =’

336.7-309 Duty of care; contractual limitation of
carrier’s liability.

Part 4
WAREHOUSE RECEIPTS AND BILLS OF
" LADING: GENERAL OBLIGATIONS
336.7-401 Irregularities in issue of receipt or bill
" of conduct of issuer. )

336.7-402 -Duplicite receipt or bill; overissue.

336 7—403 Obllgauon of warehouse operator or
carrier to deliver; excuse:

336. 7—404 No liability for good faith delivery
pursuant to receipt or bill.

' Part 5°
WAREHOUSE RECEIPTS AND BILLS OF
LADING: NEGOTIATION AND TRANSFER

336.7-501 Form of negotiation and requirements
of “due negotiation.” " -

336.7-502 - Rights acquired by dile negotiation.

336.7-503 Document of title to' goods defeated
in certain cases.

336.7-504 Rights acquired in the absence of due

. negotiation; effect of-diversion;
- seller’s stoppage of delivery.

336.7-505  Eridorser not a'guarantor for other
parties.

336.7-506 Delivery without' endorsement right
to compel endorsement.

336.7-507 Warranties on negotiation or transfer
of receipt or bill. « . .

336.7-508 Warranties of collecting bank as'to-
documents. . .-

336.7-509 Receipt or bill: when adequate *

* compliance with commiercial contract.
o Part 6 -
WAREHOUSE RECEIPTS AND BILLS OF
LADING: MISCELLANEOUS PROVISIONS

336.7-601 Lost and missing documents.

336.7-602 Attachment of goods covered by a
negotiable docuinént.

336.7-603 . Conflicting clairhs; interpleader.
Revised Article 8
INVESTMENT SECURITIES

Part 1 .
SHORT TITLE AND GENERAL MATTERS

336.8-101 Short title.

 336.8-102 Definitions. .

* 336.8-103 Rules for determmmg whether certain
obligations and irnterests are securities
or financial assets.

336.8-104 Acquisition of security or ﬁnancnal
asset or.interest therein,

336.8-105 Notice of adverse claim._

336.8-106. Control.

336.8-107 Whether endorsement instruction, or .

entitlement order is effective.
336.8-108 Warranties in direct holding,
336.8-109 Warranties in indirect holding.
336.8-110 Applicability; choice of law.
336.8-111 Clearing corporation rules.
336.8-112 Creditor’s legal process.

UNIFORM COMMERCIAL CODE

336.8-113 Statute of frauds inapplicable.
336.8-114 “Evidentiary rules concerning
certificated securities.
336.8-115 Securities intermediary and others not
" liable to adverse claimant.’
336.8-116  Securities mten-nedlary ag purchaser
for value.
R Part2
b " ISSUE -~ ISSUER
336.8-201 Issuer.

' 336.8-202 Issuer’s responsibility and defenses;

notice of defect or defense,
336.8-203 Staleness as notice of defect or
' defense. )
336.8-204 Effect of issuer’s restncnon on
transfer. '
336.8-205 Effect of unauthorized srgnature on
security certificate. L
336.8-206 Completion or alteration of secunty
certificate.
336.8-207 Rights and duties of issuer with
"' respect to registered owners.”
336.8-208 Effect of signature of authenticating
trustee, registrar, or transfer agent
336.8-209 Issuer’s lien.
336.8-210 Ovens_sue
L Part 3 R
TRANSFER OF CERTIFICATED AND
UNCERTIFICATED SECURIT[ES
336.8-301 Delivery.
336.8-302 Rights of purchaser.
336.8-303 "Protected purchaser.
336.8-304 Endorsement.
336.8-305 Instruction.
336.8-306 _ Effect of guaranteeing srgnature,
' " endorsement, or instruction. =
336.8-307 ~'Purchaser’s right to requisites for
registration of transfer., . .
© o, Part4 .
REGISTRATION .
336.8-401 Duty of issuer to register transfer.
336.8-402 Assurance that endorsement or
instruction is effective.
336.8-403 Demand that issuer not reglster e
transfer. . e
336.8-404 . Wrongful registration.
336.8-405 Replacement of lost, destroyed, or
wrongfully taken security certificate.
336.8-406 Obligation to notify.issuer of lost,
destroyed, or wrongfully taken
security certificate.. -
336.8-407 Authenticating trustee, transfer agent,
and registrar. -
. Part5 ., . .
SECURITY ENTITLEMENTS
336.8-501 Securities account; acquisition of
. _security entitlement from securities-
1ntermed1ary
336.8-502 Assertion of,adverse clarm agamst
-, entitlement holder L
336.8-503 Property interest of enmlement holder
in financial asset held by securities
mtermedla.ry
336.8-504 Duty of securities mtermedlary to
maintain financial asset. .
336.8-505 Duty of securities intermediary with
. respect to payments and.distributions.
336.8-506 Duty of securities intermediary to
. exercise rights as directed by
entitlement holder.
336.8-507 Duty of securities intermediary to
comply with entitlement order.
336.8-508 Duty of securities intermediary to
change entitlement holder’s position
to other form of security holding.
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336.8-509 .Specification of duties of securities
intermediary by other statute or
regulation; manner of performance of

. duties of securities intermediary and
exercise of rights of entitlement
. holder.

336.8-510 nghts of purchaser of secumy
entitlement from entitlement holder.

336.8-511 Priority-among security interests and
entitlement holders.

. Parté
RANSITION PROVISIONS FOR REVISED
ARTICLE 8
, 336.8-601 Effective date.
. 336.8-602 Repeals.
336. 8—603 Savings clause.
! Article 9
SECURED TRANSACTIONS; SALES OF
ACCOUNTS, CONTRACT RIGHTS .
'AND CHATTEL PAPER
Part 1
SHORT TITLE, APPLICABILITY
) AND DEFINITIONS
336.9-101 Short title.
336.9-102 Policy and scope of article.
336.9-103 Perfection of security interests in
multiple state transactions.
336.9-104 Transactions excluded from article.
336.9-105" Definitions and index of definitions.
336.9-106 Definitions; “account”; “general
intangibles”.
336.9-107 Definitions; “purchase money
security interest”. :
336.9-108 When after-acquired collateral not
security for antecedent debt.
336.9-109 Classification of goods: “consumer
goods”; “equipment”; “farm
products”; “inventory”.
336.9-110 Sufficiericy of description.
336.9-112 Where collateral is not owned by
debtor.
336.9-113 Securlty interests arising under article
" on sales or leases.
336.9-114 Consignment.
336.9-115 Investment propeity.
336.9-116 Security interest arising in purchase
or delivery of financial asset.
Part 3
" VALIDITY OF SECURITY
AGREEMENT AND RIGHTS
 OF PARTIES THERETO
336.9-201 General validity of security
agreement. '
336.9-202 Title to collateral immaterial.
336.9-203 Attachment and enforceability of
security interest; proceeds formal
requisites.
336.9-204" 'After-acquired property, future
advances.
336.9-205 Use or disposition of collateral
without accounting permissible.
336.9-206 - Agreement not to assert defenses
against assignee; modification of
sales warranties where security
agreement exists.
336.9-207 Rights and duties when collateral is in
secured party’s possession.
336.9-208 - Request for statement of account or
- list of collateral. :

384 .

Part 3

_ RIGHTS OF THIRD PARTIES;
PERFECTED AND UNPERFECTED'
. SECURITY INTERESTS;

336.9-301
336.9-302

336.9-303

336.9-304

336.9~-305

336.9-306

336.9-307
336.9-308

336.9-309 .
. instruments, documents, and

336.9-310
336.9-311
336.:9—3,12
336.9-313

336.9-314
336.9-315

336.9-316
336.9-317

336.9-318

336.9-401

336.9-402
336.9-403

336.9-404
336.9-405
336.9-406

336.9-407

RULES OF PRIORITY'

Persons who take pnonty over
unperfected security interests; right of
“lien creditor.” T ’
When filing is required to perfect
security interest; security interests to
which filing provisions of this article
do not apply.

‘When security interest is perfected;
continuity of perfection.
_Perfection of security interest in
‘instruments, documents, proceeds of a
written letter of credit, and goods
covered by documents; perfection by
permissive filing; temporary . -
perfection without filing or transfer of
possession.

When possession by secured party
perfects security interest wnthout
filing. - .

“Proceeds”; secured pany s nghts on
disposition of collateral.

Protection of buyers of goods.
Purchase of chattel paper and
instruments. i

Protection of purchasers of

securities. )
Priority of certain liens arising by .
operation of law.
Alienability of debtor’s rights:
‘judicial process.
Priorities among conflicting secun'ty
interests in the same collateral.
Priority of security interests in
fixtures.
-Accessions. -
Priority. when goods are commingled
or processed.
Priority subject to subordination.
Secured party.not obligated on .
contract of debtor.
Defenses against assignee;
modification of contract after
notification of assignment; term
prohibiting assignment ineffective;
identification-and proof of
assignment. -
Part 4

FILING .
Place of filing; erroneous filing;
removal oficollateral.
Formal requisites of financing
statement; amendments; mortgage as
financing statement.
‘What constitutes filing; duration of
filing; effect of lapsed filing; duties of
filing officer. .
Termination statemént. -
Assignment of security interest;
duties of filing officer; fees.
Release of collateral; duties of ﬁlmg
officer; fees.
Information from filing officer.
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336.9-408 Financing Statements covering « - - 1

consigned or leased goods. L
336.9-410 Destruction of old records.
336.9-411 Computerized ﬁlmg system.

336 9—508 =Recordmg pmceedmgs of sale of
collateral L R

‘Article 10

i EFFECTIVE DATE AND REPEALER

336.9-412 Liability fofinformation errors.;+ = *+ . 3 .« . i - 336.10-102 Laws:repealed; provisionfor . - ",
336.9-413 Uniform Commercial Code account . . transition. e
: Part 5 : T * 336.10-103 General repealer. B
DEFAULT 336.10-104 Laws not repealed.
336.9-501" Defdult; procediirewhen security for o o336 10—10§ Effecuvg r<:latle o o
cle

t
agreement covers both real and L EFFE DATE

“336 11101 Effective date.
. 336 11102 Preservation of old transactlon B

3369502 Collectiofi nights' of sécured party.” -
3369-503 Secured party’s fight to take = -.*

after dofaul provision.
possession after default. .y, i e ot fo- i 336 11:103 Transition to amended Uniform |, -
336.9-504 Secured party’s right to dispose of ) - Commercial Code; general rule.
collateral after default; effect of "~ 336.11-104 Transition provision on‘changé of
disposition. requirement of filing.
336.9-505 Compulsory disposition of collateral <77 7L T 4 336.11-105 Transition provision on change of -
i acceptance of the Gollateral as ) T place of filing. :
© 5w dischargeof obligation. - o o v oo T i: 336.11-106 Required refilings.
336.9-506 Debtor’s right to redeem collateral.. .~* | .| ot:2 ey [1.336.11~107 ‘Transition provisions as to priorities.
336.9-507 .Secured party’s habthty for failure to . 336.11- 108 Presumption that rule of law
comply with this part. ' ‘ ' continues unchanged
' Article 1 - '
i GENRRAL PROVISIONS
. P Part 1

SHORT TITLE, CONSTRUCTION
‘ APPLICATION AND r
SUBJECT MATTER OF THE CHAPTER

K

REETERAL DR ;

336 1=101: SHORT TITLE AND NUMBERING SYSTEM : :
This chapter shall be known ‘and may be cited as Uniform Commercml Code It is ar-

ranged and numbered, subject, however, to the provisions of section 3C.10, subdivision 1, so

that the enacted chapter may be compiled in the next published. edition of Minnesota Statutes

without,change and i in conformlty w1th the 0fﬁcral numbermg of the Umform Commerc1a1

Code.

History: 1965c811s3361~101 1984c480s17 1984c655art2519subd5

336.1-102 PURPOSES RULES OF CONSTRUCTION VARIAT‘ON BY AGREE-
MENT o .

(1)‘Thls chapter shall be llberally construed and apphed to promote 1ts lmderlymg pur-
poses and policies. -

((2) Underlying purposes and pohcres of thls chapter are

. (a)to snnphfy clarify, and modermze the law govermng commetcial transactlons

(b) to'permit the contmued expan51on of commerc1a1 practtceé through custom usage,
and agreement of the partles o

" (c) to'make uniform the law among “the vanous Junsdrcttons .

" (3) The effect of provisions of this chapter may.} be varied by agreement except as other-
wise provided in this chapter and except that the obhgatlons of good faith, diligence, réason-
ableness, and care prescribed by this chapter may not be dlsclalmed by ‘agreement but the
partles may by agreement determine the standards by which the performance of suich obliga-
tions is to be measured if such standards are not manifestly unreasonable.

" '(4) The presence in certain prov151ons of this chapter of the ‘words “unless otherwrse'
agreed” or words of similar import does not 1mply that the effect of other pr0v151ons may not
be varied by agreement qunder subsection (3):"~

(5) In this chapter ‘uless the context ctherwise’ requn‘es T o o

(a) words in the singular number include the plural, and in the plural include the singu- -
lal'; . % o ST
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(b) words of one gender include the other genders, and when the sense so indicates
words of the neuter gender may refer to any gender.

(6) Nothlng in this chapter shall be construed to authorize the estabhshment of branch
offices for banks, savings banks, trust companies, or savings associations. -

History: 1965 c 811 5 336. 1—102 1986 c 444; 1995 ¢ 202 art 1 s 25

336.1-103 SUPPLEMENTARY GENERAL PRINCIPLES OF LAW APPLICABLE.

Unless displaced by the particular provisions of this chapter, the principles of law and
equity, including the law merchant and the law relative to capacity to contract, principal and
agent, estoppel, fraud, misrepresentation, duress, coercion, mistake, bankruptcy, or other
vahdatmg or invalidating cause shall supplement its prov1srons S

- History: 1965 ¢ 811 s 336.1-103

336.1-104 CONSTRUCTION AGAINST IMPLICIT REPEAL.

This chapter being a general act intended as a unified coverage of its subject matter, no
part of it shall be deemed tobe 1mp11edly repealed by subsequent legrslatlon ifsuch construc—
tion can reasonably be avoided. ©

History: 1965 c 811 s 336.1-104

336.1-105 TERRITORIAL APPLICATION OF THE CHAPTER; PARTIES’ POW-
ER TO CHOOSE APPLICABLE LAW. .

(1) Except as provided hereafter in this section, when a transact1on bears a reasonable_
relation to this state and also to another state or nation the parties'may agree that the law either
of this state or of such other state or nation shall govem their rights and duties. Failing such
agreement this chapter applies to transactions bearing an appropriate relation to this state.

(2) Where one of the following provisions of this chapter specifies the applicable law,
that provision governs and a contrary agreement is effectiveonly.to the extent pemutted by
the law (including the conflict of laws rules) so specified:: -, -

" Rights of creditors against sold goods. Section 336.2-402;

Applicability of the articlé on leases. Séctions 336.2A=105 and 336.2A-106.

Applicability of the articlé on bank deposits and collections. Section 336.4-102."

Governing law in the article on funds transfers. Section 336 4A-507.

Letters of Credit. Section 336.5-116. ,

- Applicability of the article on-investment securities. Section 336.8-110.

Perfection provisions of the article on secured transactions. Section 336.9-1 03

- - History: 1965 ¢ 811-5,.336.1~105; 1976 ¢ 1355 1; 1989 ¢ 232 art 2 5 2; 1990c582
art2sl; 1991c171art2s1 1995c194art3s1 1997c11art2s1 TR

336.1-106 REMEDIES TO BE LIBERALLY ADMINISTERED ,

(1) The remedies provrded by this chapter shall be liberally administered to the end that
the aggrieved party may be put in as good a position as if the other party had fully performed
but neither consequential or special nor penal damages may be had except as spec1ﬁcally‘
provided in this chapter or by other rule of law.

(2) Any right or obligation declared by this chapter 1s enforceable by act10n unless the
provrsron declaring it specnﬁes a dlfferent and lumted effect. . ,

- History: 1965 c. 811 s 336. 1—106

336.1-107 WAIVER OR RENUNCIATION OF CLAIlVI OR RIGHT AFTER‘
BREACH.

Any claim or rlght ansmg out of an alleged breach can be d1scharged in whole orin part
without consideration by a written waiver or renunciation signed and delivered by the ag-:

_"gneved party.
History: 1965 c81ls 336 1—]07
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336.1-108 SEVERABILITY ’ :

If any provision or clause of this chapter or apphcatlon thereof to any person or circum-
stances is held invalid, such invalidity shall fiot affect other prov1s1ons or applications of the
chapter which can be given effect without the invalid provision or appllcatlon andto, this end
the provisions of this chapter are declared to'bé severable.

Hlstory 1 965 c 811 5 336 1-108

336.1-109 SECTION CAPTIONS. -
‘Section captions are parts of this chapter

Hlstory 1965 ¢ 811 S, 336 1—109

- Part 2
o GENERAL DEFINITIONS AND PRINCIPLES
"~ OF INTERPRETATION

I

336.1-201 GENERAL DEFINITIONS.

Subject to additional definitions ¢ontained in the subsequent articles of this chapter
which are applicable to specific amcles or parts thereof and unless the context otherwrse
requires, in this chapter:

(1) “Action” in the sérise of a Jud1c1a1 proceedrng includes recoupment, counterclaim,
setoff, suit in equity and any other proceedmgs in'which rights aré determined.

(2) “Aggrieved’ party” means a party ent1tled to résort to a remedy. '

(3) “Agreement” mearis the bargain of the part1es in fact as found in their language or by
1mphcatlon from other circumstances including course of dealing or usage of trade or course
of performance as providedi in this chapter (sections336.1-205 and 336.2-208). Whether an
agreement has legal consequénces is determined by thé provisions of this chapter, if applica-
ble; otherwise by the law of contracts (section 336.1-103). (Compare “Contract. ”) )

" 1(4) “Bank” means any person engagéd.in the'business of banking.

(5) “Bearer” means the person in possessron of an instrument, document of title, or cer-
tificated security payable to ‘bearer or endorsed in blank.

* (6) “Bill of 1ading” means a docurment evrdencmg the rece1pt of goods for shipment is-
sued by a person erigaged in the'businéss of transporting or forwardmg goods, and includes
an airbill: “Airbill” means a document‘serving for air’ transportatron a$ a bill of lading'does
for marine or rail transportation, and includes an air consignment note or air: waybrll

(7) “Branch™ iricludes a separately mcorporated foreign branch’'of a bank:

" (8) “Burden of estabhshmg” afact means the burden of persuadmg the trrers of fact that’
the existence of the fact is more probable than its nonexistence. *

(9) “Buyer in ordinary coursé of business” meais a pérsonl who in good faith and with-
out knowledge that the sale to that person is in violation of the owriership rights or security
interest of a third party in the goods buys.in ordinary course:from a person in the business of
selling goods of thatkind butdoes not include a pawnbroker. All persons who sell minerals or
the like (including oil and gas) at wellhead or minehead shall be deemed to be persons:in the.
business of selling goods of that kind. “Buymg may be for cash or by exchange of other

in total or pamal satisfaction of a money debt v
. (10) “Conspicuous” A term or clause is consprcuous when itis so written that areason-
able person against, whom itisto operate ought tohave noticed it. A printing heading in capi-
' tals (as: NONNEGOTIABLE BILLOF. LADING) is consplcuous Language in the body of a
formis® consprcuous ifit 1s in larger orother contrastmg type or color But ina telegram any
by the court. 8

(11) “Contract” rneans the total legal oblrgatlon which results from the partles agree-
ment as affected by thrs chapter and any other apphcable rules of law (Compare “Agree—
ment.”)
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(12) “Creditor” includes a general creditor, a secured creditor, a.lien creditor and any
representative of creditors, .including an assignee for the beneﬁt of creditors, a trustee in
banlq'uptcy, areceiverin equity and an executor or adrmmstrator of an 1nsolvent debtor’s or
assignor’s estate. . ;

(13) “Defendant” 1nc1udes a person 1n the posrtron of defendant in. a cross—actron or
counterclaim.

(14) “Delivery” with respect to instruments, documents of trtle chattel paper, or certifi-
cated securities means voluntary transfer of possession.- - ;. v e

(15) “Document of title” includes bill of lading, dock warrant dock recelpt warehouse
receipt or order for the delivery of goods, and also any other document which in the regular
course of business or ﬁnancmg is treated as adequately evidericing that the person iii posses-
sion of it is entitled to receive, hold and dispose of the document and the goods it covers. To
be a document of title a document must purport to be issued by or addressed to a bailee and
purport to cover goods in the bailee’s possession'which are either identified or are fungrble
portions of an identified mass.

(16) “Fault” means wrongful act, omission or breach.

-, (17) “Fungible” with respect to goods or securrtres means goods or securities of wh1ch
any unit is, by nature or usage of trade, the equrvalent of any other like unit. Goods which are
not fungible shall be deemed fungible for the purposes of this chapter to the extent that under
a particular agreement or document unlike units are treated as equrvalents

(18) “Genuine” means free of forgery or counterfertmg "

(19) “Good faith” means honesty in fact in the conduct or transactron concemed

.(20).“Holder,” with respect to a negotrable instrument, means the person in possession
if the instrament is payable to bearer or, in the case of an 1nstrument payable to an identified -
person, if the identified personis in possession. “Holder,” wrth respect toa document of title,
means the person i in possessron if the goods are dehverable to bearer or to the, order of the
person in possession. . :

(21) To “honor” is to pay or to accept and, pay, or where a credrt so engages to purchase
or discount a draft complymg with the terms of the credlt

(22) “Insolvency proceedings” includes.any assignment for the beneﬁt of credrtors or
other proceedings intended to hquldate or rehabilitate the estate of the person involved.

(23) A person is “insolvent” who either has ceased to pay debts in the ordinary course of
business or cannot pay the debts as they become due or is insolvent within the meamng of the
federal bankruptcy law.. , . - .. RETTE

(24) “Money” means a medrum of exchange authorrzed or adopted by a domestlc or
foreign government and includes a monetary. unit of account established by an mtergovem-
mental organization or by agreement between two or more mations. . -

. (25) A person has “notlce .of a fact when that person e . '

(a) has actual knowledge" of it; or, Coe o .

+(b) "has received a notice or: notification of it;-or S KT

‘(c) from all the facts and crrcumstances known to that person at the trme in questron has
reason to know that it exrsts R -

A person “knows” or has “knowledge ofa fact when that' person has actual knowledge
ofit. “Discover” or“learn” or a word or phrase of similar import refers to knowledge rither
than to reason to know. The time and circumstances under whrch anotice: or notlﬁcatlon may
cease to be effective are not determined by this chapter '

(26) A person “notifies” or “gives” a noétice or notification to another by taklng such
steps as may be reasonably required to mform the other in ordmary course whether-or not
such other’ actually comes to know of it. A person ‘féceives’a notlce or nottﬁcatlon when'

- (a)it cornes to that person s attentron or - R ) ‘0

" (b)itis duly delivered at the place ofbusiness through whrch the contract was made or rat
any other place held out by that person as the place for rece1pt of such communications.

@7 Notlce knowledge ora notice or, notrﬁcatron recerved by an organization is effec-
tivefora partrcular transaction from the time when 1t is brought to the attention of the individ-
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ual conducting that transaction, and in any event from the time when it would have been
brought to the individual’s attention if the organization had exercised due diligence. An orga-
nization exercises due diligence if it maintains reasonable routines for communicating sig-
nificant information to the person conducting the transaction and there is reasonable com-
pliance with the routines. Due diligence does not require an individual acting for the organi-
zation to communicate information.unless such communication is part of regular duties or
unless the individual has reason to know of the transaction and that the transaction would be
materially affected by the information.

(28 “Orgamzatlon includes a corporation, govemment or governmental subd1v151on
or agency, business trust, estaté, trust, partnership or association, two or more persons havmg
a joint or common interest, or any other 1egal or commercial entity. .

(29) “Party,” as distinct from “third party means a person who has engaged ina trans-
actlon or made an agreement within this chapter.. ,

(30) “Person” includes an individual or.an organization (see section 336 l 102).

(31) “Presumption” or “presumed” means'that the trier of fact must find the existence of

the fact presumed.unless and until evidence is 1ntIoduced which would support afinding of

its nonexistence.

(32) “Purchase” includes taking by sale dlscount negotiation, mortgage, pledge hen :

issue or reissue, gift or any other voluntary transaction creating an interest in property.
(33) “Purchaser” means a person who takes by purchase. :

(34) “Remedy” means any remed1a1 right to which an aggneved party is entrtled w1th or-

without resort to a tribunal. - . S
- (35) “Representative” includes an agent an officer of a corporatlon or assocratlon, anda
trustee, executor or administrator of an estate, or any other person empowered to act for
another. . v _ e
:(36) “Rights” includes remedles G ‘

- (37) “Security interest” means an interest in personal property or ﬁxtures whrch secures -
paymient or performance of an obligation: The rétention or reservation of title by a seller of -

goods notwithstanding shipment or delivery to the buyer (section 336.2-401) is limited in

effect to a reservation of a “security interest”. The term also-includes any interest of a buyer-

of accounts or chattel paper which is subject to article’9. The special property interest of a
buyer of goods on identification of those goods toa contract for sale under section 336.2-401.
is not a “security interest,” but a buyer may also acquire a ‘security interest” by complymg
with attlcle 9. Unless a consrgnment is intended as secunty, reservation of title thereunder is

not a “security interest,” but a consignment in any event is sub]ect to the prov1s1ons on con-

signment sales (section 336. 2—326) .

Whether a transaction créates a lease or sécurity inferest is detérmined by the facts of
each case; however, a transaction credtes a security interest if the consideration the lessee is
to pay the lessor for the right to possession and use of the goods isan obh gatron for the term of
the lease not subject to termination by the lessee, and - .

(a) the original term of the lease is equal to-or greater than the rema1mng econormic life

of the goods,

(b) the lessee is bourid to renew the lease for the remaining economic 11fe ofthe goods or
is bound to become the.owner of the goods, - -

(c) the lessee has an option to renew the lease for the remaining economic life of the
goods for no additional consideration or nominal additional consrderatlon upon compliance
with the lease agreement, or

(d) the lessee has an option to, become the owner of the goods for no additional consider-
ation or nonnnal add1t10na1 consideration upon comphance with the lease agreement.

A transaction does not create a securrty interest merely bécause it provides that

(a) the present value of the consideration the lessee is obligated to pay the lessor for the ‘

right to possession and use of the goods is substantrally equal to or is greater than the fa1r
market value of the goods at the time the lease is entered into,

. (b) the lessee assumes risk of loss of the goods, oragrees to pay taxes, insurance; filing,
recording, or registration fees, or service or maintenance costs with respect to the goods,
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(c) the lessee has an.option to renew the lease or to become the owner of the goods;

(d) the lessee has an option to renew the lease for a fixed rent that is equal to or greater
than the reasonably predrctable fair market rent for the use of the goods for the term of the
renewal at the time the option is to be performed, or- :

(e) the lessee has an optlon to become the owner of the goods for a fixed price that is
equal to or greater than the reasonably predrctable fair market value of the goods at the time
the option is to be performed.

For purposes of this subsection (37):

(x) Additional consideration is not nominal if (i) when the optron to renew the lease is
granted to the lessee the rent is stated to be the fair market rent for the use of the goods for the
term of the renewal determined at the time the option is to be performed or (ii) when the
option to bécome the owner of the goods is granted to the lessee the price is stated to be the
fair market value of the goods determined at the tithe the option is to be pefformed. Addition- -
al consideration is nominal if it is less than the lessee’s reasonably predrctable cost of per-
forming under the lease agreement 1f the option is not exercised;

, ) “Reasonably predictable” and “remaining economic life of the goods” afe to be de~
termined with reference to the facts and crrcumstances at the time the transaction 1s entered
into;-and :

(z) “Present value” means the amount as of a date certain of one or more sums payablein’
the future, discounted to the date certain. The discount is determined by the interest rate spe-
cified by the parties if the rate is not manifestly unreasonable at the time the transaction is
entered into; otherwise, the discount is determined by a commercially reasonable rate that
takes into account the facts and circumstances of each case at the time the transaction was
entered into. : .

(38) “Send” in connection with any wrmng or notice means to deposrt in the mail or
deliver for transmission by any other usual means of communication with postage or cost of
transmission provided for and properly addressed and in the case of an instrument to an ad-
dress specified thereon or otherwise agreed, or:if there be none to any address reasonable
under the circumstances. The receipt of any writing or notice within the time at which it
would have arrived if properly sent has the effect of a proper sending.

(39) “Signed” includes any symbol executed or adopted by a party with present inten-
tion to authenticate a writing.  * -

(40) “Surety” includes guarantor '

(41) “Telegram” includes'a message transrmtted by radlo teletype cable any mechani-
cal method of transmission, or the like. -

(42) “Term” means that portion of an agreement which relates to a particular matter.

. (43)*“Unauthorized” srgnature means one made without actual, implied, or apparent au-
thority and includes a forgery. -

(44) “Value”: Except as otherwrse provided wrth respect to negotrable instruments and
bank collections (sections 336.3-303, 336.4-210 and 336-4.211) a person gives “value” for
rights by acquiring thém

(a) in'return for a binding commitment to extend credit.or for the extension of immedi-
ately available credit whether or not drawn upon and whether or nota chargeback is provided
for in the event of difficulties in collection; or ) : .

(b) as security for or in total or partial satisfaction of a preexrstmg cldim; or

(c) by accepting delivery pursuant to a preexisting contract for purchase; or

(d) generally, in return for any consrderatlon sufficient to support a‘'simple contract.

45) “Warehouse recerpt” means a recerpt issued by a person engaged in the business of
storing goods for hire.

(46) “Written” or “wntmg” 1ncludes printing, typewrrtrng or any other intentional re-
duction to tangible form.

History: 1965c811s3361—201 1976613552 ]978c695s] 19860444 1989
c232art2s3;1992¢ 5655 1 e e L
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336.1-202 PRIMA FACIE EVIDENCE BY THIRD PARTY DOCUMENTS.’

A document in due form purportlng to be abill of lading, policy or certificate of insur-
ance, official weigher’s or inspector’s certificate, consular invoice, or any other document
authorized or required by the contract to be issued by-a third party shall be prima facie evi-
dence of its own authent1c1ty and genumeness and of the facts stated in the document by the
third party. Lo . ;

History: 1965 c 81] 5 336.1-202

336.12203° OBLIGATION OF GOOD FAITH.

Every contract or duty within this chapter imposes an obligation of good faith in 1ts per-
formance or enforcement.

History: 1965 ¢ 811 s 336.1-203

336.1-204 TIME; REASONABLE TIME; “SEASONABLY”. .
(1) Whenever this chapter requires any action to be taken w1thm a reasonable t1me any
time which is not manifestly unreasonable may be fixed by agreement. - )
(2) What s a reasonable time for taking any action depends on the nature, purpose and l
circumstances of such action. .. .
(3) Anaction is taken “seasonably” when i 1t is.taken at or within the time agreed orifno -
time is agreed at or within a reasonable time. :

History: 1965 ¢ 811 5 336.1-204

336.1-205 COURSE OF DEALING AND USAGE OF TRADE. i

(1) A course of dealing is a sequence of previous conduct between the partiesto a parm:—
ular transaction which is fairly to be regarded as establishing a common basis of uhdérstand:
ing for interpreting their expressions and other conduct. :

@), A usage of trade is any practice or method of dealing having suchregularity of obser-
vance in a place, vocation or trade as to justify an expectation that it will'be observed with
respect to the transaction in question. The existence and scope of such a usage are to be
proved as facts. If it is established that such a usage is embodied in a written trade code or
similar writing the interpretation of the writing is for the court. ,

(3) A course of dealing between parties and any usage of trade in the vocation or trade in
which they are engaged or of which they are or should be aware give partlcular meaning to
and supplement or qualify terms of an agreement.

(4) The express terms of an agreement and an applicable course of dealing or usage of -
trade shall be construed wherever reasonable as consistent, with each other; but when such
construction is unreasonable express terms control both course of dealing and usage of trade
and course of dealing controls usage of trade.

(5) An applicable usage of trade in the place where any part of performance is to occur
shall be used in interpreting the agreement as to that part of the performance. .

(6) Evidence of a relevant usage of trade offered by oné party is not-admissible unless
and until that party has given the other party such notlce as the court finds sufﬁment to pre-
vent unfair surprise to the latter. @ S

History: 1965 ¢ 8]1 s 336 1—205 1986 c 444

336.1-206 STATUTE OF FRAUDS FOR KINDS OF PERSONAL PROPERTY NOT
OTHERWISE COVERED. ‘

(1) Except in the cases described in subsection (2) of tlus séction a contract for the sale
of personal property is not enforceable by way of action or defense beyond $5,000 in amount -
or value of remedy unless there is some writing which indicates that a contract for sale has
been made between the parties at a defined or stated price, reasonably identifies the Sllb_]CCt
matter, and is signed by the party against whom enforcement is sought or by that party sau--
thorized agent. :
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(2) Subsection (1) of this section does not apply to contracts for the sale of goods (sec-
tion 336.2-201) nor of securities (section 336. 8—113) nor to security agreements (section
336.9-203). . .

Hlstory 1965 c 811 s 336 1—206 J986 ¢ 444 1995 ¢ 194 art 3 s 2

336.1-207 PERFORMANCE OR ACCEPTANCE UNDER RESERVATION OF
RIGHTS.

(1) A party who, with explicit reservation of rights, performs or promises performance
or assents to performance in a manner demanded or offered by the other party does not there-
by prejudice the rights reserved. Such words as “without prejudice,” “under protest” or the
like are sufficient. ' ‘

(2) Subsection (1) does not apply to an accord and satisfaction.

History: 1965 c 811 s 336.1-207; 1992 ¢ 565 s 2

336.1-208 OPTION TO. ACCELERATE AT WILL.
' A'term providing that one party or a successor in interest may accelerate payment or
- performance or requlre collateral or additional collateral “at will” or “when the party claims
“to bé insecure” or in words of similar import shall bé construed to mean that the party shall
have power to do so only with the good faith belief that the prospect of payment or perform-
anceis impaired. The burden of establishing lack of good faith is on the party against whom
the power has been exercised.

History: 1965 ¢ 811 s 336.1-208; 1986 c 444

336 1-209 SUBORDINATED OBLIGATIONS.

" An obligation may be issued as subordinated to payment of another obhgatlon of the
person obligated, or a creditor may subordinate the creditor’s right to payment of an obliga-
tion by agreement with either the person obligated or another creditor of the person obli-
gated. Such a subordination does not create a security interest as against either the common .
debtor or a subordinated creditor. This section shall be construed as declaring the law as it
existed prior to the enactment of this section and not as modrfymg it.

History: 1969 ¢ 621:s 5,1 986 c444

Article2
SALES

oo,

Part 1 o
SHORT TITLE GENERAL CONSTRUCTION ‘
AND SUBJECT MATTER )

-336.2-101 SHORT TITLE. :
This article shall be knowri and may be c1ted as Umform Commercwl Code Sales. -

History: 1965 c-811 s 336.2-101

336.2-102 SCOPE; CERTAIN SECURITY AND OTHER ‘TRANSACTIONS EX-
CLUDED FROM THIS ARTICLE.

Unless the context otherwise requires, this amcle apphes to transactions in goods; it
does not apply to any transaction which although in the form of an unconditional contract to
sell or present sale is intended to operate only as a security transaction nor does this article .
impair or repeal any statute regulatlng sales to consumers, farmers or other specrﬁed classes
of buyers,

History: 1965 c 8115 336.2-102 . I

‘

336.2—103 DEFINITIONS AND I'NDEX OF DEFINITIONS.
(1) In this article unless the context otherwise requires:
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(a) Buyer” means-a person ‘who buys or Contracts to buy goods.

(b) “Good faith” in the casé of a mierchant means honesty in fact and the observance of
reasonable commerclal standards of fair dealing in the trader . oo

“(c) “Recelpt of goods means takmg phys1cal possess1on of them
(d) “Séller” means a person who sells of contracts to sell goods."”

(2) Other deﬁmtrons applymg to this artlcle orto, spe01ﬁed parts thereof and the sec-
tlons in which they appear are:" R N v

.ri"*Acceptance,” section 336.2-606. .. ..
“Banker’s credit,” section 336.2-325. ..
. “Between merchants,” section 336.2-104.
“Cancellatton sect10n 336. 2—106(4) _ »
~“Commercial unit,” section 336.2-105. ' TE U
* “Confirmed credit,” section 336.2~325. < -
o “Conforrmng to contract, » séction 336. 2-106.
; 7 “Contract for sale ” section 336 2—106 L P _ o
; “Cover,’f section 336.2-712., . .~ . ... L o S
: . “Entrusting,” sectioir 336.2—_403. Coe ' P
«-+*Financing agency;”section:336.2-104: ..* . ..
* - “Future goods,” section 3362105+~ " s
“Goods,” section 3362-105. T e
. “Identification,” seétion'336.2-501. * b
§ “Installment contract,” s“ect10n 336. 2—612
o “Letter of cred1t ? Sectron 336 2-325... "
L Lot section 336. 2——105 Aot Rlen o s T e e s e
“Merchant,” section 336. 2—104 : ‘ e
~ “Overseas,” section:336.2-323+’ ST it e e
“Person in position of séllér,” séction 336 2—707 SRR T S
" “Present sale,” section 336. 2—106 ki el R
“Sale ” sectlon 336 2——106 e
“Sale.on approval ” sectron 336 2—326 . ,
“Sale of.return,” section 336. 2—326 .
“Termination,” section 336.2-106: e
© (3) The followmg deﬁnmons in other artwles apply to thlS amcle .
““Check,” section 336.3-104. .+ . & o
: “Con31gnee section 336 7——102." e
~ “Consignor,” section 336.7-102.
» “Consumer goods » sectron 336 9—109
“D1shonor, sectlon 336 3—502 5 T T B
. “Draft,” section 336.3-104. T e Lfe C i -
(4) In addition article 1 contarns general deﬁmtrons and prmmples of constructlon and ,
interpretation applicable throughout this-article. . o : -

Hlstory 1965 ¢ 811 s 336 2——103 1992 4 565 s 113

3

336.2-104 - DEFINITIONS ‘MERCHANT” : “BETWEEN MERCHANTS” “FI-'
NANCING AGENCY.”" -

D “Merchant” means a person who deals in goods of the kind or otherwrse by occupa-
tion holds out as haviiig knowledge or skill peculiar to the practlces or goods involved in the
transaction or to whom such knowledge or skill may be attributed by employment of an agent
or broker or other intetfiédiary who by occupation holds out as hav1ng such knowledge or
Sklll Sy . .
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(2) “Financing agéncy” means a bank, finance company or other person whoin the ordi-
nary course of business makes advances against goods or.documents of title or who by ar-
rangement with either the seller or the buyer intervenes in ordinary course to make or collect
payment due or claimed-under the contract for sale, as by purchasing or paying the seller’s
draft or making advances agamst itorby merely takmg it for collection whether; or not docu-
ments of title accompany the draft. “Fmancrng agency ’ includés also a bank or ‘other person
who similarly intérvenes between' persons who are in the pos1t10n of seller and buyer inre-
* spect to the goods (section 336.2-707). :

(3) “Between merchants” means in any transaction w1th respect to which both partres
are chargeable with the knowledge or skill of merchants. . .

History: 1965 ¢ 811 s 336.2—104; 1986 ¢ 444

336.2-105 DEFINITIONS: TRANSFERABILITY' 4GOODS”; “F-UTURE”.
GOODS; “LOT”; “COMMERCIAL UNIT.”

(1) “Goods” means all things (1ncludmg specially manufactured goods) Wthh are mov-
able at the time of identification to the contract for sale other than the money in which the
price is to be paid, investment securities (artlcle 8).and things in action. “Goods” also in-
cludes the unborn young of animals and growing crops and other identified things attached to
realty as described in the section on goods to be severed fromTealty (section 336.2-107).

(2) Goods must be both existing and identified before any interest in them can pass.
Goods which are not both existing and identified are “future” goods. A purported present sale
of future goods or of any interest therein operates as a contract to sell.

"(3) There may- be a sale of a part interest in existing identified goods.

(4) An undivided share in an identified bulk of fungible goods is sufficiently identified
to be sold although the quantity of the bulk is not determined. Any agreed proportion of such
a bulk or any quannty thereof agreed upon by number, weight or other measure may to the
extent of the seller’s 1nterest in the bulk be sold to the buyer who then becomes an owner in
common.

(5) “Lot” means a parcel or a single article which is'the subject matter of a separate sale
or delivery, whether or not it is sufficient to perform the contract. :

(6) “Commercial unit” means such a unit of goods as by commerc1a1 usage isa smgle
whole for purposes of sale and division of which materially i 1mpa1rs its character or value on
the market or in use. A commercial unit may be a single article (as a machine) or a set of ar-
ticles (as a suite of furniture or an assortment of s1zes) or a quantity (as a bale, gross or car-
load) or any other unit treated in use or in the relevant market as a smgle whole

History: 1965 ¢ 811 s 336.2-105

336.2-106 DEFINITIONS: “CONTRACT” “AGREEMENT” “CONTRACT FOR
SALE”; “SALE”; “PRESENT SALE”; “CONFORMING TO CONTRACT” “TER-

: MINATION” “CAN CELLATION.”

_ (1) In this article unless the context otherwise requu'es contract and agreement are
limited to those relating to the present or future sale of goods “Contract for sale” includes
botha present sale of goods and a contract to sell goods at a future timmie. A “sale” consists in
the passmg of title from the seller to the buyer for a price (section 336.2—401). A present
sale”:means a salé which is accomplished by the making of the contract. - . *

(2) Goods or conduct 1nclud1ng any partof a performance are ““conforming’or conform
to the contract when they are in accordance with.the obligations under the contract.

(3) “Termination” occurs when either party pursuanttoa power created by agreement or
law puts aniend to the contract otherwise than for its breach. On “termination” all obligations

) . which are still executory on both sides are dlscharged but any right based on prior breach or

performance survives. . >y

4) “Cancellation” occurs when e1ther party puts an end to the contract for breach by the
other and its effect is the same.as that of * ‘termination” except that the cancelmg party also
retains any remedy for breach of the whole contract or any unperformed balance.

History: 1965 c 811 s 336.2-106
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336.2-107 GOODS TO BE SEVERED FROM REALTY; RECORDING: - ™

(1) A contract for the'sale of miinérals or the like (includingéil and gas)or astructure or
its materials to be removed from realty 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 effective as a transfer of an interest in land is effective,only as a contract to_sell; '

(2) A-contract for the sale apart from the land of growing crops or other thmgs attached
to realty and capable of severance without material harm thereto but not descnbed in subsec-
tion (1) or of timber to be cutisa contract: for the sale of goods within tlns artlcle whether the
subject matter is to be severed by the buyer or by the seller even though it forms part of the
realty at the time of contracting, and the parties can by 1dent1ﬁcat10n éffect a present sale be-
fore severance.

(3) The provisions of subsection (1) of this" Section are subJect to any thlrd party nghts
provided by the law relating torealty records, and the contract for sale may be executed and
recorded-as adocument transferring an interest in land and shall then constitutefiotice to th1rd
parties of the buyer’s rights under the.contract for sale. - . ot

Hlstory 19656811 33362—107 I976C 13553 e o i
. Part2 Lo

FORM FORMATION AND READJUSTME
OF CONTRACT '

336.2-201 FORMAL REQUIREMENTS; STATUTE OF FRAUDS :
(1) Except as otherwise provided in this section a contract for the; eof goods for the
price of $500 or more is not enforceable by way of action or defense tinless there is some
writing ‘sufficient to indicate that 4 contract for salé as been made between’ the’ partres and
* signed by the party against whom enforcement is sought of by the party’s authorized agent or
broket. A’ wntmg is not insufficient because it oriits or 1ncorrect1y states a‘térm agreed upon
but the contract is not enforceable under this paragraph beyond the quantlty of goods shown
in such writing.

(2) Between merchants if within a reasonable t1me a wrrtmg in confumatron of the con-
tract and sufficient agdinst the sender is receivedand the party receiving it has‘reason to know
its contents, it:satisfies the requrrements of subsection (1) against such party unless written
notice of objection to its contents is given -within ten days after it is received. . | ..

(3) A contract which does not satisfy the-requirements-of subsection (l)rbut wh1ch is-
valid in other respects is enforceable ., .:..,,

() if the goods are to be: specially manufactured for the buyer and are not su1tab1e for,
sale to-others in the ordinary course of the seller’s business and the seller, before notice of -
repudiationis received and under circumstances which reasonably.indicate thatthe goods are ¢
for the buyer, has made either a substantial beginning of their manufacture or comnntments
for their procurement; or.. . . . 2

(b) if the party: against whom enforcement is. sought adnuts in pleadmg,)testlmony or,

otherwise in court that a contract for sale was made, but the contractis not enforceable under f ‘

this provision beyond the quantity of goods admitted; or . *.. .
(c) with respect to goods for which payment has been made and accepted or Whrch have
been received and accepted (section 336. 2—606) o e e e

History: 1965 ¢ 811 s 336.2-201; 1986caas. o

336 2—202 FINAL WRITTEN EXPRESSION PAROL OR EXTRINSIC EV-
IDENCE.

Terms with respect to which the conﬁrmatory memoranda of the partres agree or'which -
are otherwise set forth in a writing intended by the partiesasa final expression of their agree-
- ment with respect to such terins as aré included therein may not be contradicted by evidence.
of any prior agreement or ofa contemporafieous oral agreement but may be explamed orsup-
plemented . TP NE

-(a)by couise of deahng orusage of trade: (sectron 336 1—205) or by course of perform-
" ance (section 336 2-208); and . C . L
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(b) by evidénce of consistent additional térms-unless the court finds thie writing to-have
been intended also,as.a complete and exclusive statement of the terms of the agreement

Hlstory ]965 c8il's 336 2—202

336. 2—203 SEALS INOPERATIVE I SR C R

- The afﬁxmg ofasedltoa writing ev1denc1ng a contract for sale or an offér to buy’ or sell
goods does not constitute the writing a sealed instrument and the law w1th respect to sealedﬁ
,1nstruments doesnot apply to such'a contract’ or offer o ‘

. History: I 965 ¢ 811 s 336. 2-203

o g..-:',f‘. v

336. 2—204 FORMATION INGENERAL. . . . .

(1) A contract for sa1e of goods may be made m any manner sufﬁment to show agree-;
ment mcludmg conduct by both parties which recogmzes the existence of such a contract.

'(2) An agreement sufficient to constitute a- contract for sale may be found even though
the moment of its making is undetermined. ... -

3 Even though one or more terms are left opena contract for sale does not fail for in--
definiteness if the parties have intended to make a contract and there is a reasonably certain
basis for giving an appropiiate remedy ’ g

History: ]965 c8lls 336 2-204

T

336.2-205 FIRMOFFERS R
An offer by a, merchant to buy or sell goods ina. s1gned wntlng whlch by its terms gives
- assurance thati w111 be held open is not revocable, for lack of consideération, durmg the time
stated or if no time is stated for a reasonable time, butin no event may such penod ofifrevoca- .
bility exceed three months but any such term of : assurance ona form supphed byt the offeree,
. must. be separately signed by the offeror P S A .

Hlstory 1 965 c8ils 336 2—-205

T e,

336 2—206 OFFER AND ACCEPTANCE IN FORMATION OF CONTRACT

“+(1) Unless otherwise unambiguously-indicated by the: language or circumstances

(a) an offer to tiiake a contract shall bé constried as mvmng acceptance in any mannerf
and by any medium:reasonable in the circumstances; -

(b) an order or other offer to buy goods for prompt or current’ shlpment shall be:
construed ‘as inviting acceptance either by a Pprompt promise to ship or by the prompt or cur-
rent-shipmeiit'oficonforming or nonc¢onforming goodds, but such a'shipment of nonconform-
ing goods doés not constitute ari acceptance if the seller séasonably nonﬁes the buyer that the
shlpment is'offered ‘'only*4s'an accommodation to the buyer.”

(2) Where the beginning of a requested performance is a reasonable mode of acceptance

--an offerdr who'is not notified of acceptance w1thm a reasonable trme may treat the offer as
: havmg lapsed before: acceptance o : A

 History: 1965 c 811 5 336.2-206 "

336 2-207 ADDITIONAL TERMS IN ACCEPTANCE OR CONFIRMATION

“(1) A definite and seasonable express1on of acceptance or awritten confirmatiosi which
is sent within a reasonable time operates as an acceptance.even though 1t states terms addi-
_ tional to or different from those offered or agreed upon, unless acceptance is expressly made

conditional on assent to the additional or different terms. '

2) The additional terms are to, be. construed as proposals for addmon to the contract
Between merchants such terms become part of the contract unless:. ,

. (a) The offer expressly hnuts acceptance 0, the' terms of. the offer, - _ .
(b) They materially alter it; or : i

(c) Notification of objection to them has already been glven or 1s g1ven w1thm areason- '
able time after notice of them is received. N : ;
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_#(3) Conduct by both parties which recognizes the existence of a contract is sufficient to
establish a contract for sale although the writings of the parties do not otherwise establish a
contract. In such case the terms of the particular contract consist of those terms on which the
writings of the parties agree, together with any supplementary terms incorporated under any
other provisions of this chapter. .

History: 1965 ¢ 811 s 336 2—207
336.2-208 COURSE OF PERFORMANCE OR PRACTICAL CONSTRUCTION

(1) Where the contract for sale involves repeated occasions for performance by either
party with knowledge of the nature of the performance and opportunity for objection to it by
the other, any course of performance accepted or acquiesced in without objection shall be
relevant to determine the meaning of the agreement.

(2) The express terms of the agreement and any such course of performance, as well as
any course of dealing and usage of trade, shall be construed whenever reasonable as consis-
tent with each other; but When such construction isunreasonable, express terms:shall control
course of performance and course of performance shall control both course of deahng and
usage of trade (section 336.1-205).

(3) Subject to the provisions of the next section on modlﬁcatlon and waiver, such course
of performance shall be relevant to’show a waiver or: modlﬁcatlon of any term inconsistent
with such course of performance. :

History: 1 965 c 811 5336.2-208

336.2-209 MODIFICATION RESCISSION AND WAIVER. »

1) An agreement mod1fymg a contract w1thln this article needs no con51derat1on tobe

binding. :
 (2) Assigned agreement which excludes modification or rescission except by a signed

writing cannot be otherwise modified or rescinded, but except as between merchants such a

requirement on a form supplied by the merchant must be separately signed by the other party.

(3) Theé requirements of the statute of frauds section of this article (sectlon 336 2:201) -
must be satisfied if the contract as modified is w1th1n its prov181ons

" (4) Although an attempt at modification or rescission does not satisfy the requirements
of subsection (2) or (3) it can operate as a waiver.

(5) A party who has made a waiver affecting an executory portion of thé contract may
retract the waiver by reasonable notification received by the other party that strict perform—
ance will be required of any term waived, unless the retractlon would be unjust in view-of a
material charige of position in reliance on the walver :

History: 1965 ¢'811 s 3362 209

336.2-210 DELEGATION OF PERFORMANCE ASSIGNMENT OF, RIGHTS.

MDA party may perform aduty through a delegate unless otherwise agreed orunless the
other party has a substantial interest in having the original promisor perform or-control the
acts required by the contract. No delegation of performance relieves the party delegatmg of
any duty to perform or any liability for breach. ’

" (2) Unless otherwise agreed all rights of either seller or buyer can be ass1gned except
where the assigriment wotild miaterially change the duty of the other party, or increase materi-
ally the burden or risk imposed on the other party by the contract, or impair materially the

. other party’s chance of obtajning return performance A right to damages for breach of the
whole contract or aright arising out of the assignor’s due performance of the assignor’s entire
-obligation can be assigned despite agreement otherwise..

-(3):Unless the circumstances-indicate the contrary a prohlbltlon of assignment of “the
contract” is to be construed as barrmg only the delegatlon to the assignee of the assignor’s
performance. r

(4) ‘Anassignment of “the contract” or of “all my nghts under thie contract” or an asslgn-
ment in similar general terms is an assignment of rights and unless the language or the cir-
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cumstances (as in an assignment for security) indicate the contrary, it is a delegation of per-
formance of the duties of the assignor and its acceptance by the assignee constitutes a prom-
ise by the assignee to perform those duties. This promise is enforceable by either the assrgnor
or the other party to the original contract. ... :

(5) The other party may treat any assignment which delegates performance as creatmg
reasonable grounds for insecurity and may without prejudice to the rights of the other party
against the assignor demand assurances from the assignee (section 336. 2—609)

Hlstory 1 965 c 811 5 336.2-210; 1 986 ¢ 444
T Part 3

. GENERAL OBLIGATION AND
CONSTRUCTION OF CONTRACT

E

33e6. 2—301 GENERAL OBLIGATIONS OF PARTIES :
The obligation of the seller is to transfer and deliver and that of the buyer istoacceptand
pay in accordance with the contract. .

History: 1965 ¢ 811 s 336.2-301

336.2-302 UNCONSCIONABLE CONTRACT OR CLAUSE

(1) If the court as a matter of law finds the contract or any ¢lause of the contract to have
been unconscionable at the time it was made the court may refuse to enforce the contract, or it
may enforce the remainder of the contract without the unconscionable clause, or it may so
limit the application of any unconscionable clause as to avoid any unconscionable result.

- (2) Whenitis claimed or appears to the court that the contract or any « clause thereof may
be unconscionable the parties shall be afforded a reasonable opportunity to present evidence
as to its commercial setting, purpose and effect to aid the court in making the determination.

History' 1965 ¢ 811 5 336.2-302.

336. 2—303 ALLOCATION OR DIVISION OF RISKS

Where this article allocates a risk or a burden as between the partres unless otherw15e,
agreed,” the agreement may not only shift the allocation but may also divide the risk or bur-
den. ' ' ‘ L

History 1965 c 811 s 336.2-303

336. 2—304 PRICE PAYABLE IN MONEY GOODS, REALTY OR OTHERWISE

(1) The price can be made payable in money or otherwise. If it is payable in whole or in
part in goods each party is a seller of the goods which that party is to transfer.

(2) Even though all or part of the price is payable in an interest in realty the transfer of
the goods and the seller’s obhgatlons with reference to them are Sllb_]CCt to this article, but not
the transfer of the interest 1n realty or the transferor’s obhgatlons in connectlon therewith. -

I-Ilstory 1965 c 811 5 336. 2—304 1986 ¢ 444

A 336.2-305 OPEN PRICE TERM. :

(1) The parties if they so intend can conclude : a contract for sale even though the pnce is
not settled. In such a case the price is a reasonable price at. the t1me for delrvery if

(a) nothmg is said as to price; or -

(b) the price is left to be agreed by the parties and they fa11 to agree or. .

" (c) the price is to be fixed in terms of some agreed market or other standard as set or
recorded by a third person or agency and it'is not so set or recorded.

*(2) A price to be fixed by the seller or by the buyer means a pnce for the fixer to ﬁx in
good faith. .

(3) When a price left to be fixed otherwrse than by agreement of the parties fails to be
fixed through fault of one party the other may e1ther treat the contract as canceled or fix a
reasonable price. » . S
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(4) Where,; however, the parties intend not.to be bound unless the price be:fixed or
agreed and it is'not fixed or.agreed there is no contract. In such a case the buyer must return
any goods already received orif unable so to do must pay their reasonable value at the time of
dehvery and the seller must return.any portion of the price pa1d on account.

. History: 1965 ¢ 811 s 336:2-305; 1986 c 444

'336.2-306 OUTPUT, REQUIREMENTS AND EXCLUSIVE DEALINGS
(1) A term which measures the quantity by the output of the seller or the requirements of
the buyér means such actual output or requirements as may occur in good faith, except that no
~ quantity unreasonably disproportionate to any stated estimate or in the absence of a stated
‘estimate to any-normal or otherwrse comparable pnor output or requlrements may be ten-
dered or‘demanded. ;
" (2) Alawful agreement by e1ther the seller or the buyer for exclusive dealing in- the kmd
of goods concernied imposes. unless otherwise agreed an obligation by the seller to use best
- efforts to supply the goods and by the buyer to use best efforts to promote the1r sale

Hlstory 1965 ¢ 811 s 336 2—306

‘336 2-307 DELIVERY IN SINGLE LOT OR SEVERAL LOTS

Unless otherwise agreed all goods calledforby a contract for sale imiust be tendered in a
single delivery and payment is due only on such tender but where the circumstances give
either party the right to make or demand dehvery in Iots the pnce ifitcanbe apporuoned may
“‘be demanded for each lot. :

© History: 1965 ¢ 811 s 336.2-307

336.2-308 ABSENCE OF SPECIFIED PLACE FOR DELIVERY.
Unless otherwise agreed
(a) the place for dehvery of goods isthe seller s place of busmess orif there is none , the
seller’s residence; but f
(b) in a contract for sale of identified goods which to the knowledge of the partles atthe
time of contractrng are in some other place, that place is the place for their delivery; and
' (¢) documents of title may be delrvered through customary banking channels ,

History: 1965 ¢ 811 5 336.2-308; 1986 c 444

33'6.2—.309 ABSENCE OF SPECIFIC TIME PROVISIONS; NOTICE] OF TER-
MINATION.

(1) The time for shipment or delivery or any other actionunder a contract if not provrded )
in this article or agreed upon shall be a reasonable time. .=

(2) Where the contract prov1des for successive perforrnances but i is s indefinite in dura—
tion it is valid for a reasonable time but unless otherwise agreed may be terminated at any
time by either party. -

(3) Termination of a contract by one party except on the happening of an agreed event
requ1res that reasonable notification be received by the other party and an agreement dis-
pensing with notification is.invalid if its operation would be unconscronable T

History: 1965 ¢ 811 s 336.2-309

336.2-310 OPEN TIME FOR PAYMENT. OR RUNNING OF CREDIT AUTHOR-
ITY TO SHIP UNDER RESERVATION - .,
Unless otherwise agreed S ' :
(a) payment is due atthe time and place at wh1ch the buyer is to receive the goods even
though the place of shipment is the place-of delivery; and - - .
(b) if the seller is authorized to send the goods the seller may ship them under reserva-
tion, and may tender the documents of title, but the buyer may:inspect the goods after their
arrival before payment is due unless such inspection is inconsistent with the terms of the con-
tract (section 336.2-513); and . o ,
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- (c) if delivery is authorized and made by way of documents of title otherwise than by
subsection (b) then payment is due at the time and place at which the buyer is to receive the
docurnents regardless of where the goods are to be received; and :

(d) where the seller is required or authorized to shlp the-goods on credit the credit penod
runs from the time of shipment but postdating the invoice or delaying its dispatch will corre-
spondingly delay the starting of the credit period.

History: 1965c811s3362—310 19860444 ’ A

336.2-311 OPTIONS AND COOPERATION RESPECTING PERFORMANCE

(1) An agreement for sale which is otherwise sufficiently definite (subsection (3) of sec-
tion 336.2-204) to be a contract is not made invalid by the fact that it leaves particulars-of
performance to be specified by one of the parties. Any such specrﬁcatlon must be made.in
good faith and within limits set by commercial reasonableness. .

_(2) Unless otherwise agreed specifications relating to assortment of the goods are at the
‘buyer’s-option and except as otherwise provided in subsections (1) (c) and: (3) of section
336.2-319 specifications or arrangements relating to shipment are at the seller’s option.

(3) Where such specification would materially affect the other party’s performance but
is not seasonably made or where one party’s cooperation is necessary to the agreed perform-
ance of the other but is not seasonably forthcoming, the other party in addition to all other
remedies e

(a) is excused for any resultmg delay in performance; and

(b) may also either proceed to perform in any reasonable manner or after the time fora
material part of the performance treat the failure to specify or to cooperate as a breach by
failure to deliver or accept the goods.

History: 1965 ¢ 811 s 336.2-311; 1986.c 444

336.2-312 WARRANTY OF TITLE AND AGAINST lNFRINGEMENT BUYER’S
OBLIGATION AGAINST INFRINGEMENT.

(1) Subject to subsection (2) there is in a contract for sale a warranty by the seller that

(a) the title conveyed shall be good and its transfer nghtful and,

(b) the goods shall be delivered free from any security interest or other lien or encum-
brance of which the buyer at the time of contracting has no knowledge

A warranty under subsection (1) will be excluded or modified only by specific lan-
guage or by circumstances which give the buyer reason to know that the person selling does
not claim to be the titleholder or to be selling only such right or trtle as the person selllng ora
third person may have.

" (3) Unless otherwise agreed a seller who is a merchant regularly dealmg in goods of the
kind warrants that the goods shall be delivered free of the rightful claim of any third person
by‘way of infringement or the like but a buyer who furnishes specifications to the seller must
hold the seller harmiess againstany such claim which arises out of comphance with the spec-
ifications.

Hlstory 1965 ¢ 811 s 336.2-312; 1986 c 444

336 2-313 EXPRESS WARRANTIES BY AFFIRMATION PROMISE DE-
SCRIPTION, SAMPLE.

(1) Express warranties by the seller are created as follows:

‘(a) Any affirmation of fact or promise made by the seller to the buyer which relates to
the goods and becomes part of the basis of the bargam creates an express warranty that the
-goods shall conform to the affirmation or promise.

(b) Any description of the goods which is made part of the basrs of the bargam Creates an
express warranty that the goods shall conform to the description.

(c) Any sample or model which is made part of the basis of the bargam creates an ex-
press warranty that the whole of the goods shall conform to the sample or model.

(2) It is not necessary to the creation of an express warranty that the seller use formal
words such as “warrant” or “guarantee” or that the seller have aspecific intention to make a

or
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warranty, but an affirmation merely of the value of the goods ora statement purporting to-be
merely the seller’s opinion or commendation of the goods does not create a warranty

Hlstory 1965 c 811 s 336: 2—313 1986c 444 RS L e

336 2—314 IMPLIED WARRANTY MERCHANTABILITY USAGE OF TRADE
(1) Unless excluded or modified (section 336.2-3 16), a warranty that the goods shall be
merchantable is implied in a contract for their sale if the seller is a merchant with respect to
goods of that kind. Under this section the serving for value of food or drmk to. be consumed
erther on the prermses or elsewhere is a sale. . . i _ Co Co
) Goods to be merchantable must be at least such as Lo e
(a) pass without objection in the trade under the contract description; and
(b) in the case of fungible goods are of fair average quahty wrthm the descnptron, and
(c) are fit for the ordinary purposes for which such goods are used and
(d) run, within the variations permitted by the agreement; of even kind, quality and ,
quantity within each unit and among all units involved; and .
" (e)are adequately contained, packaged, and labeled as the agreement may requrre and '
® conform tothe prorruses or affirmations of fact made on the container or label if any.
. (3) Unless excluded or modrﬁed (sectron 336 2—316) other unphed warrant1es may
arise from'course of dealmg Or usage, of tIade '

History: 1965 ¢ 811 s 336. 2—314

- 336.2-315 IMPLIED WARRANTY FITNESS FOR PARTICULAR PURPOSE

Where the seller at the time of contracting has reason to know any particular purpose for
which the goods are required and that the buyer is relying on the seller’s skill or judgment to
select or furnish suitable goods, there is unless excluded or modified under the next- sectron
an 1mp11ed warranty that the goods shall be fit for such purpose ‘

- History: 1965 ¢ 811 s 336.2-315 B

336 2—316 EXCLUSION OR MODIFICATION OF WARRANTIES

~ (1) Words or conduct relevant to the creation of an éxpress warranty and words or con-
duct tending to negate or limit warranty shall be construed wherever reasonable as consistent
with each other; but subjéct to the provisions ‘of this article, on parol or extrinsic evidence

(sectron 336.2-202) negatron or lrmrtatron is 1noperat1ve to the extent that such constructlon BRI

1s unreasonable

(2) Subject to subsection (3) to exclude or modlfy the 1mp11ed warranty of merchant—
) ab1hty or any part of it the language must mention merchantabrhty and in case of a writing
must be consplcuous ‘and to exclude or modify any 1mplred warranty of fitness the exclusion .
must be by a writing and conspicuous. Language to exclude all implied warranties of fithess
is‘sufficient if it states, for example thiat “There are ho warrantres whrch extend beyond the
description on the face hereof” ¢ ¥ - ST

3 Notw1thstand1ng subsectron 2

(@) unless the crrcumstances indicate otherwrse all 1mp11ed warrantres are excluded by
expressiofis like “as is,” “with all faults” or other language which in comimion understandrng
. calls'the buyer’s-attention to the exclusion of warranties and makes plam that there is: no 1m-

plied warranty; and : :

(b) when the buyer before entering into the contract has exarmned the goods or the sam-
ple ormodel 4s fully as desired or has refused to examine the goods there is no implied war-
ranty with regard to. defects whrch an exammatron ought 1n the crrcumstances to:have re-
vealed and - A R 1.

(c)an 1mphed warranty canalso be excluded or modrﬁed by course of dealmg or course
of performance or usage of trade: * - P

“'(4)Reinedies for breachof i warranty canbe lrrmted in: accordance with the provrsrons of
 this‘article on liquidation or limitation of: damages and on’ contractual modrﬁcatlon of reme-

dy (sections 336.2-718 and 336.2-719).: T : . o

History: 1965 c 811 5 336.2-316; 1986 c 444 - =, * .-
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33e6. 2—317 CUMULATION AND CONFLICT OF WARRANTIES EXPRESS OR IM-
"PLIED.. :

Warranttes whether express or 1mp11ed shall be construed as consistent wrth each other
and as cumulative, but if such construction is unreasonable the intention of the parties shall
determine whrch warranty is dommant In ascertmmng that intention the followmg fules ap-
p]y R o

* (a) Exactor, techmcal specrﬁcatrons d1splace an 1ncons1stent sample or model or gener-
al language of description. ‘

(b) A sample from an ex1st1ng bulk dlsplaces 1ncons1stcnt general language of descrip-
tion.

. ©) Express ‘Wwarranties dtsplace mconsrstent 1mp11ed warrant1es other than an 1mp11ed
warranty of ﬁtﬁess for'a partlcular purpose.

Hlstory° 1965 c81l's 336 2—317

. 336.2-318 THIRD PARTY BENEFICIARIES OF WARRANTIES EXPRESS ORIM-
PLIED

" Aseller’ s warranty whether express or 1mp11ed extends to any person who may reason-
ably be expected to use, consume or be affected by the goods and who is injured by breach of
the warranty. A seller may not exclude or limit the operation of thlS section.

Hlstory 1965 c 811 s 336 2—318 1969 c 621 56

336.2-319 FOB ANDFAS TERMS R : e
' * (1) Unless otherwise agreed theterms F.O.B. (wh1ch means “free on board”) at a named
place, even'though uséd' only in connectlon w1th the stated pnce, lS a dellvery term under
which: .
(a) when the term is F.O.B. the place of shipment, the seller must at that place sth the
goods in the manner provided in this article (sectlon 336.2-504) and bear the expense and
risk of putting them into the possession of the carrier; or '
(b) when the termris F.O.B.the: place of destmatron the seller must pay for, and stand the
risk of, the tIansportatton of the goods to that place’ and there tender dehvery of them in the
mianner prov1ded in this article (sectlon 336:2-504);
. =" (c) when under either (a) or (b) the term is also F.O. B vessel, car or other vehrcle the
seller must in addition pay for, and stand the risk of, the loadmg of the goods on board. If the
. term'is F.O.B. vessel the buyer miust name the vessel and in an appropriate case the seller
©  must comply with the prov1s1ons of this artrcle on the form of b111 of lading (SCCthIl
" 336.2-323). o :

(2) Unless othcrwrse agreed the term FA.S. vessel (Whlch means “free alongs1dc ) at a
named port, even though used only in connection with the stated pnce isa dehvery term un-
der which the seller must

(a) pay for, and stand the;risk of, the delivery. of the goods alongs1de the vcssel in the

-manner usual in that port or on ‘adock des1gnated and provided by the buyer and
: (b) obtain and tender a receipt for the goods in exchange for which the carrier is under a
duty to issue a bill of lading. . )
. (3) Unless otherwise agreed in any case falling within subsectlon 1) (a) or (c) or subsec-
tion (2) the buyer must seasonably give any needed instructions for making deiivery, includ-
ing whenthe termis F.A:S. or F.O.B. the loading berth of the vessel and in an appropriate case
its name and sailing date. The seller may treat the failure of needed instructions as a failure of
cooperatron under this article (section 336.2-311). The seller also has the option to move the
goods in any reasonable manner preparatory to delivery or shipment. . .. | _
+ (4)Under the term F.O.B. vessel or FA.S. unless otherwise agreed the buyer must make
payment against tender of the: requ1red documents-and the seller may not tender nor thebuyer
demand delivery of the goods in substitution for the documents.. . - .

History: 1965 c 811 s 336.2-319; 1986 c 444
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336.2-320 CIFANDC&FTERMS e

(1) The term C.I.F. means that the price includes in a lump sum the cost of the goods and
the insurance and freight to the named destination. The term C.& F. or C.F. means that the
pnce so includes cost and freight to the named destination.

(2) Unless otherwise:agreed and even though used only in:connection with the stated
pr1ce and destination, the term C.LF. destination or its equ1va1ent requires the seller to-pay
for;-and stand the risk of

(a) putting the goods into the possess1on of a carr1er at the port for sh1pment and obtaln-
mg anegotiable bill or bills of lading covering the ent1re transportanon to the named destma— ’
tion; and

(b) loading the goods and obtaining a receipt from the carrier (whrch may be contamed
v1n the bill of ladmg) showmg that the freight has been paid or provrded for; and

(c) obtaining a policy or certificate of insurance, including any:war risk i insurance, of a
kind and on terms then current at the port of shipment in the,usual amount, in the currency of
the contract, shown to cover the same goods covered by the bill of ladmg and’ prov1d1ng for
payment of loss to the order of the buyer or for the account of whom it may concern; but the
seller may add to the pr1ce the amount of the prenuum for any such war risk i 1nsurance, ‘and

- (d) preparing an 1nvorce of the goods and procunng any other documents requrred to
effect shlpment or to ‘comply with the contract; and, ;..

(e) forwarding and tendermg with commerc1al promptness all the documents in due :
form and with any endorsement niécessary to perfect the buyer’s rights. . o

(3) Unless otherw1se agreed the term C.& F.or its. equlvalent has the same effect and
1mposes upon the seller the same obligations and r1sks asaClL E term except ‘the obhgatlon :
~ as to insurance. :

(4) Under the term C.LF. or C.& F. unless otherwise agreed the buyer must make pay-
ment against tender of the required documerits and the seller may not tender nor the buyer
demand:delivery of the goods in substitiition for the documents i

Hlstory 1 965 ¢ 811 s 336 2—320 1 986 c 444

336 2-321 C LF. OR C.& F.: “NET LANDED WEIGHTS” “PAYMENT ON AR&
RIVAL”; WARRANTY OF CONDITION ON ARRIVAL. . LR

Under a contract containing:a term C.LF. or C.& F. - SRR SR A

(1) Where the price is based on or is to be adjusted according to “net landed weights,”
“delivered weights,” “out turn” quantity or quality or the like, unless otherwise agreed the
seller must reasonably estimate the price. The payment due on tender of the documents called
. for by the contract is the amount so estimated, but after final adjustment of the : price a settle-
ment must be made with commercial promptness. ,

(2) An agreement described in subsection (1) or any warranty of quahty or condmon of .
the goods on arrival places upon the seller. the risk of ordinary deterioration, shnnkage and
the like in transportation but has rig effect on the place or time of. 1dent1ﬁcat10n to the contract:
for sale or delivery or on thé passing of the risk of loss. |

(3) Unless otherwise agreed where the contract provrdes for payment on or after arrival
of the goods the seller must before payment allow such preliminary mspectlon asis feasible;
but if the goods are. lost dehvery of the documents and payment are due when the goods
~ should have arrived. o

History: 1965 ¢ 811 5 336.2-331 o '-l».i AR

. 336.2-322 DELIVERY “EX-SHIP”, nR R ER I SRR _
. (1) Unless otherwise agreed a term for delivery of goods “ex— shlp (which means from
the carrying vessel) orin equivalent language isnot restricted to a partictlar ship and requires
delivery from a ship which has reached a place at the named port of destmatlon where -goods
of the kind are usually discharged. o : _ :
(2) Under such a term unless otherwise agreed '
(a) the seller must dischaige all liens arising out of the'carriage and furmsh the buyer _
with a direction which puts the carrier under:a‘duty to deliver the goods; and - - :

3

~
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" (b) the risk of loss does not pass to the buyer until’ the goods leave the ship’s tackleor are
rotherw1se properly unloaded: EENET .o . ;

~ History: 1965 c 811 336. 2—3?2
336.2-323 FORM OF ‘BILL OF LADING REQUIRED lN OVERSEAS SHIPMENT
“OVERSEAS”. < 7

(1) Where the contract contemplates overseas shlpment and contains a term C.LEor
- C: & F. or FO.B. véssel, the seller unless otherwise agreed must obtain a negotiablé bill of
lading stating that'the goods have beenloaded on board or, in the case of aterm C.I. F or C &
F, I‘CCClVCd for smpment

“(2) Wherein a case within subsection (1) a bill of lading has Been issued in 4 set of parts,
unless otherwise agréed if the documents are niot to be sent-from abroad the buyer may de-
‘mand tender of the full‘set; otherwise only one part of the b111 of ladrng need be tendered
Even if the agreement expressly requires a full set :* :

(a) duetenderof a 'single part is acceptable within the prov1s1ons of thls article on cure of -
1mproper ‘delivéry (subsectlon (1) of section 336. 2—508) and ‘

(b) even though the full set is demanded if the docum nts are sént from abroad the per-
son tendering an mcomplete set may’ nevertheless requlre payment upon funushlng an. in-
demnity which the buyer in good fa1th deems adequate ' '

_ (3) A shlpment by water or by 4ir or a coniract contemplatmg such shipment is “over-
- seas” insofar as by usage of trade or agreement it is subject to the commercml ﬁnancmg or
shlppmg practlces characterrsttc of mternatlonal deep water commerce

History: /965 ¢ 811 5 336.2-323 o

G e

336 2—324 “NO ARRIVAL NO SALE” TERM ‘ , :
Under a term “no arrival, no sale” or terms of like meamng, unless otherw1se agreed

(a) the seller must properly ship conforming goods and if they arrive by any means the
seller must tender them on arrival but does not assume any ob11gat10n that the goods will ar-
rive unless the seller has-caused the nonarrival; and.

(b) where without fault of the seller the gdods are in part 16st of’ have SO detenorated as
* no longer to conform to the contract or atrive after the contracttime; the: buyer may proceed
as 1f there had been casualty to identified goods (section 336. 2—613)

Hlstory. ]965 c 811 5 336. 2—324 1986 ¢ 444"

336 2-325 “LETTER OF CREDIT” TERM; “CONFIRMED CREDIT” SRR
(1) Failure of the buyer seasonably to furmsh an agreed letter of cred1t is a breach of the

‘ contract for sale

. (2) The dehvery to seller ofa proper lettér of credit suspends the buyer s obllgatlon to
‘ pay Tf the letter of creditis dishonored, the selier may on seasonable notlﬁcatlon to the buyer
requlre payment directly from the buyer N
(3) Unless otherw1se agreed the term “letter of cred1t of ‘banker S credlt inacontract
for sale means an irfévocable credit issued by a financing agency of good repute and, ‘where
the shipment is overseas, of good international repute. The term “confirmed credit” means
that the credit must also carry the direct obligation of such an agency wh1ch does busmess in
the seller’s financial market.

Hlstory 1 965 c 8]1 5 336.2-325; 1 986 c 444

336 2—326 SALE ON APPROVAL AND SALE OR. RETURN CONSIGWENT .
SALES AND RIGHTS OF CREDITORS :

(1) Unless otherwise agreed, if delivered goods may be retumed by the buyer even
though they conform to the contract, the transaction is -

- (a)-a “sale on approval” if the goods are delivered pnmanly for use, and :
(b) a “sale or return” if the goods are delivered primarily for resale.-
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(2) Except as provided in subsection (3), goods held on approval are not subject to the
claims of the buyer s creditors until acceptance; goods held on sale or return are subject to
such claims while in the buyer’s possession.

(3) Where goods are delivered to a person for sale and such person maintains a place of
business dealing in goods of the kind involved, under a name other than the name of the per-
son making delivery, then with respect to claims of creditors of the  person conductrng the

_business the goods are deemed to be on sale or return. The provisions of this subsection are
applicable even though an agreement purports to reserve title to the person making dehvery
until payment or resale or uses such words ‘as * “on cons1gnment or “on memorandum
However, this subsectron is not applicable if the person making dehvery

(a) comphes with an applicable law provrdmg for a consignor’s interest or the hke to be
evidenced by a sign, or

(b) establrshes that the person conducting the business is generally known by the per-
son’s credrtors to be substantially engaged in selling the goods of others, or

(c) complres with the filing provisions of the article on. secured transactrons (artrcle 9)

(4) Any “or return” term of a contract for sale is to be treated as a separate contract for
sale within the statute of frauds section of this article (section 336.2-201) and as contradict-
ing the sale aspect of the contract:within the prov1s10ns of this article on parol or extrinsic
evidence (section 336.2-202). - .

History: 1965 ¢ 811 s 336 2-326,'1986 ¢ 444

336.2-327 SPECIAL INC]])ENTS OF SALE ON APPROVAL AND SALE OR RE
TURN.
(1) Under a sale on approval unless otherwise’ agreed ~ : '
(a) although the goods are identified to the contract the risk of loss and the title do not.
pass to the buyer until acceéptance; and
(b) use of the goods consistent with the purpose of trial is not acceptance but failure sea-
sonably to notify the sellerof election to return the goods is acceptance; and if the goods con-

- form to the contract acceptance of any part is acceptance of the whole; and

, (c) after due notification of election to return, the return s at the seller s nsk and expense
but a merchant buyer must follow any reasonable instructions.
) (2) Under a sale or return unless otherwrse agreed ’
(a) the option to return extends to the whole or any commercial unit of the goods whlle in
substantlally their original condition, but must be exer01sed seasonably, and -
(b) the return is at the’ buyer s risk and expense.

History: 1965 ¢ 811 5 336.2-327 -

336.2-328 SALE BY AUCTION. : : P I

) -(1)In asale by auction if goods are putup inlots each lotis the subjectof a separate sale _

(2) A sale by auction is complete when the auctioneér so announces by the fall of the -
hammer or in other customary manner. Where a bid is made while the hammer is falling in
acceptance of a prior bid the auctioneer may: reopen the b1dd1ng or declare the goods sold
under the bid on which the hammer was falling. ¢

- (3) Such a sale is with reserve unless the goods are in exphcrt terms put up wrthout re-
serve. In an auction with reserve the auctioneer may withdraw the goods at any time before
announcing completion of the sale. In an auction without reserve, after the auctioneer calls
for bids on an article or lot, that article or lot cannot be withdrawn:unless no bid is made with-
in areasonable time. In either case abidder may retract a bid until the auctioneer’s announce-
ment of completion of the sale, but a bidder’s retraction does not revive any previous bid.

(4)If the auctioneer knowingly receives a bid on the seller’s behalf or the seller makes
or procuressuch a bid, and notice has not been given that liberty for such bidding is reserved,
the buyer may either avoid the sale or take the goods at the price of the last good faith bid prior
to the completion of the sale. This subsection shall not apply to any bid at a forced sale.

History: 1965 ¢ 811 s 336.2-328; 1986 ¢ 444
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Partd’

TITLE, CREDITORS AND GOOD
FAITH PURCHASERS

336.2-401 PASSING OF TITLE; RESERVATION FOR SECURITY LIMITED AP-
PLICATION OF THIS SECTION -

Each provision of this article with regard to the rights, obhgatrons and rémedies of the

seller, the buyer, purchasers or other third parties applies irrespective of title to the goods ex-
cept where the provision refers to such title. Insofar as situations are not covered by the other
provisions of this artrcle and matters concernmg title become matenal the following rules
apply:
- (1) Title to goods cannot pass under a contract for sale prior to thexr identification to the
contract (section 336.2-501), and unless otherwise explicitly agreed the buyer acquires by
their identification a special property as limited by this chapter.' Any retention or reservation
by the seller of the title (property) in goods shipped or delivered to the buyer is limited in
effect to a reservation of a security interest. Subject to these provisions and to the provisions
of the article on secured transactions (article 9), fitle to goods passes from the seller to the
buyer in any manner and on any conditions explicitly agreed on by the parties.

(2) Unless otherwise explicitly agreed title passes to the buyer at the time and place at
which the seller completes performance with reference to the physical delivery of the goods,

. despite any reservation of a security interest and even though a document of title is to be de-
* livered at a different time or place; and in particular and despite any reservation of a security
interest by the bill of lading

(a) if the contract requires or authorizes the seller to send the goods to the buyer but does
not require the seller to deliver them at destination, title passes to the buyer at the time and
place of shipment; but

(b) if the contract requires delivery at dest1nat10n t1tle passes on tender there.

3) Unless otherwise explicitly-agreed where delivery is to be made w1thout moving the
goods

(a)ifthe. seller is to deliver a document of title, title passes at the tune when and the place
where the seller delivers such documents; or

. (b)if the goods are at the time of contracting already 1dent1ﬁed and no documents areto
be delivered, title passes at the time and place of contractlng

" (4) Arejection or other refusal by the buyer to receive or retain the goods whether ornot

justified, or a justified revocation of acceptance revests title to the goods in the seller Such
" revesting occurs by operation of law and is not a “sale.”

History: 1965 ¢ 811 s 336.2-401; 1986 ¢ 444

336.2-402 RIGHTS OF SELLER’S CREDITORS AGAINST SOLD GOODS.

_ - (1) Except as providéd in subsections (2) and (3), rights ‘of unsecured creditors of the
seller with respect to goods which have been identified to a contract for sale are subject to the
buyer’s rights to recover the goods under this article (sections 336.2-502'and 336.2-716).

(2) A créditor of the seller may treat a sale or an identification of goods to a contract for
sale as void if as against the creditor a retention of possession by the seller is fraudulent under -
any rule of law of thestate where the goods are situated, except that retention of possession in
good faith and current course-of trade by a merchant-seller for a cornmerc1a11y reasonable
time after a sale or identification is not fraudulent.

(3) Nothing in this article shall be deemed to impair the nghts of credrtors of the seller

%" (a) under thé pr_ov1srons of the article on secured transactions (article 9); or
" (b) where identification to the contract or delivery is made not in current course of trade
but'in satisfaction of or as security for a preexisting claim for money, security or thelike and
is made under circumstances-which under any rule of law of the state where the goods are
situated would apart from thrs arttcle constitute the transactron a fraudulent transfer or.void:
able preferénce. r o -

History: 1965 c 811 s 336.2-402; 1986 ¢ 444 -
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336. 2-403 POWER TO TRANSFER GOOD FAITH PURCHASE OF GOODS; “EN-
TRUSTING”. -

(1) A purchaser of goods acquires all title:which the purchaser’s transferor had or had
power to transfer except that a purchaser of alimited interest acquires rights only to the extent
of the interest purchased. A person with voidable title has power to transfer a good title to a
good faith purchaser for value. When goods have been dehvered under a transaction of pur-
chase the purchaser has such power even though ,

(a) the transferor was deceived as'to the identityof the purchaser or

(b) the delivery was in exchange for a check which is later dishonored, or -

‘ (¢) it was agreed that the transaction was to be a “cash sale,”or

(d) the delivery was procured through fraud punishable as larcenous under the criminal
law. ' : o - T
_ (2) Any entrusting of possession of goods to a merchant who deals in goods of that kind

gives the'merchant power to transfer all rights of the entruster toa buyer in ordrnary course of
business.
' (3) “Entrusting” includes any delivery and any acquiescence in retention of possession
regardless of any conditionexpressed between the parties tothe delivery or acquiescence and
regardless of whéther the procurement of the entrusting or the possessor’s drspos1t10n of the
-goods have been such as to be larcenous under the criminal law.

(4) The rights of other-purchasers of goods and of lien creditors are govemed by the
articles on secured transactions (article 9) and documents of title (article 7).

 History: 1965 ¢ 811 5 336.2-403; 1986 ¢ 444; 1991 c 17T art 252 *

; . Part5 .
- L PERFORMANCE

336.2-501 INSURABLE INTEREST IN GOODS; MANNER OF IDENTIFICATION
OF GOODS. -

(1) The buyer obtains a special property and an insurable interest in goods by 1dent1ﬁca-
tion of existing goods as goods to which the contract refers even though the goodsso identi-
fied are nonconforming and the buyer has an‘option to return or.reject them. Such identifica-
tion can be made at any time and in any manner explicitly agreed to by the parties. In the
absence of explicit agreement identification occurs

[(a) when the contract is made if it is for the sale of goods already existing and identified;

(b) if the contract is for the sale:of future.goods other than those described in paragraph
(c), when goods are shipped, marked or otherwise designated by the seller as goods to which
the contract refers; '

(c) whenthe crops are planted or otherwise become growing crops or the young are con-
ceived if the contract is for the sale ofunborn young to be born within 12 months after con-
tracting or for the sale of crops to be harvested within 12 months or the next normal harvest
season after contracting whichever is longer. -

(2) The seller retains-an insurable interest in goods so long as title to or any securrty in-
terest in the goods remains in the seller and where the identification is by the seller alone the
seller may until default or insolvency or notification to the buyer that the 1dent1ﬁcat10n is
final substitute other goods for those identified..

(3) Nothing in this section impairs any 1nsurab]e interest recogmzed under any ‘other
statute or rule of law.

History: 1965 ¢ 811 5 336.2-501; 1986 ¢ 444

 336.2-502 BUYER’S RIGHT TO GOODS ON SELLER’S lNSOLVENCY

(1) Subject to subsection (2) and even though the goods hdve not been shipped a buyer
who has paid a part or all of the price of goods in which the buyer has a special propeity under
the provisions of the immediately. precedrng section may on making and keeping good a ten-
der of any unpaid portion of their price recover them from the seller if the seller becomes
insolvent within ten days after receipt-of the first installmiént on their price.
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(2) If the identification creating the special property has been made by the buyer , the
buyer acquires the right to recover the goods only if they conform to the contract for sale.

History: 1965 ¢ 811 s 336.2-502; 1986 c 444 - B i

336.2-503 MANNER OF SELLER’S TENDER OF DELIVERY. -

(1) Tender of delivery requires that the seller put and hold conforming goods at the buy-
er’s disposition and give the buyer any notification reasonably necessary to enable the buyer
to take delivery. The manner; time and place for tender are determined by the agreement and
this article, and in particular

(a) tender must be at a reasonable hour, and if itis of goods they must be kept available
for the period reasonably necessary to enable the buyer to take possession; but

(b) unless otherwise agreed the buyer must furnish facilities reasonably suited to the
receipt of the goods.

(2) Where the case is ‘within the next sect10n respectmg shrpment tender requires that
the seller comply with its provisions.

(3) Where the seller is required to deliver at a particular destination tender requires that
the seller comply with subsection (1) and also in any appropriate case tender documents as
described in subsections (4) and (5) of this section. .

(4) Where goods are in the possession of a bailee and are to be dehvered w1thout being
moved

(a) tender requires that the seller e1ther tender a negotlable document of tltle coverlng
such goods or procure acknowledgment by the bailee of the buyer’s right to possession of the
goods; but

(b) tender to the buyer of a nonnegotiablé document of title or of a written direction to
the bailee to deliver is sufficient tender unless the buyer seasonably objects, and receipt by
the bailee of notification of the buyer’s rights fixes those rights as against the bailee and all
third persons; butrisk of 1oss of the goods and of any failure by the bailee to honor the nonrie-
gotiable document of title or to obey the direction remains on the seller until the buyer has had
areasonable time to present the document or direction, and arefusal by the bailee to honor the

_document or to obey the direction defeats the tender.

(5) Where the contract requires the seller to deliver documents

(a) the seller must tender all such documents in correct form, except as provided in this
article with respect to bills of lading in a set (subsection (2) of section 336.2-323); and

(b) tender through customary banking channels is sufficient and dishonor of a draft ac-
.companyrng the documents constitutes nonacceptance or rejection.

‘History: 1965 ¢ 811's 336.2-503; 1986 c 444

336.2-504 SHIPMENT BY SELLER. | - :

Where the selleris required or authorized to send the goods to the buyer and the contract
does not require the seller to deliver them at a partrcular destmatlon then unless otherwrse
agreed the seller must

(aj put the goods in the possession of such a carrier and maké such a contract for their
transportation as may be reasonable havrng regard to the nature of the goods and other cir-
cumstances of the'case; and

(b) obtain and promptly deliver or tenderin die form any document necessary to enable
the buyer to obtain possession of the goods or otherwise required by the agreement or by
usage of trade; and

(c) promptly notify the buyer of the shipment.

Failure to notify the buyer under paragraph (c) or to make a proper contract under para-
graph (a) is a ground for rejectlon only if matenal delay or loss ensues.

History: 1965 ¢ 811 s 336.2-504; 1986 ¢ 444 .

336.2-505 SELLER’S SHIPMENT UNDER RESERVATION _
(1) Where the seller has identified goods to the contract by or before shipment:

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998
409 | - UNIFORM COMRCIAL CODE  3362-509

() The seller’s procurenient-of a‘neg‘otrlable bill of lading to the seller’s own order or
otherwrse reserves in the seller a security interest in the goods. The seller’s procurement of
the bill to the order of a financing agency or of thé buyer 1ndlcates in addrtron only the seller’s
expectation of transferring that-interest to the persén named: . . ;

(b) A nonnegotrable bill-of lading to the seller or the seller’s nominee reserves posses-
sion of the goods as security but except in a case of conditional delivery (subsectron (2) of
section 336.2-507) a nonnegotiable bill of, 1ad1ng naming the buyer as a consignee reserves
no security interest even though the seller retains possession of the bill of lading. ‘

(2) When shipment by the seller with reservation of a security interest is in violation of
the contract for sale it constitutes animproper contract for transportation within the preced-
ing section. buti impaifs nelther the rights given to the buyer by shipment and identification of
the goods to the contract nor the seller’s powers as a holder of a negotiable document

History: / 965 < 8]1 5 336.2-505; 1986.c-444.,

336.2-506 RIGHTS OF FINANCING AGENCY. ..
. (DA ﬁnancrng agency by pay1ng or purchasmg for value a draft wh1ch relates toa sh1p-
" ment of ; goods acquires to the éxtent of the payment or purchase and in addmon 1o its own
rights under the draft and any documént of titlé securrng it‘any rights of the shrpper in the
goods 1nclud1ng the I ght to stop dehvery and the sh1pper S rlght to have the draft honored by
the buyer. ”

(2) Theright to reimbursement of afinancing agency which hasin good faith honored or
purchased ‘the draft under ‘cOmmitmé&fit to or authority from the buyer i$ not impairéd by sub-
sequent drscovery of defects wrth reference to‘ any relevant document whrch was apparently
regular on its face.

History: 1965 ¢ 811's 336 2—506

< -

336.2-507 EFFECT OF SELLER’S TENDER DELIVERY ON CONDITION
(1) Tender of dehvery is a condition to the buyer’s duty to accept the'goods and, unless
otherwise agreed, to the buyer’s duty to pay for.them: Tender entitles the seller to acceptance
of the goods and to payment according to the contract.
"' (2)Where payment is due and:demanded on the delivery to the buyer of goods of docu—
ments of titlé; the buyer’s right as .against the seller toretain or dlspose of them is condrtronal
upon the buyer’s making the paymentdue. . + - .~ - .. AT b

Hlstory ]965 c8ll's 336 2—507 1986 ¢: 444

336 2-508 CURE BY SELLER OF IMPROPER TENDER OR DELIVERY RE-
PLACEMENT.

(1) Where any tender or dehvery by the seller is reJected because nonconforrmng and
the time for performance has not yet expired,the seller may seasonably notify the buyer of -
the seller’s intention to.cure and may then within the. contract time make a conforming deliv-
ery.

(2) Where the buyer reJects a nonconformmg tender wh1ch the seller had reasonable
grounds to believe would be acceptable with or without money allowarice the seller fmay on
seasonably notifying the buyer have a further reasonable trme to substttute a c:onfonnmg ten-
der. '

Hlstory 1965 ¢ 8]] s 336 2—508 ]986 c 444 e

336.2-509 RISK OF LOSS'IN' TI-IE ABSENCE OF. BREACH e
(1) Where the contract requlres or. authonzes the seller to sh1p the goods by carrier
(a)if it does not reqliire the seller to deliver them af pamcular destination, the risk of
loss passes tothe buyer when the goods:: are duly'delivered to the camer even though the sh1p-
ment is tinder reservation (section 336: 2—505) but . ¢ T P
(b if it does require thé seller to dehver them at a partrcular destmatron and the goods
are there duly tendered while in'the posséssion of the carrier, the risk of loss passés to the
buyer when the goods are there duly so tendered as to enable the buyer to take: dellvery
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" (2) Where the goods are held by abailee, to be delivered without being moved, the nsk of
loss passes to the buyer - ‘

(a) on the buyer’s rece1pt of a negotrable document of title covenng the goods or.

(b) on acknowledgment by the bailee of the buyer’s right to possession of the goods; or

- (c) after the buyer’s recerpt of a nonnegotiable document of title or other written drrec-
tion to deliver, as provided in subsection (4) (b)-of section 336.2~-503.

(3) In any case not within subsection (1) or (2), the risk of loss. passes to the buyer on
receipt of the goods if the selleris a merchant otherwrse therisk passes to the buyer on tender
of dehvery

" (4)The prov1s1ons of this section are subject to contrary agreement of the part1es andto
the provisions of this article on sale on approval (sectlon 336 2—-327) and on effect of breach
on risk of loss (section 336.2-510).

History: 1965 c 811 s 336.2—509' 1986 ¢ 444

336.2-510 EFFECT OF BREACH ON RISK OF LOSS

(1) Where a tender or dehvery of goods so fails to conform to the contract as to give a-
right of I'C_]CCthl’l the risk of their loss remains on the seller until cure or acceptance

(2) Where the buyer nghtfully revokes acceptance the buyer may to the extent of any
deficiency in the buyer’s effective insurance coverage treat the risk of loss as havmg rested
on the seller from the beginning.

3) Where the buyer as to conformmg goods already 1dent1ﬁed to the contract for sale
repudiates or is otherwise in breach before risk of théir loss has passed to the. buyer the seller
may to the extent of any deficiency in the seller’s effective insurance coverage treat the r1sk
of loss as resting on the buyer for a commercially reasonable time.

Hlstory I 965 c 811 s 336. 2—510 1986 c 444

336. 2—511 TENDER OF PAYMENT BY BUYER PAYMENT BY CHECK
(1) Unless otherwise agreed tender of payment isa cond1t10n to the seller 's duty to ten-
der and complete any delivery. : .

(2) Tender of payment is sufficient when made by dny means orin.any-mannercurrent in
the ordinary course of business unless the seller demands payment in: legal tender and gives
any extension of time reasonably necessary to procure it. . , .

(3) Subject to the provisions of this chapter on the effect of an 1nstrument onan obl1ga—
tion (section 336.3-310), payment by check is conditional and is defeated as between the
parties by dishonor of the check on due presentment. -~ . - . : PSRRI A

Hlstory 1965 ¢ 811 s 336 2-511; 1992 ¢ 565 s 113 N

336 2-512 PAYMENT BY BUYER BEFORE INSPECTION e

(1) Where the contract requires payment before inspection nonconforrmty of the goods
does not excuse the buyer from so making payment unless

" (a) the nonconformity appears without inspection; or
. (b)despite tender of the required documents the cucumstances would Justrfy 1n]unctron
against honor under this chapter (section 336.5- 109(b)).

(2) Payment pursuant to subsectlon ) does not constitute an acceptance of goods or
impair the buyer’s right to inspect or any of the buyer’s remediées.

Hlstory 1965 ¢ 811 s3362—512 ]9866444 I997c II art2s2 v

"

336 2—513 BUYER’S RIGHT TO INSPECTION OF GOODS

-(1) Unless otherwise agreed and subject to subsection (3), where goods are tendered or
dehvered or identified to the contract for sale; the-buyer has a right before payment or accep-
tance to inspect them at any reasonable place and time and in any reasonable manner. When
the seller is required or authonzed to send the goods to the buyer thei mspectron may be after
their amval : : . : ‘ ..
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@2y Expenses of inspéction' must'be borne by the buyer but may be recovered from the
seller if the goods do not conform and are rejected. ; :

(3) Unless otherwise agreed and subjéct to the provisions of this article on C I F con-
tracts (subsection (3) of section 336.2-321); the buyer is not ent1t1ed to mspect the goods be—
fore payment of the’ pr1ce when the cofitract provides - -

(a) for delivery “C.0.D.” or on other like terms; or ~ - . e g

(b) for payment against documents of title, except where such payment 1s due only after ,
‘the goods are to become available for inspection. - R LR

. (4) Aplace or method of inspection fixed by the parties is presumed to be exclus1ve but
unless otherwise’ expressly agreed it does not postpone identification of shlft the place for
delivery or for passing the risk of loss. If compliance becomés impossible, 1nSpect10n shallbe

 as providéd in this séction unless the place or method fixed: was clearly’l ended as an; 1nd1s-'
pensable condltlon fa11ure of which avords the contract Lo :

I-Ilstory 1965 c 811 ] 336 2—-513

336.2-514 WHEN DOCUMENTS DELIVERABLE ON ACCEPTANCE WHEN ON ,
PAYMENT. )

‘ Unless otherw1$e agreed documents agamst whrch a draft is drawn are té be dellvered to
the drawee on acceptance of the draft 1f itis payable more than three days after presentrnent
otherwise, only on payment. °

- History: 1965 ¢ 811 $336.2-514 ... .,

336 2-515 PRESERVING EVIDENCE OF GOODS IN DISPUTE.

In furtherance of the adjustment of any claim or dispute

(a) either party on reasonable notification to the other and for the purpose of ascertam—
ing the facts and preserving evidence has the nght to inspect,.test-and sample the goods in-
cluding such of them as may be in the possession or control of the other; and

- (b) the parties may agree to a third party inspection.orsurvey to determine the confonm
ty or condition of the goods and may agree that the findings shall be bmdmg upon theminany
subsequent 11t1gat10n or adjustment. , . _ e s

History: 1965 ¢ 811 5 336.2-515 . O S

: Part 6
BREACH, REPUDIATION AND EXCUSE

33e6. 2—601 BUYER’S RIGHTS ON IMPROPER DELIVERY

Subject to the provisions of this article on breach in installment : contracts (sectron
336.2-612) and unless otherwise agreed under the sections on contractual limitations of rem-
edy (sections 336.2-718 and 336.2-719), if the goods:or the tender of dehvery fail in any
respect to conform to the contract, the buyer may -, e .

(a) reject the whole;.or .. = S i e e e

(b) accept the whole; or -~ -+ fe T ST

(c) accept any commercial unit or umts and re_|ect therest. * .- o

History: 1965 ¢ 811 s'336.2-601

336.2-602 MANNER AND EFFECT OF RIGHTFUL REJECTION' - .

(1) Rejection of goods'must be within a reéasonable time aftex their dehvery or tender It
is ineffective unless the buyer seasonably notifies the seller. . -

(2) Subject to the provisions of the two followmg sectlons on re_;ected goods (sectlons
336.2-603-and 336.2-604);: : ;

(a) after rejection any exercise of ownershrp by the buyer w1th respect to any commer-
cidl unit is’ wrongful as against the seller; and - s

- (b)if the buyer has befote rejection taken phys1cal possession of goods in which-the
buyer does not have a security interest under the provisions of this article (subsection (3) of
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section 336.2-711), the buyer is under. a duty.after rejection to hold them with reasonable'
care at the seller’s disposition for a time sufficient to permit the ‘seller to remove them; but
(c) the buyer has.no further obligations with regard to goods nghtfully rejected.
(3) The seller’s rights with respect to goods ‘wrongfully rejected are governed by, the
provisions of this article on seller’s remedies in general {section . 336 —7-03). :

Hlstory 1965 ¢ 811 s 336.2-602; 1986 ¢: 444

B 336 2—603 MERCHANT BUYER’S DUTIES AS TO RIGHTFULLY REJECTED
GOODS

(1) Subject to any secunty mterest in the buyer (subsectron (3) of sectron 336 2-711),

when the seller has no agent or place of business atthemarket of reje ect10n a merchant buyeris

‘under a, duty afterrejecuon of goods in the merchant] buyer s possess10n or control: to follow

- any reasonable instructions received from the selier with respect to the.goods andi in the ab-
sence of such instructions to make reasonable efforts to sell them for the seller’s account if
they are penshable or threaten to decline in value speedﬂy Instructions are not reasonable if
on demand indemnity for expenses is not forthcoming... o

(2) Whén the buyer sells goods under subsectron (1) the buyer is ent1t1ed to relmburse—

ment from the seller or out of the proceeds for reasonable expenses of caring for and selling

- them, and if the expenses 1nc1ude no selhng comrnission then to such commission as is usual
in the trade or if there is noné to a reasonable sum hot exceedlng ten f)ercent on the gross
proceeds.

(3) In complying with thrs section the buyer is ‘heid only to good faith and good fmth
conduct hereunder i is ne1ther acceptance nor conversron nor the bas1s of an action for dam—v
ages.

Hlstory 1 965 c8lls 336 2—603 1 986 < 444

336.2-604 BUYER’S OPTIONS 'AS TO SALVAGE OF RIGHTFULLY REJECTED
GOODS. o

Subject to the provisions of the immediately precedrng section on perishables if the sell-
er givesno instructions within areasonable time after notification of rejection the buyer may
store the rejected goods for the seller’s account or reship them t6 the seller or resell them for
the seller’s account with reimbursement as provided in'the preceding section. Such action is
not acceptarice or conversion.

_ History: 1965 c 811 5 336.2-604, 1 986 c 444

336.2-605 WAIVER OF BUYER’S OBJ ECTIONS BY FAILURE TO PARTICU-
LARIZE. - t

(1) The buyer’s fallure 10 state in connection w1th re]ectlon a partrcular defect which is
ascertamable by reasonable inspection precludes the buyer from relymg on the unstated de—
fect to justify rejection or to establish breach U el

(a) where the seller could have cured'it if stated’ seasonably, or

(b) between merchants when the seller has after rejection made arequest in writing for a
full and final written statement of all defects on which the buyer proposes to rely.

(2) Payment against documents made withoutreservation of rights precludes recovery
of the payment for defects apparent on the face of the documents.

Hlstory 1965 c 811 s 336 2—605 1 986 c 444

336.2-606 WHAT CONSTITUTES ACCEPTANCE OF GOODS

(1) Acceptance of goods occurs when-the buyer :

(a). after a reasonable opportunity: to.inspect the: goods srgmﬁes to the seller that the
goods are conformmg or that the buyer will take or retain them in spite of their nonconfomn
ty; or : SRRt DI

"~ (b) falls to make an effectlve reJectlon (subsectron (1) of section 336 2—602) but such
acceptance does not occur until the buyerhas had a reasonable opportunity to inspect them;
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(c) does any act inconsistent with the seller ) ownershrp, but if such act is wrongful as
against the seller it is an acceptance only if ratified by the seller. :

2) Acceptance of a'part of any commercral unit'is acceptance of that'entire umt
. History: 1965 ¢ 811 s 336. 2-606, 1 986 c 444 ' L

336.2-607 EFFECT OF ACCEPTANCE NOTICE OF BREACH; BURDEN OF ES-
TABLISHING BREACH AFTER ACCEPTANCE NOTICE OF CLAIM OR LIT-
IGATION TO PERSON ANSWERABLE OVER o

(1) The buyer must pay at the contract rate for any goods accepted

) Acceptance of goods by the buyer precludes rejection of the goods accepted and if
made with knowledge of a nonconfonmty cannot be revoked because of it unless the accep-
tance was on the reasonable assumptmn that the nonconformrty would be seasonably cured
but acceptance does not of itself impair any other remedy provrded by this article for noncon-
formity.

(3) Where a tender has been accepted

(a) the buyer must within a reasonable ‘time after the buyer discovers or should have
discovered any breach notrfy the seller of breach or be barred from any remedy; and

(b)if the claim is‘one for infringement or the like (subsection (3) of section 336.2-312)
‘and the buyer is sued as a result of such a breach the buyer must so notify the seller within a
reasonable time after.receiving notice of the htlgatlon or be barred from any remedy over for
liability established by the litigation.

(4) The burden is on the buyer to estabhsh any breach with respect to the goods ac-
cepted.

-(5) Where the buyer is sued for breach of a warranty or other oblrgatlon for Wthh the
buyer’s selleris answerable over ,

(a) the buyer may give that seller written notice of the lltrgatron If the notice states that
the seller may come in and defend and that if the seller does not do so the seller will be bound
in any action against the seller by the buyer by any determination of fact common to the two
litigations, then unless the seller after seasonable rece1pt of the notrce does come in and de-
fend the seller is so bound. ,

(b) if the claim is one for mfnngement or the like (subsectmn 3) of section 336. 2—3 12)

 the original seller may demand in'writing that the original seller’s buyér tur over control'of
the litigation including settlement or else be barred from any remedy over and if the original
‘seller also agrees to bear dll expense and to satisfy any adverse judgment, then unless the
buyer after seasonable receipt of the demand does turn over control the buyer is so barred.

(6) The provisions of subsections (3), (4) and (5) apply to any obligation of a buyer to
hold the seller harmless agalnst 1nfr1ngement or the like (subsectlon 3) of sectlon
336.2-312).

History: 1965 c 811 s 336 2-607; 1986 c 444

336.2-608 REVOCATION OF ACCEPTANCE IN WHOLE OR IN PART.

(1) The buyer may revoke an. acceptance of alot or commerc1a1 unit whose nonconfor-
mity substantially impairs its value to the buyer if it was accepted ‘

- (a) on the reasonable assumption that its, nonconfomuty would be cured and it has not
been seasonably cured; or .. .

(b) without discovery of such nonconfornuty 1f the acceptance was reasonably 1nduced

either by the difficulty of discovery before acceptance or by the seller’s assurances.

(2) Revocation of acceptance must occur within a reasonable time after the buyer dis-
covers or $hould have discovered the ground for it and before any substantial change in -
condition of the goods which is not caused by their own defects.: It is not effectrve until the
buyer notifies the seller of it.

(3) A buyer who so revokes has the same rrghts and dutres w1th regard to the goods in-
volved as if the buyer had rejected them. . :

History: 1965 c 811 s 336.2—608; 1986 ¢ 444
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336.2-609 RIGHT TO ADEQUATE ASSURANCE OF PERFORMANCE.

(1) A contract for sale imposes an obligation on each-party that the other’s expectation
of recelvmg due performance will not be impaired. When reasonable grounds for insecurity
arise with respect to the performance of either party the other may in writing demand ade-
quate assurance of due performance and until such assurance is received may if commercial-
ly reasonable suspend any performance | for whrch the person makmg the demand has not al-
réady received the agreed return.”

" (2) Between ‘merchants the reasonableness of grounds for 1nsecur1ty and the adequacy
of any assurance offered shall be determined accordmg to commercial standards.

(3) Acceptance of any 1mproper dehvery or payment does not preJudrce the aggrieved

party’s right to demand adequate assurance of future performance. g

(4) After receipt of a justified demand failure to prOV1de within a reasonable time not
‘exceeding 30 days such assurance. of due performance as is adequate under the circuin-
stances of the particular case is a repudiation of the contract. -

History: 1965 ¢ 811 5 336.2-609; 1986 ¢ 444 :

336.2-610 ANTICIPATORY REPUDIATION et :

When either party repudiates the contract with respect to a performance not.yet due the
loss of which will substannally impair the value of the contract to the other the aggrieved
‘party may

(a) for a commercially reasonable time await performance by the repudlaung party; or

(b) resort to any remedy for breach (section 336.2+-703 or section 336.2-711), even
though the aggrieved party has notified the repudiating party that the aggrieved party would
await the latter’s performance and has urged retraction; and

* (c) in either case suspend the aggrieved party’s performance or proceed in accordance
with the provisions of this article on the seller’s right to identify goods to the contract not-
wrthstandrng breach or to salvage unfinished goods (section 336. 2-704) ‘

History: 1965 ¢ 811 s 336.2-610; 1986 c 444:

‘ 336.2-611 RETRACTION OF ANTICIPATORY REPUDIATION

(1) Until the repudiating party’s next perforrnance is due the repudiating party can re-
tract the repudiation unless the aggrieved party has since the repudiation canceled or materi-
ally changed posrtron or otherwise 1nd1cated that the aggrieved party considers the repudl-.
ation final. .

(2) Retraction: :may be by any method Wthh clearly 1nd1cates to the aggneved party that
the repudiating party intends to perform, but must include any assurance justifiably de-
manded under the provisions of this article (sectlon 336. 2—609)

_ (3) Retraction reinstates the repudiating party’s rights under the contract w1th due ex-
cuse and allowance to the aggrieved party for any delay occasioned by the repudiation.

History: 1965 ¢ 811 5 336.2—611; 1986 c 444

336.2-612 “INSTALLMENT CONTRACT”; BREACH.

(1) An “installment contract” is one which requires or authorizes the dehvery of goods
in separate lots to be separately accepted, eveén though the contract contams a clause “each
delivery is a separate contract” or its equivalent. i « :

(2) The buyer may reject any installment which is nonconformmg ifthe nonconforrmty
substantially impairs the value of that installment and cannot be cured or if the nonconformi-
tyis adefectin the required documents; but if the nonconformity does not fall within subsec-
tion (3) and the seller glves adequate assurance of its cure the buyer must accept that install-
ment.

3) Whenever nonconforrmty or default with respect to one or more 1nstallments sub-
stantially impairs the value of the whole contract there is a breach of the whole. But the ag-
grieved party reinstates the contract by accepting a nonconforming installment without sea-
sonably notifying of cancellation or by bringing an-action with respect only to past install-
ments or by demanding performance as to future installments.

History: 1965 c 811 5 336.2-612; 1986 c 444
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336.2-613 CASUALTY TO IDENTIFIED GOODS. -

Where the contract requires for its performance goods identified when the contract is
made, and the goods suffer casualty w1thout faultof either party before the risk of oss passes
to the buyer, or in a proper case under a “no arrival, no sale” term (section 336.2-324) then

(a) if the loss is total the contract is av01ded and

(b) if the loss is partial or -the goods have so deteriorated as no longer to conform to the
contract the buyer may:nevertheless demand inspection and either treat the contract as
avoided or accept the goods with due allowance from the contract price for the deterioration
or the deficiency in quantity but without further nght against the seller.

- History: 1965 ¢ 811 s 336.2-613; 1986 ¢ 444

336.2-614 SUBSTITUTED PERFORMANCE.

(1) Where without fault of either party the agreed berthing, loading, or unloading facili-
ties fail or an agreed type of carrier becomes unavailable or the agreed manner of delivery
otherwise becomes commercially impracticable but a commercially reasonable subsutute is
available, such substitute performance must be tendered and accepted.

(2) If the agreed means or manner of payment fails because of domestic.or foreign gov-
erniental regulation, the seller may withhold or stop delivery unless the buyer provides a
means or manner of payment which is commercially a substantial equivalent. If delivery has-
already been taken, payment by the means or in the manner provided by the regulation dis-
charges the buyer’s obligation.unless the regulation is discriminatory, oppressive or predato-
~ History: 1965 ¢ 811 5 336.2-614"

336.2-615 EXCUSE BY FAILURE OF PRESUPPOSED CONDITIONS

Except so far as a seller may have assumed a greater obligation and sub]ect to the pre-
ceding section on substituted performance: _

(a) Delay in dehvery or nondelivery in whole ¢ or in part by a seller who comphes w1th
paragraphs (b)-and (c) is not a breach of duty under a contract for sale if performance as
agreed has been ‘made impracticable by the occurrence of a contingency the nonoccurrence
of which was a 'basic assumption on which the contract was made or by compliance in good
. faith with dny applicable foreign or domestic governmental regulation or order whether or
not it later proves to be invalid.

(b) Where the causes mentioned in paragraph (a) affect only a part of the seller’s capac-
ity to perform, the seller must allocate production and deliveries among the $eller’s clistom-
ers but may include regular customers not then under contract as well as the sellet’s own re-
quirements for further manufacture The seller may so allocate in any manner whlch is fair
and reasonable. .. . ..o

(c) The seller must notify the buyer seasonably that there will be delay or nondehveryv
and, when allocation is required under paragraph (b), of the estimated quota thus made avail-
able for the buyer. .

Hlstory 1965 c 8]] s 336 2—615 1986 c 444

336.2-616 PROCEDURE ON NOTICE CLAIMING' EXCUSE

(1) Where the buyer recelves notification of a material or indefinite delay or an alloca-
tionjustified under the'preceding section the buyermay by written notification to the seller as
to any delivery concerned, and where the pro"spective' deficiency substaiitially impairs the
value of the wholé contract under the provisions of this article relating to breach of 1nstall—_
ment contracts section-(336.2-612), then also as'to the whole, -

“(a) terminate arid thereby discharge any unexecuted portion of the contract; or

(b) modify the contract by agreeing to take the available quota in substitution.

(2) If after recelpt of such notification from the seller the buyer fails so to modify the
contract within a reasonable time not exceedlng 30 days the contract lapses w1th respect to
any deliveries affected.
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(3) The provisions of this section may not be negated by agreement except insofar as the
seller has assumed a greater obligation under the preceding section.

Hlstory 1965 ¢ 811 5 336.2-616; 1986 c 444

‘Part 7’
REMED[ES

336 2—701 REMEDIES FOR BREACH OF COLLATERAL CONTRACTS NOT IM-
PAIRED. - ~

Remedies for breach of any obhgatron or promise collateral or ancrllary toacontract for
sale are not impaired by the provisions of this article.

History: 1965 c 811 s 536.2-701

336.2-702 SELLER’S REMEDIES ON DISCOVERY OFBUYER’S INSOLVEN CY.

(1) Where the seller discovers the buyer to be insolvent the seller may refuse delivery:
except for cash including paymentfor all goods theretofore delivered under the contract, and
stop delivery under this article (section 336.2-705). :

(2) Where the seller discovers that the buyer has received goods on credit wh11e insol-
vent the seller may reclaim the goods upon demand made within ten days after the receipt,but
if misrepresentation of solvency has been made to the particular seller in writing within three;
months before delivery the ten day limitation does not apply. Except-as provided in this sub-
section the seller may not base a right to reclaim goods on the buyer’s.fraudulent or innocent.
misrepresentation of solvency or of intent to pay. ' A

(3) The seller’s right to reclaim under subsection (2) is subject to the rights of a buyer in

“ordinary course or other good faith purchaser under this article (section 336.2—403). Suc-
cessful reclamation of goods excludes ail other remedies with respect to them.

- History: 1965 c 811 s 336.2-702; 1969 c 621 s 1; 1986 c 444

336.2-703 SELLER’S REMEDIES IN GENERAL

Where the buyer wrongfully rejects or Tevokes acceptance of goods or fails to make a
payment due on or before delivery or repudiates with respect to a part of the whole, then with
respect to any goods directly affected and, if the breach is of the whole contract (section
336.2-612), then also with respect to the whole undelivered balance, the aggrieved selle_rf
may . . T
(a) withhold delrvery of such goods; =
() stop dehvery by any bailee as hereafter provided (sectlon 336.2-705);
* (c)-proceed under the next section respecting goods stiil umdentrﬁed to the corrtract; ‘
(d) resell and recover damages as hereafter provided (section 336.2-706);
(e) recover damages for nonacceptance (section 336. 2—708) orina proper case the price
(section 336.2-709); . o , .

() cancel.

History: 1965 ¢ 811 s 336 2-703

336.2-704 SELLER’S RIGHT TO IDENTIFY GOODS TO THE CONTRACT NOT-
WITHSTANDING BREACH OR TO SALVAGE UNFINISHED GOODS.

(1) An aggrieved seller under the preceding section may .

(a) identify to the contract conforming goods notalready identifiedif the aggrreved sell-
er possessed or controlled the goods at the time of learning of the breach;

(b) treat as the subject of resale goods which have demonstrably been mtended for the
particular contract even though those goods-are unfinished. .- .. ;.

(2) Where the goods are unfinished an aggrieved seller may in the exercise of reason-
able commercial judgment for the purposes of avoiding loss and of effective realization ei-
ther complete the manufacture and wholly identify the goods to the contract or cease
manufacture and resell for scrap or salvage value or proceed in any other reasonable manner.

History: 1965 c 811 s 336.2— 704; 1986 ¢ 444
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336:2-705 SELLER’S STOPPAGE OF DELIVERYIN TRANSIT OR OTHERWISE
(1) The seller may stop dehvery of goods inthe possess1on ofa carrrer or other bailee on
discovering the buyer to be insolvent (section 336.2-702) and may stop délivery of carload,
truckload, planeload or larger shipments of express or. frelght when the buyer repudiates or
fails to make a payment due before deh’ L ury or 1f for any other reason the seller has a nght to
wrthhold or recla1m the: goods S
‘ (2) As agamst such. buyer the sell may stop vdehvery unt11 .
(a) recerpt of the goods by the buyer; ¢ or . C :
(®) acknowledgment to the buyer by any ballee of the goods except a carrier that the
ballee holds the goods for the buyer; or
~ (c)such acknowledgment to the buyer by a carrier by reshrpment or as warehouse oper—
ator, or
“(d) negotratron to'the buyer of any négotiable document of title cGVering ‘the . goods
"(3) (a) To stop delivery the seller must 50 notify as to enable the barlee=by reasonable
d111gence to prevent dehvery of the 'goods.:*
‘{(by After such notification'the bailée ‘st hold and de11ver the goods accordmg to the
d1rect10ns of the'séllér bit the seller is liablé to the bailee for any’ ensuing charges or’damages.
(©)Ifa negotrable document of title has been issued for goods the barlee 1s not obhged to
obey a notlﬁcanon to ‘stop until surrendeér of the document. L
' (d) 4 A carner ‘Who has 1ssued a nonnegotlable bill of ladm gisnot obllged to obey a notlﬁ—'
_ cat1on to stop recerved from a person other than the ¢ consrgnor o ‘

" History: 1965 c 811 s 336.2-705, 1986 ¢ 444, "

336.2-706 SELLER’S RESALE INCLUDING CONTRACT FOR RESALE .
1) Under the conditions stated in section 336.2-703on Sellet’s rémedies, the seller may
resell the goods concerned or the undelivered balance thereof. Where the, resale is made in
good faith and in a commermally reasonable mariner, the seller may recover the drfference" ,
between the resale price and thé conract pricé together w1th anyi mmdental damages allowed ‘
under the provisions of this article (sectlon 336 2—710) but less expenses saved m conse—
quence of the' buyer’s breach. [
2) Except as otherw1se prov1ded in subsectron (3) or unless otherw1se agreed resale"
“may be-at public or pnvate ‘'sale including sale by way of one or inore contracts to sell or of
identification to an existing contract of the seliér. Sale may be as a unit or'in parcels and at any.
time and place and on any terms but every aspect of the sale 1nclud1ng the method; manner, -
time, place and terms nust be commerc1ally reasonable The resale miust be’ reasonably iden- .

tified as refernng to the broken contract, but it is not riccessary that the goods be'in emstence; B

or that any orall of them have been identified to' the contract before the breach.
(3) Where thé'résale is at pnvate sale the seller must g1ve the buyer‘reasonable not1ﬁca—:' N

(4) Where the regalé is at pubhc sale f,"; ;" Fooe o
(a) only 1dent1ﬁed goods can, be sold except. where there is a recogni zed market for a‘
pubhc sale of futures in goods of the kind; and L

(b) it must be made at a usual place or market for, pubhc sale 1f one is reasonably avall-
able and except in the case of goods which are penshable or thréaten to decling in value
speedrly the seller must g1ve the buyer reasonable notice-of the time and place of the resale i

(c) if the goods are not to be wrtlnn the view of those attendmg the sale the notrﬁcatron of ,
sale must state the place where the-goods are located and prov1de for their reasonable inspec-
tion by prospectwe bidders; and ;jf b e g g e .

(d) the seller may buy. '

(5) A purchaser who buys in good faith at a resale takes the goods free of any nghts of
the 6ri iginal buyereven though the seller fails o comply with'one or inore of the requlrementsj
of this section. : ) S

() The seller isnot accountable tothe buyer for any proﬁt made on'any résale. A person
inthé position'of a'seller (sectlon 336.2-707) orabuyer’ who has nghtfully rejected or justifi-
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ably revoked acceptance must account for any excess over the amount of a- secunty interest,
as heremafter deﬁned (subsectlon 3) of section 336 2—711)

Hlstory 1965 c 811 $:336.2-706; 1986c444 ; ‘_.,-,.i . L

336.2-707 “PERSON IN THE POSITION OF A SELLER” _

(1) A “person in the position of a seller” 1ncludes as againsta principal an agent whohas
paid or become responsible for the price of goods on behalif of the principal or anyone who
otherwise holds a security interest or other right in goods similar'to that of a seller.

~ (2) A person in the position of a seller may as provrded in this article withhold or stop
delivery (section 336:2-705) and resell (section 336 2—706) and recover 1ncrdental damages
(sectron 336. 2—710) -

History: 1965¢ 811 s '336.2-707; 1986 ¢ 444 e "

336 2-708 SELLER’S DAMAGES FOR NONACCEPTANCE OR REPUDIATION

(1) Sub]ect to subsection(2) and to the provisions of this article with respect to proof of -
market price (section 336.2-723), the measure of damages for nonacceptance or repudiation
by the buyer is the difference between the market price at the time and place for tender and the
unpaid contract price together with any incidental damages provided in this article (sectlon
336.2-710), but less expenses ; saved in consequence of the buyer’s breach.

(2) If the measure of damages provided in subsection (1) is inadequate to put the sellerm
as good a position as performance would have done then the measure of damages is the proﬁt
(including reasonable overhead). which the seller would have made from full performance by
the buyer, together with any incidental damages provided in this article (section336.2-710),
due allowance for costs reasonably incurred and due credit for payments or proceeds of re-

sale. =

Hlstory 1965 ¢ 8]1 s 336 2-708

336.2-709 ACTION FOR THE PRICE. s
" (1) When the buyer fails to pay the prrce as 1t becomes due the seller may recover, to-
gether with any incidental damages under the next section, the price ‘

(ayof goods accepted or of conforming goods lost or damaged wrthrn a commercrally
reasonable time after risk of their loss has passed to the buyer; and

(b) of goods 1dent1ﬁed to the contract if the séller is unable after reasonable effort to.
resell themata reasonable pnce orthe crrcumstances reasonably indicate that such effort w111
: be unavallmg ;

:(2) Where the seller stes for the prrce the seller must hold for the buyer any goods which
have been identified to the contract and are still in the seller’s control except that if résale,
becomes possrble the seller may resell them at any time prior to the collection of the judg-.
ment. The net proceeds of any such resale must be credited to the buyer and payment of the
judgment entitles the buyer to any goods hot resold. .

, (3) After the buyer has wrongfully rejected or. revoked acceptance of the goods or has
failed to make a payment due or has repudiated (section 336.2-610), 4 seller who i is held not
entitled to the price under this section shall nevertheless be awarded damages for nonaccep-

' tance under the preceding section.

History: 1965 c 811 s 336. 2—7'09 1986 cd444

336.2-710 SELLER’S INCIDENTAL DAMAGES D

Incidental damages to an aggrieved seiler mclude any commercrally reasonable-
charges; expenses or commissions incurred in stopping delivery, in the transportation, care
andcustody of goods after the buyer’sbreach, in connection w1th returnorresale of the goods
or otherwise resulting from the breach. . ;

Hrstory 1965 ¢ 811 s 336 2-710

336.2-711 BUYER’S REMEDIES IN GENERAL BUYER’S SECURITY INTER-
‘EST IN REJECTED GOODS. ’

- (1) Where the seller fails to make delivery or repudiates or the buyer nghtfully rejects or
_]ustrﬁably revokes. acceptance then wrth respect to any goods. mvolved and with respect to
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the whole if the breach goes tothe whole contract ($ection 336. 2-612): the buyer may cancel
and with or wrthout having done SO may 1in addrtton to recovenng S0 much of the price as has
been paid i :

*" (@) “cover” and have damages under the next sectron as to all the goods affected whether

or not they have been identified to the conttact; or |

~ (b) recover damages for nondelivery-as provided in this article (section 336 2-713).

@) Where the seller fails to dehver or repudiates the buyer may also '

| (a)ifthe goods ‘have been identified recover them as provided in this article (sectron
336.2-502); or .

(b) in a proper case obtain specrﬁc performance or replevy the goods as prov1ded in this
article (section 336.2-716).

(3)On nghtful rejection or Justrﬁable revocation of acceptance a buyer has a secunty
interest in goods in the buyer’s possess1on or control for any payments made on the1r price
and any expenses reasonably incurred in their inspection, receipt, transportation, care and
custody and may hold such goods and resell them in lrke manner as an aggneved seller (sec-
tion 336.2-706). :

History: 1965 ¢ 8]] s 336 2—711 19860444 R
336 2-712. “COVER” BUYER’S PROCUREMENT OF SUBSTITUTE GOODS ,

(1) After a breach w1thm the preco.ing section the buyer may “cover” by makmg in
good faith and without unreasonable delay any reasonable purchase of or contract to pur-
chase goods in substitution for those due from the seller.

(2) The buyer may recover from the seller as damages the difference between the cost of
cover and the contract price to gether with any incidental onconsequennal damages as herein- )
after defined (sectron 336. 2—715), but less expenses saved in consequence of the seller s
breach.

(3) Failure of the buyer to’ effect cover w1thm thrs sectron does not bar the buyer from

any other remedy.

Hlstory 1965 ¢ 811 5 336: 2—7]2 1986 c 444

336 2-713 BUYER’S DAMAGES FOR NONDELIVERY OR REPUDIATION
»» (1)'Subject to the provisions of this article with: respect to proof of market price (sectlon'
336 2+723), the measure of damages for nondelivery or repudiation by the seller is the differ-
ence between the market price at the time when the buyer learned of the breach and thecon-
tract price together with any. incidental and consequential damages provided in this arttcle_
© (section 336.2-715), but less expenses saved in consequence of the seller’s breach. '
 (2) Market price is to be determined as of the place for tender or, in cases of reJectlon;
after arrival or revocation of acceptance, as of the place. of arnval ' .

Hlstory 1 965 c 811 5 336.2— 713

336.2-714 BUYER’S DAMAGES FOR BREACH IN REGARD TO ACCEPTEDv
GOODS. R PP

(1) Where the buyer has accepted goods and given notlﬁcatron (subsect10n (3) of sec-’
tion 336.2-607) the buyer may recover as damages for any nonconformity of tender the loss
resultmg in the ordinary course of events from the seller ] breach as deterrmned in any man--
ner which is reasonable. .-~ = . »

(2) The measure of damages for breach of warranty is the dlfferenCe at the time and:
place‘of acceptance between the value of the goods accepted and:the value they.would have
had if they had been as warranted, unless spec1a1 crrcumstances show proxrmate damages of
a different amount. : .
~+(3) In a proper case’ any mcrdental and consequenttal damages under the next sectron
- may also be recovered.

" History: 1965 ¢ 811 s 336.2-714; 1986 c 444
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336.2-715 BUYER’S INCIDENTAL AND CONSEQUENTIAL DAMAGES.

1) Incidental damages resultrng from the seller’s breach include expenses reasonably
incurred in inspection, receipt, transportation and care and custody of goods rightfully, re~
jected, any commercially reasonable charges, expenses or commissions in connection with
effecting cover and any other reasonable expense 1nc1dent to the delay or other breach.

{(2) Consequential damages resulting from the seller s breach include

(a) any loss resulting from general or partrcular requrrements and needs of which the

seller at the time of contractmg had reason to know and wh1ch could not reasonably be pre-
vented by cover or otherwise; and ~ “ -
(b) injury to person or property proxunately resultmg from any breach of warranty

Hlstory 1965 ¢ 811 5 336.2-715

<r',
iy

_ 336.2-716 ‘BUYER’S RIGHT TO SPECIFIC PERFORMANCE OR REPLEVIN.

(1) Specrﬁc performance may be decreed where the goods are umque or in other properj

cir cumstances

(2) The decree for specific performance may 1nclude such terms and condltrons as to,l

payment of the price, damages, or other relief as the court may deem just.

(3) The buyer has a right of replevin for goods identified t the contract if after reason-
able effort the buyer is unable to effect cover for such goods or the circumstances reasonably
indicate that such éffort will be unavarhng or'if the goods have been sh1pped under reserva-
tion and’ satisfaction of the secunty interest in them has been made or tendered

Hlstory 1965 ¢ 811 s 336.2- 716 1986c444 e

RS

336.2-717 DEDUCTION OF DAMAGES FROM THE PRICE.

. The ‘buyeron not1fy1ng the seller of an 1ntent10n todosormay deduct all or any part of the
damages resulting from any breach of the contract from any part of the price still due under

the same contract.
Hrstory 1965 ¢ 811 5 336. 2—717 1986 c 444"

336.2-718 LIQUIDATION OR LIMITATION OF DAMAGES; DEPOSITS

(1) Damages forbreach by either party may be liquidated in the agreement but only atan
amount which is reasonable in the light of the antrcrpated or actual harm caused by the
breach, the difficulties of proof of loss,and the inconvenience or nonfeasibility of otherwise
obtaining an adequate remedy A; term ﬁxrng unreasonably large hquldated damages is vord
as:a penalty

* (2) Where the seller ]ustrﬁably wrthholds dellvery of. goods because of the buyer s‘ .
breach, the buyer is entitled to restltutron of any amount: by wh1ch the sum of the buyer s

payments exceeds .:

(a) the amount to which the seller*rs ent1tled :by v1rtue of terms hquldatmg the seller S
damages in accordance with subsection (1), or

(b) in the absence of such terms, 20 percent of the value of the total performance for
which: the buyer is obligated underthe contract or $500, whichever is smaller. -

(3) The buyer’s right to restitution under subsection (2) is subject to offset to the extent
that the seller establishes .. .. . R

“(a)a rrght to recover damages under the provrs1ons of th1s artmle other than subsectlon
(l) and - ;

(b) the amount or value of any beneﬂts received by the buyer drrectly or 1nd1rectly by

reason of the contract. T

'(4) Where a sellerhas: recerved payment in goods their reasonable value orthe proceeds'; .

of their resale shall betreated as payments for the purposes of subsection (2); but if the seller®
has notice of the buyer’s breach before reselling goods received in part performance; the sell-.

er’sresale is subject to the conditions laid down in this.article on resale by an aggneved seller
(section 336.2-706). - ; .

History: 1965 ¢ 811 5 336.2-715; 1986444 .,
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336.2-719 CONTRACTUAL MODIFICATION OR LIMITATION OF REMEDY.

(1) Subject to the prov151ons of subsections (2) and (3) of this section and of the preced-
ing section on liquidation’and limitation of damages,

(a) the agreement may provide for remedies in addition to or in substltutlon for those
provided in this article and may limit or alter the ineasure of damages recoverable under this
article, as by limiting the buyer’s remedies’ to return of the goods and repayment of the price
or to repair and replacement of nonconformmg goods or parts; and

(b)resorttoa remedy as provrded is optlonal unless the remedy is expressly agreedtobe
exclusive, in which case it is the sole remedy.

(2) Where circumstances cause an exclusive or lumted remedy to fail of its essential
purpose remedy may be had as provrded in this chapter.

3 Consequential damages may be limited or excluded unless the lrmrtatron or exclu-
sion is unconscionable. Limitation of consequential damages for injury to the person in the
case of consumer goods is prrma facie unconsc1onable but lrrmtatlon of damages where the "
loss is commercial i$ not.

History: 1965 ¢ 811 5 336.2-719

336.2-720 EFFECT OF “CANCELLATION” OR “RESCISSION” ON CLAIMS
FOR ANTECEDENT BREACH. -

. Unless the contrary ‘intention clearly appears expressions of “cancellation” or “rescis-
sion” of the contract or the like shall not be construed as a renuncxauon or discharge of any
claim in damages for an antecedent breach. -

History: 1 965 c 811 s 336.2-720

336.2-721 REMEDIES FORFRAUD. |

Remedies for material misrepresentation or fraud include all remedies available under
this article for nonfraudulent breach. Neither rescission or a claim for rescission of the con-
tract for sale nor rejection or return of the goods shall bar or, be deemed inconsistent with a
claim for damages or other remedy :

History: 1965 ¢ 811 5 336.2-721

NOTE: As directed by Laws 1998, First Special Session chapter 2, section 3, Lhrs note alerts the reader to section 604.10 and
to the interrelationship between that section and section 336 2-721..

336.2-722 WHO CAN SUE THIRD PARTIES FOR INJURY TO GOODS.

Where a third party so deals with goods which have been identified to a contract for sale
as to cause actionable injury to a party to that contract . . - .

(a) aright of action against the third party is in either party to the contract for sale who
has title to or a security interest or a special property or an insurable interest in the goods; and
if the goods have been destroyed or converted a right of action is also in the party who either
bore the risk of loss under the contract for sale or has since the injury assumed that risk as .
against the other;

(b)ifat the time of the i injury the party plamtlff did not bear the risk of loss as against the
other party to the contract for sale and there is no arrangement between them for disposition
of the recovery, the plaintiff’s suit or settlement s, subject to the plaintiff’s own interest, as a
fiduciary for the other party to the contract;

(c) either party may with the consent of the other sue for the benefit of whom it may
concern.

Hlstory 1 965 c 811 s 336 2—722 1986 ¢ 444

336.2-723 PROOF OF MARKET PRICE; TIME AND PLACE.

(1) If an action based on anticipatory repudiation comes to trial before the time for per- :
formance with respect to some or all of the goods, any damages based on market price (sec-
tion 336.2-708 or section’336.2-713) shall be determined according to the price of such
goods prevailing at the time when the aggrieved party learned of the repudiation.
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(2) If evidence of a price prevailing at the times or places described in this article is not
readily available the price prevailing within any reasonable time before or after the time de-
scribed or at any other place which in commercial Judgment or under usage of trade would
serve as a reasonable substitute for the one described may be used, making any proper allow-
ance for the cost of transporting the goods to or from such other place. =~

(3) Evidence of arelevant price prevallmg at atime or place other than the one described
in this article offered by one party is not admissible uniess and until that party has glven the
other party such notice as the court finds sufﬁment to prevcnt unfalr surprise.

History: 1965 ¢ 811 5 336.2-723; 1 986 ¢ 444

336 2-724 ADMISSIBILITY OF MARKET QUOTATIONS

Whenever the prevailing pnce or value of any goods regularly bought and sold in any
established commodity market is in issue, reports in official publications or trade journals or
in newspapers or periodicals of general ¢ circulation published as the reports of such market
shall be admissible in evidence. The circumstances of the’ preparation of such a report may be
shown to affect its weight but not its admissibility.

History: 1965 ¢ 811 5 336.2-724

336.2-725 STATUTE OF LIMITATIONS IN CONTRACTS FOR SALE

(1) An action for breach of any contract for sale must be commenced w1thm four years
after the cause of action has accrued. By the original agreement the parties may reduce the
period of limitation to not less than one year but may not extend it.

(2) A cause of action accrues when the breach occurs, regardless of the aggneved
party’slack of knowledge of the breach. A breach of warranty occurs when tender of delivery
is made, except that where a warranty explicitly extends to future performance of the goods
and discovery of the breach must await the time of such performance the cause of action ac-
crues when the breach is or should have been discovered.

(3) Where an action commenced within the time limited by subsection (1) is so termi-
nated as to leave available a remedy by another action for the same breach such other action
may be commenced after the expiration of the time limited and within six months after the
termination of the first action unless the termination resulted from voluntary discontiriuance
or from dismissal for failure or neglect to prosecute.

(4) This section does not alter the law on tolling of the statute of limitations, nor does it
apply to causes of action which have accrued before this chapter becomes effective.

The limitations in this section do not apply to actions for the breach of any contract for
sale of a grain storage structure or othér goods that are incorporated into an improvement to
real property, except equlpment and machinery. These actions are subject only to the statute
of limitations set forth in section 541.051. ‘

This section does not apply to claims agamst sellers of goods for damages to property
caused by the goods where the property that is damaged is not the goods'and the sale isnota
sale between parties who are each merchants in goods of the kind. :

Hlstory 1965 ¢ 811 5 336.2-725; 1989 ¢ 187s 1;1991 ¢ 352 s 1; 1993¢305s1

ARTICLE 2A - LEASES ’
PART 1. GENERAL PROVISIONS

336.2A-101 SHORT TITLE. T
This article shall be known and may be cited as the Umform Commercnal Code -
Leases.

. History: 1989 c 232 art 1 s 2A-101 L -

336.2A-102 SCOPE. :
Th1s article applies to any transactlon regardless of form that creates a lease.

History: 1989 c 232 artl s 2A-102.
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336.2A-103 DEFINITIONS AND INDEX OF DEFINITIONS.

(1) In this article unless the context otherwise requires:

(a) “Buyerin ordinary course of business™ means a person who in good faith and w1th-
out knowledge that the sale is in violation of thé ownership rights or security interest or lease-
hold interest of a third party in the goods, buys in ordinary course from a person in the busi-
ness of selling goods of that kind but does not include a pawnbroker. “Buying” may be for
cash or by exchange of other property or on secured or unsecured credit and includes receiv-
ing goods or documents ‘of title under a preexisting contract for sale but does not include a
transfer in bulk or as security for or in total or partial satisfaction of a money debt.

(b) “Cancellation” occurs when elther party puts an end to the lease contract for default
by the other party. .

_ (c) “Commercial unit” means a unit of goods thatby c’ommerc1a1 usageis asingle whole

for purposes of lease and division of which materially impairs its character or value on the
market or in use..A' commercial unit may be a single article, as a machine, or a set of articles,
as a suite of furniture or a line of machinery, or a quantity, as a gross or carload, or any other
unit treated in use or in the relevant market as a single whole.

(d “Conformmg goods or performance under a lease contract means goods or per-
formance that are:in accordance with the obligations under the lease contract.

(e) “Consurner lease” means a lease that a lessor regularly engaged in the business of
leasing or selling makes to a lessee who is an individual and who takes under the lease pri-
marily for a personal, family, or household purpose, if the total payments to be made under
the lease contract, excluding payments for options to renew or buy, do not exceed. $25 000.

AD “Fault” means wrongful act, omission, breach, or default _

(g) “Finance lease” means a-lease in which S . .

(1) the lessor‘does not select, manufacture, or supply the goods, -

(2) the lessor acquires the goods-or the right to'possession and use of the goods in con-
nection with the lease, and -

(3) either s

(i) the lessee receives a-copy of the contract ev1denc1ng the lessor’s purchase of the
goods or a disclaimer stateément on or before signing the lease contract, or-

(ii) the lessee’s approval of the contractevidencing the lessor’s purchase of the goods or
a disclaimer statement is a condition to effectiveness of the lease contract.

“Disclaimer statement” means a written statement that is part of or separate from the
lease contract that discloses all warranties and other rights provided to the lessee by the lessor
and supplier in connection with the lease contract and informs the lessee in a conspicuous.’
manner that there are no warranties or other rights provided to the lessee by the lessor and
supplier other than those disclosed in the statement. :

(h) “Goods” means all things that are movable at the time of identification to the lease
contract, or are fixtures (section 336.2A-309), but the term does not include money, docu-
ments, instruments, accounts, chattel paper, general intangibles, or minerals or the like, in-
cluding oil and gas, before extraction. The term also includes the unborn young of animals.

(i) “Installment lease contract” means a lease contract that‘auAthorize‘s or requires the
delivery of goods in separate lots to be separately accepted, even though the lease contract
contains a clause “each delivery is a separate lease” or its equivalent.

(j) “Lease” means a transfer of the right to possession and use of goods for a term in
return for consideration, but a sale, including a sale on approval or a sale or return, or reten-
tion or creation of a security interest is not alease. Unless the context clearly indicates other-

wise, the term includes a sublease.

(k) “Lease agreement” means the bargain, w1th respect to the lease, of the lessor and the
lesseein fact as found in their language or by implication from other circumstances mcluding
. course of dealing or usage of trade or course of performance as provided in this article. Un-
less the context clearly indicates otherwise, the term includes a sublease agreement.

(1) “Lease contract” means the total legal obligation that results from the lease agree-
ment as affected by this article and any other applicable rules of law. Unless the context clear-
ly indicates otherwise, the term includes a sublease contract. -
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(m) “Leasehold interest” means the interest of thelessor or the lessee under a lease con-
tract.

- (n) “Lessee’” means a person who acquires the right to possessron and use of goods un-
der a lease. Unless the context clearly indicates otherwise, the term includes a sublessee.

"(0) “Lessee in ordinary course of business” means a person who in good faith and with-
out knowledge that the lease is in violation of the ownership rights or security interest or
leasehold intérest of a third party in the goods leases in ordinary course from a person in the
business of selling or leasing goods of that kind but does not include a pawnbroker. “Leas-
ing” may be for cash or by exchange of other property or on secured or unsecured credit and -
includes receiving goods or documents of title under a preexisting lease contract but does not
include a transfer in bulk or as security for or in total or partial satisfaction of a money debt.

(p) “Lessor” means a person who transfers the right to possession and use of goods un-
der a lease. Unless the context clearly indicates otherwise, the term includes a sublessor.

(q) “Lessor’s residual interest” means the lessor’s interest in the goods after expiration :
termination, or cancellation of the lease contract.

(r) “Lien” means a charge against or interest in goods to secure payment of a debt or
performance of an obligation, but the term does not include a security irterest.

(s) “Lot” means a parcel orasingle article that is the subject matter of a separate lease or -
delivery, whether or not it is sufficient to perform the lease contract.

(t) “Merchant lessee” meansa lessee that is a merchant with respect to goods of the kmd
subject to the lease.

(u) “Present value” means the amount as of a date certain of one'or more: sums payable in
the future, discounted to the date certain. The discount is determined by the interest rate spe-
cified by the parties if the rate was not manifestly unreasonable at the time the transaction
was entered into; otherwise, the discount is determined by a commercially reasonable rate
that takes into account the facts and circumstances of each case at the time the transaction was
entered into.

(v) “Purchase” includes taking by sale, lease, mortgage, security interest, pledge gift,
or any other voluntary transaction creating an interest in goods.

. (w) “Sublease” means a lease of goods the right to possession and use of which was ac-
quired by the lessor as a lessee under an existing lease.

(x) “Supplier” means a person from whom a lessor buys or leases goods to be leased
under a finance lease. -

(y) “Supply contract” means a contract under whicha lessor buys or leases goods tobe
leased. ;

(z) “Termination” occurs when either party pursuant to a power created by agreement or:
law puts an end to the lease contract otherwise than for default. -

(2) Other definitions applying to this article and the sections in which they appear are:
“Accessions.” Section 336.2A-310(1).

“Constructr_on mortgage.” Section 336.2A-309(1)(d).
“Encumbrance.” Section 336.2A-309(1)(e).

“Fixtures.” Section 336.2A-309(1)(a).

“Fixture filing.” Section 336.2A-309(1)(b).

“Purchase money lease.” . Section 336.2A-309(1)(c).

(3) The following definitions in other articles apply to this artrcle
“Account.” Section 336.9-106.

“Between merchants.” Section 336.2—-104(3).

“Buyer.” Section 336.2—-103(1)(a).

“Chattel paper.” Section 336.9-105(1)(b).

“Consumer goods.” Section 336.9-109(1).

“Document.” Section 336.9-105(1)(f). ‘ v
“Entrusting.” Section 336.2—403(3). ' ‘ .-
“General intangibles.” Section 336.9-106.
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“Good faith.” Section 336. 2—103(1)(b) B T
“Instrument.” - Section 336.9-105(1)(i). S S
“Merchant.” Sect10n 336. 2—104(1) R

‘ ""\/Iortgage » Sectlon 336 9—105(1)(_])

“Recelpt ” Section 336 2—103(1)(c)

‘ “'“‘_“Sale ” Sectlon 336 2—106(1) i
.. - “Sale on approval Ay Sectrons336 2—326
“Sale or return.” Section 336.2-326.

1. “Seller.” -Section 336.2-103(1)(d). - ; :
+.(4) In addition, sections 336.1:101 t0'336.1- 109 contam general deﬁmtlons and pnn-

01p1es of construction-and interpretation applicable throughout this article. N

Hlstory I989c232 artI s 2A—103 1991 [4 171 art 1 s 1 S

336.2A-104 LEASES SUBJECT TO OTHER STATUTES. o
(1) A lease, although subject:to this atticle, is also subject to any apphcable
(a) statute of the United States;. Cefl ey e i
. (b)-certificate of'title statute of this state:. sectlons 86B 820 to. 86B 920 and chapter
168A
(c)certificate of title, statute of another ]unsdlctlon (sectlon 336 2A—105), or
(d) consumer protection statute of this state. .~ . : . RPN
f (2) In case of conflict between :the provrsrons of -this- artlcle .other than sectlons
336. 2A—105 336.2A-304(3), and 336. 2A—305(3) and any statute referred to 1n subsectlon
, (1) the provisions of that statute control. ‘
(3) Farlure to comply w1th any apphcable statute has only the effect specrﬁed in the stat-

ute.'
Hlstory 1989 < 232 art I; ) 2A—IO4 1990 c 391 art 10 s 3 1990 c 426 art 1 5 39

336 2A—105 TERRITORIAL APPLICATION OF ARTICLE TO GOODS COV-,
ERED BY CERTIFICATE OF TITLE. . :

Subject tothe provisions of sections 336. 2A—304(3) and 336 2A—305(3), w1th respect
to goods covered by a certificate of title issued under a statute of this state or of another j juris-
diction, compliance and the effect of compliance or noncomphance with a certificate of title
statute are governed by the law (including the conflict of ldws rules) of the ]UI'lSdlCthl’l issu-
ing the certrﬁcate until the earlier of (a) sufrender of the certificate or (b) four months after
the ‘gbods aré removéd from that jutisdiction and after that until a new certrﬁcate of t1t1e is
issued by. another _]uI‘ISdICtIOI‘l ' : vk

e Hrstory I989c232 artls2A—]05 ' 1'“’«‘-‘7' e

4 H ’

336 2A-106 LlMITATION ON POWER OF PARTIES TO CONSUMER LEASE TO
CHOOSE APPLICABLE LAW -AND JUDICIAL FORUM. i s i sy e b 0,
~(1)Ifthelaw-choser by the parties to a consumerlease is that of: -aju“risdiction other than
ajurisdiction in which the lesséesigned the lease or in which the lesseeresides-at the time the
lease agreement becomes enforceable or-within 30 days after that orin Wthh the goods are to
be used the choice is not enforceable. :
! (2)1f the judicial forum chosen by the parties-to a consumer lease isa forum that would
'not otherwise have jurisdiction over the lessee the choice is not enforceable. SRS

Hlstory I989c232 art‘] s2A—106 FE I ] o

336 2A-107 WAIVER OR RENUNCIATION OF CLAIM OR RIGHT AFTER DE-v

FAULT. ST T S e o
Any c1a1m or rrght ar1s1ng out of an alleged default or: breach of warranty may be d1s-:'

charged in whole or in part without consrderatron by a written waiver orrenunciation s1gned

and delivered by the aggrieved party. Tty TP TR
History: I989c.232art1s2A—107 Eo S

N
1
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336.2A-108 UNCONSCIONABILITY. bro :

(1) If the court as a matter of law finds alease contract or any clause ofa lease contractto
have been unconscionable at the time it was made, the court may refuse.to enforce the lease
contract, or it may enforce the remainder of the lease contract without the unconscionable
clause, or it may so limit the apphcat1on of any unconsc1onable clause astoavoid | any uncon-
scionable result.

(2) With respect to a consumer lease, if the court as’a matter of law finds that a lease
contract or any clause of a lease contract has been induced by unconscionable conduct or that
unconscionable conduct has occurred in the collection of a clalm ansmg from a lease con-
tract, the court may grant appropriate relief.

(3) Before making a finding of unconscionability under subsecnon (1) or (2), the court,
on its own miotion or that of a party, shall afford the parties a reasonable opportunity to pres-
ent evidence as to the setting,: urpose and effect of the lease contract or clause, or of the
conduct.

(4)Inanactionin wh1ch the lessee c1a1ms unconsclonablhty w1th respect to aconsumer
lease:

(a) If the court finds unconsc1onab1hty under subset:tlon (1) or (2) the court may award
reasonable attorney’s fees to the lessee.

.*(b) If the court does not find unconscionability, the court may make an award under sec-
tion 549.211 to the party against whom the claim is made.

(c) In determining: attorney s fees, the amount of the recovery on behalf of the clalmant
under subsections (1) and (2) is not controlling. : o oo

: Hlstory 1989 ¢ 232 artls 2A—108 1997 c 213 ‘art 2 s I

336 2A-109 OPTION TO ACCELERATE AT WILL PO
.. A term providing that one party or the party’s successor in 1nterest may accelerate . pay-
ment or performance or requlre collateral or additional collateral “at will” or “when the party
deems self insecure” or in words of similar import must be construed to mean that the party
has power to do so only if the party in good fa1th beheves that the prospect of payment or
performance is impaired. . _

- History: 1989 ¢ 232 art 1 s 2A-109
PART 2, FORMATION AND CONSTRUCTION OF LEASE CONTRACT

]

A
ek G R
; . .

I3
s

336 2A—201 STATUTE OF FRAUDS o

DA lease contract is not enforceable by way of actlon or defense unléss:. U,

~(a) thetotal payments to be made under the lease; contract excludmg payments for. op—
tions to renew or buy, are less than $1,000; or .

(b) there is a writing, signed by the party against whom enforcement is sought or by that
party’s authorized agent, sufficient to indicate that a lease contract has been’ made between
the parties and to describe the goods leased and the lease term.. N

(2) Any description of leased goods or of the lease term is sufficiént and satlsﬁes sub-
section (1)(b), whether or not it is specific; if it reasonably identifies what is described.

*(3) A writing is not insufficient because it omits or incorrectly states a term agreed upon,
but the lease contract is not enforceable under subsectlon (1)(b) beyond the lease term and the
quantlty of goods shown in the writing.

. (4)A lease contract that does not satisfy the requ1rements of subsecnon (1) but wh1ch is

, va11d in other respects, is enforceable: N R T N S

(a) if the goods are to be specially manufactured or obtained for the lessee and are not
suitable for lease or sale to others in the ordinary course of the lessor’s business, and the les-
sor, before notice of repudiation is received and'under circumistances that reasonably indicate
that the goods are for the lessee, has made either a substant1a1 begmmng of their manufacture

- or' commitments for their procurement;

(b) if the party against whom enforcement is sought adnnts in that party’s pleadlng, tes-
timony, or otherwise in court that a lease contract was made, but the lease contract is not en-
forceable under this prov1s1on beyond the quantity of goods admitted; or
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- +(¢) with respect to goods that have been received and accepted by the lessee. . -
(5)- The lease term under a lease contract referred to in subsection (4) is: -
-~ (a) if there isa writing: signéd by the party against whom enforcement is sought or by
that party’s authorized'agent specifying the léase term, the term so specified;
(b) if the party agalnst whom enforcement is sought admits in that party s pleadmg, tes-
trmony, or otherwise in‘court a lease term, the term SO adnntted or

(c) a reasonable lease term N
Hlstory 1989 c.232 art I's 2A—201

336.2A-202 FINAL WRITTEN EXPRESSION PAROL OR EXTRINSIC EV-
IDENCE
~ Terms with respect to which the conﬁrmatory memoranda of the partles agree or whrch
are otherwise set forth in a writing intended by the parties as a final expression of their agree-
ment with respect to the included terms may not be contradicted by evideiice of any prior
.agreement orofa contemporaneous oral agreement but may be explained or supplemented
‘ ~ (a) by course of deahng or usage of trade or by course of performarce; and
“~/(b) by evideéncé of cons1steﬁt additional terms unless the court finds the Writing to have
been intended alsoas a complete anid exclusive’ Statement of the terms. of the agreement

Hlstory 1989 ¢ 232art1s24-202 © "

RS ERE

336. 2A—203 SEALS INOPERATIVE

" The affixing of dseal toa wntmg ev1denc1ng a lease contract or an offer to enter into a
lease contract does not render the writing a sealed instrument and ‘the law with respect to
sealed 1nstruments does not apply to the lease contract oroffer.” *~ 7 7

Hlstory 1989.¢ 237 art s 2A—203 e

. 336.2A-204 FORMATION IN GENERAL

(1) Alease contract may be made in any manner sufficiént to show agreement includ-
1ng conduct by both partles which recogmzes the existence of a lease contract.
(2) An agreement ‘sufficient to constitute a leasé contract may be found although the
moment of its mak1ng is undetermmed )
M 3) Although one or more terms aré eft open, a lease contract does not fail for indefi-
niteness if the parties! have 1ntended tomake a lease contract and there isd reasonably certam
basrs for g glvmg an appropnate remedy..

Hlstory 1 989 c 232 artls 2A—204

336.2A-205 FIRM OFFERS. .
An offer by a merchant to lease goods to or from another person ina s1gned wntlng that

by its terms gives-assurance:it w111 be held open is not revocable, for; lack of consrderatron .

during the time stated or, if no time is stated, for a reasonable time, but in no event may the'_ :
period of irrevocability exceed three months. Any term of assurance on a form supphed by
the offeree must ‘be separately 51gned by the offeror - '

Hlstory 1 989 c 232 art 1s 2A—205

W

336 2A—206 OFFER AND ACCEPTANCE IN FORMATION OF LEASE CON-
TRACT \
A(1) Unless otherw15e unamblguously mdlcated by the language or’circumstances, an of-
fer to make a lease contract must be construed as 1nv1t1ng acceptance in any manner and by
: any medium reasonable in the ¢ircumstances. '
; " (2)If the begmmng ofa requested performance is 2 reasonable mode of acceptance an
‘ offeror ‘whio is'not notified-of. acceptance within a reasonable time may treat the offer:as hav-
ing lapsed before acceptance. C

Hlstory 1989232 art 15 2A—206
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336.2A-207 COURSE OF PERFORMANCE OR PRACTICAL CONSTRUCTION.

(1) If a lease contract involves repeated occasions for performance by either party. with
knowledge of the:nature of the performance and opportunity for objection to it by the other,
any course of performance accepted or acquiesced in without objection is relevant to.deter-
raine the meamng of the lease agreement. :

(2) The express terms of a lease agreement and any course of performance as well as
any course of dealing and usage of trade, must be construed whenever reasonable as consis-
tent with each other; but if that construction is unreasonable, expréss terms control coiirse of
performance, course of performance controls both course of dealing and usage of trade, and
course.of dealing controls usage of trade.

(3) Subject to the provrsrons of section 336.2A-208 oi modification and warver course
of performance is relevant to show awaiveror modlﬁcatlon of any term mcon51stent wrth the
course of performance e »

Hlstory i 989 c 232 art Is 2A—207

336 2A—208 MODIFICATION RESCISSION AND WAIVER ' .

(1) An agreement modrfyrng a lease contract needs no consrderatron to be b1nd1ng

2) A srgned lease-agreement. that excludes modlﬁcatron or rescission except by a’
signed writing may not be otherwise modified or rescinded, but, except as between mer-
chants, this requirement on a form supplied by a merchant must be separately srgned by the
other party.

(3) Although an attempt at modlﬁcatlon or rescrss1on does not satlsfy the requxrements
of subsection (2), it may operate asa wa1ver ) .

@ A party who has made a wa1ver ‘affecting an executory portron of a lease contract
may retract the waiver by reasonable notification received by the other party that strict per-
formance will be required of any term waived, unless the retraction would be unjust in view
of a material change of position in reliance on the Wmver

- History: 1989 c 232 artl s 2A-208..

336. 2A-209 LESSEE UNDER FINAN CE LEASE AS BENEFICIARY OF SUPPLY
CONTRACT.

-(1) The benefit of a supplier’s promises to the lessor under the supply contract and of a11
warranties, whether express.or implied, mcludmg those of any, th1rd party provrded in con-
nection with or as part of the supply contract, extends to the lessee to the extentof the Iessee s
leasehold interest under a finance lease related to the supply contract ‘but is subject to the
terms of the warranty and of the supply contract and all' defensés or claims arising‘from the
supply contract.

(2) The extension of the benefit of a supplier’s promises ‘and of warranties to the lesSee
(sectron 336.2A-209(1)) does not: (i) modify the rights and obligations of the pames to the
~ supply contract, whether arising from the supply contract ‘ot otherwrse or (i) i 1mpose any

duty or habrhty undet the Supply ‘contract on the lessee.

'(3) Any modification or rescission of the supply contract by the suppl. '1er and the lessor is
effectrve between the supplier and the lessee unless, before the modification or rescission,
the supplier has received notice that the lessee has entered into a finance lease related to the
supply contract. If the modification or rescission is effective between the supplier and the
lessee, the lessor is deemed to have assumed, in addition to the obligatioris ‘ofthe lessor fo the .
lessee under the lease contract, promises of the supplier to the lessor and warranties that were
somodified or rescmded as. they existed and were ava11ab1e to the lessee before modlﬁcatlon
or rescission.- . PN e il AR TSN N TR DTS

(4) In addition to the extension of the beneﬁt of the suppher s promises‘and of warran-
ties to the lessee under subsection (1), the lessee retains all rights that the lessee may have
against the supplier that arise froman agreement between the. lessee and the suppher or under,
other law. LA IEERIN

Hlstory 1989 ¢ 232 art 1 s 2A-209; 1991 cI7I art 1 s2 CoLN e
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- 336. 2A—210 EXPRESS WARRANTIES. Co
¢S Express Wwarranties by the lessor are created as fo'llows : :

(a) Any affirmation of fact or promise made by the lessor to the lessee which relatesto
the goods-and becomes part of thé basis of the bargam creates an express warranty that the
goods. wrll conform-to the affirmation or promise.

(b) Any descnptlon of thé goods which is made part of the basrs of the bargam creates an
express ‘warranty that the goods w111 conform to the descrrptron :

(c) Any sample or model that is made part of the basis of the bargam creates an express
warranty that the whole of the goods will conform to the sample or miodel. ‘

) Itis not necessary to the creatlon 'of an express warranty that the lessor use formal
words, such as “warrant” or “guarantee,” or that the lessor have a specifici intention to make a
warranty, but an afﬁrmatton merely of the value of the goods or a'statement purporting to be
merely the 1éssor’s opinion 6r commendation of the goods does not create a warranty :

History: 1989 c 232 art 1 s 2A-210 ’

336.2A-211 WARRANTIES AGAINST INTERFERENCE AND AGAINST IN-
FRINGEMENT; LESSEE’S OBLIGATION AGAINST INFRINGEMENT. -

(1) There is in a lease contract a warranty that for the lease term no person holds a claim
to orinterest in the goods thatarose from an act or omission of the lessor, other than a claim by
way of infringement or the lrke wh1ch will 1nterfere w1th the lessee’s enjoyment of its lease~
hold interest. L

“(2) Exceptina ﬁnance lease there is in a‘lease contract by a lessor who is a merchant
regularly dealing in goods of the kind a warranty that the goods are dehvered free of the rrght—‘
ful claim of any person by way of infringenient or the like. -~ = -

(3) A lessee who furnishes specifications to a lessor or a supplier shall hold the lessor
and the supplier harmless against any claim by way of infringement or the like that arises out
of complrance with the specrﬁcauons

"History: 1989c 232 arf I's 24-21] - "

| 336 2A=212 . IMPLIED WARRANTY OF MERCHANTABILITY. -

. (1) Except in a finance lease, a warranty that the goods will be merchantableis 1mp11ed
in a-lease contract if the lessor is a merchant with.respect to goods of thatkind.” ~. -

* (2) Goods to be merchantable must be at least goods that: L

(a) pass without objection in the trade under the description in the lease agreement

(b) in the case of fungible goods, are of fair average quality within the description;

(c) are fit for the ordinary purposes for which goods of that type are used;

(d) run, within the variation permitted by the lease agreément, of even krnd qualrty, and
quantity within each unit and among all units involved;

(e)are adequately contained, packaged, and labeled as the lease agreement may require;
and

“(f) conformi.to any ‘promises or affirmations’ of fact made on the container or label.

(3) Other 1mp11ed warranties may arise from course of deahng or usage of trade.

Hlstory 1989 c232art 1 5 2A—21 2

336 2A-213 IMPLIED WARRANTY OF FITNESS FOR PARTICULAR PURPOSE

* Exceptin a finance lease, if the lessor at the time the lease contract is made has reason to
know of any particular purpose for which the goods are requlred and that the lessee is relying
on the lessor’s skill or judgment to select or furnish suitable goods, there is in the lease con--
tract an implied warranty that the goods will be fit for that purpose.

History: 1989 ¢ 232 art 1 s 2A-213

336.2A-214 EXCLUSION OR MODIFICATION OF WARRANTIES.

(1) Words or conduct relevant to the creation of an.express warranty and words or con-
duct tending to negate or limit a warranty must be construed wherever reasonable as consis-
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tent with each other; but, subject to the provisions of section 336.2A<202-on parol or extrin-
sic evidence, negation or limitation is inoperative to the extent that the constructron is unrea-
sonable.

(2) Subject to subsectron (3), to exclude or modrfy the 1mphed warranty of merchant- .
abrhty or any part of it the language must mention “merchantability,” be by.a wrmng, and be
conspicuous. Subject to subsection (3), to exclude or, modlfy any implied warranty of fitness
the exclusion must be by a wrrtmg -and be consprcuous Language to exclude all implied war-
ranties of fitness is sufficient if it i$ in writing, is conspicuous and states for example “There
is no warranty that the goods will be fit for a pamcular purpose Ry

3) Notw1thstand1ng subsectlon (2), but subject ‘to subsection (4)

(a) unless the circumstances indicate otherwise, all 1mp11ed warrantres are excluded by
expressrons like “as is” or “with all faults” or by other language, that in' common understand-
ing calls the lessee’s attentron to the exclusion of warranties and makes plam that there is no
implied warranty, if in writing and conspicuous; .

(b) if the lessee before entering into the lease contract has exammed the goods or the
sample or model as fully as desired or, has refused to examine the goods, there is no implied
warranty with regard to defects that an examination ought in the crrcumstances to have re-
vealed; and

.(c)an nnphed warranty may also be excluded or modrﬁed by course of dealing, course
of performance -or usage of trade.

(4) To exclude or modify a warranty agamst mterference or agarnst mfnngement (sec-
tion 336.2A-211) or any part-of-it, the language must be specific, be by a writing, and be

conspicuous, unless the circumstances, including course of performance, course of dealing,
or usage of trade, give the lessee reason to know that the goods are being leased subject to a
claim or interest of .any person.

 History: 1989 ¢ 232art I s 24214~ - o . e i

336.2A-215 CUMULATION AND CONFLICT OF WARRANT[ES EXPRESS OR
IMPLIED.

Warranties, whether express or implied, must be construed as oonsistent with each other
and as cumulative, but if that construction is unreasonable, the intention of the parties deter-
mines which warranty is dominant. In ascertaining that intention the following rules apply:

(a) Exact or technical specifications drsplace an inconsistent sample or. model or gener-
al language of description. -

A sample from an existing butk drsplaces mcon51stent general language of descnp—
tion.

(c) Express warranties drsplace 1ncons1stent implied warra.ntles other than an 1mp11ed
warranty of fitness for a particular purpose. .

. History: 1989 ¢ 232 art'] 5:2A-215

336.2A-216 THIRD-—PARTY BENEFICIARIES OF EXPRESS AND HVIPLIED
WARRANTIES. - -

A warranty to or for the beneﬁt of a lessee under this article, whether express or unphed
extends to any person who may reasonably be expected to use, consume, or be affected by the
goods and who is.injured by breach of the warranty. The operation of this section may not be.
excluded, modified, or limited, but an exclusion, modification, or limitation of the warranty,
including any with respect torights and remedies, effective against the lessee is also effective
against the beneficiary designated under this section.

History: 1989 c 232 art 1 s 2A<216 "

336.2A-217 IDENTIFICATION.

Identification of goods as goods to which a leasé.contract refers may be made at any
time and in any manner explicitly agreed to by the partres In the absence of exphcrt agree—
ment, identification occurs:
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~(a)-when the lease contract 1s made 1f the lease contract isfora lease of goods that are
ex1st1ng and identified; : .
* (b) when the goods are shlpped marked or otherW1se des1gnated by the lessor as goods
~to which the'lease contract refers if the 1ease contractis fora lease of goods that are not exist-
ing and identified; or e
(c) when the young are conceived, if the lease contract is for a lease of unborn young of
animals.

Hlstory 1 989 c 232 art 1 Y 2A—2] 7

:336 2A—218 INSURANCE AND PROCEEDS ;

- (1) A lessee obtains an insurable interest when exrstmg goods dre identified to-the lease
contract even though the goods 1dent1ﬁed are nonconformmg and the lessee hasan option to
reject them.

(2) If alessee has an insurable i mterest only by reason of the lessor sidentification of the
goods the lessor, until default or insolvency or notification to the lessee that identification is
ﬁnal may substitute other goods for thoseddentified. .

- (3) Notwithstanding a lessee’s insurable interest under subsections (1) and ), the les-

- sor retains an insurable interest until an 6ption to buy has been exerc1sed by the lessee and
' risk of loss has passed to the lessee.

-(4) Nothing in this sectron 1mpa1rs any msurable mterest recogmzed under any other
statute or rule of law.

(5) The parties by agreement may determine that one or more parties have an obligation
to obtain and pay for insurance covering the goods.and by agreement may determine the
benef1c1ary of the proceeds of the i insurance. , ,

Hlstory 1989 ¢.232 art- 1 s 24-21 8

2y

336.2A-219 RISK OF LOSS. :
(1) Exceptin the case of a finance lease, risk of loss is retamed by the lessor and does not

‘pass to the lessee. In the case of a finance lease, risk of loss passes to-the lessee.

_(2)Subjecttothe pr0v1s1ons of this artlcle on the effect of default on risk of loss (sectlon

-336 2A-220), if risk of loss is to pass to the lessee and the tlme of passage is not stated, the
following rules. apply ' :

" (a) If the lease contract requires or authonzes the goods to be shlpped by carrier

(i) and it does not require delivery ata partrcular destination, the risk of loss passes tothe
lessee when the goods are duly delivered to the carrier; but ’

... (i)ifitdoesrequire dehvery ata partrcular destination and the goods are there duly ten-
dered whilein the possession of the carrier, therisk of loss passes to the lessee when the goods
are there duly so téndered as io enable the lessee to take delivery.

. (b)Ifthe goods are held by a bailee to be delivered without belng moved the risk of loss
passes to the lessee G on acknowledgment by the bailee of the lessee’s right to posséssion of the
goods. T

~.(c) Inany case not within subsection (a) or (b), the risk of loss passes to the lessee onthe
lessee’s receipt of the goods if the lessor, or, in the case of a finance lease, the suppher isa
merchant otherw1se the risk passes to the lessee on tender of dehvery

Hlstory 1989 ¢ 232 art 15 2A-219

336 2A—220 EFFECT OF DEFAULT ON RISK OF LOSS ,

(1) Where risk of loss is to pass to the lessee and the time of passage is. not stated:-

(a) If a tender or delivery of goods so fails to conform to the lease contract as to give
'rlght of rejection, the risk of their loss remains ‘with the lessor or, in the case of a fmance
lease the supplier; until cure or acceptance. .
o+« (b) Ifthe lessee rightfully revokes accéptance, the lessee to the extent of any deﬁclency
in the lessee’s ‘effective insurance coverage may treat the risk .of loss as having remalned
with the lessor from the beginning.. . .~ ..~ . o
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(2) Whether or not risk of loss is to pass to the lessee, if the lessee as.to conforming
goods already identified to a lease contract repudiates or is otherwise in default under the
‘lease contract, the lessor, or, in the case of a finance lease, the supplier, to the extent of any
deficiency in the lessor’s or supplier’s effective insurance coverage may-treat the risk of loss
as resting on the lessee for a commercially reasonable time. .

History: 1989 ¢ 232 art 1 s 2A-220

336.2A-221 CASUALTY TO IDENTIFIED GOODS. - e

If a lease contract requires goods identified when the lease contract is made and the
goods suffer casualty without fault of the lessee, the lessor or the supplier before delivery, or
the goods suffer casualty before risk of loss passes to the lessee pursuant to the lease agree-
ment or section 336.2A-219, then:

(a) if the loss is total, the lease contract is avorded and -

(b) if the loss is partial or the goods have so deteriorated as to no longer conforin to the
lease contract, the lessee may nevertheless demand inspection and at the lessee’s option ei-
ther treat the lease contract as avoided or, exceptin a finance lease, accept the goods with due
allowance from the rent payable for the balance of the lease term for the deterioration or the
deficiency in quantity but without further right against the lessor. :

History: 1989 ¢ 232 art 1 s 2A-221
PART 3. EFFECT oF r;EAsE CONTRACT

336 2A-301 ENFORCEABILITY OF LEASE CONTRACT : -
Except as otherwise provided in this article, a lease contract is ‘effective and etiforceable

according to its terms between the parties, against purchasers of the goods and against credi-

tors of the parties. '

Hlstory 1989 ¢ 232 art 1 5 2A-301

336.2A-302 TITLE TO AND POSSESSION OF GOODS ,

- Exceptas otherwise provided in this artlcle each provision of this afticle applies wheth-
er the lessor or a third party has title to the goods, and whether the lessor, the lessee, or a third
party has possession of the goods notwrthsta_ndmg any statute or rule of law that possession
or the absence of possessron is fraudulent.

History: 1989 ¢ 232 art 15 2A-302

336.2A-303 ALIENABILITY OF PARTY’S INTEREST UNDER LEASE CON-
TRACT OR OF LESSOR’S RESIDUAL INTEREST IN GOODS DELEGATION OF
PERFORMANCE; TRANSFER OF RIGHTS. '

(1) As used in this section, * creatlon of a secunty interést” includes the sale of a lease
contract that is subject to article’ 9, secured ‘tramsactions, by reason of sectron
336.9-102(1)(b).

(2) Except as provided in subsections 3) and 4),a provrsron in alease agreement that
(1) prohrblts the voluntary or involuntary transfer, 1nclud1ng a transfer by sale, sublease, cre-
ation or enforcement of a security interest, or attachment, levy, or other ]udlcral process, ofan
interest of a party under the lease contract or of the lessor’s residual interest ifi the goods, or
(ii) makes the transfer an event of default, gives rise to the rights and remedies provided in
subsection (5), but a transfer that is prohrbrted or is an event of defau]t under the lease agree-
ment is otherwise effective: . \

"3 A provrsron in a lease’agreement that (i) prohrbrts the creation or enforcement ofa
secunty interest in an interest of a-party under the lease contract or in the lessor’s residual
interest in the goods, or (ii) makes the transfer an event of default, is not enforceable unless,
and then only to the exteni‘that, there is an actual transfer r by the lessee of the lessee’s right of
possession or use of the goods in violation of the proyrsron oran actual delegatron of amateri-
al performance of either party to the lease contract in violation of the provision. Neither the
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granting nor the enforcement of a security interest in (i) the;lessor’s.interest under-the lease
contract or (ii) the lessor’s residual interest in the goods is a transfer that materially impairs
the prospect of obtaining return performance by, materially 'changes the duty of, of materially
increases the burden:orrisk imposed on, the lessee within the purview.of subsection (5) un-
less, and then only to the extent that there is an actual delegatlon ofa matenal performance of
the lessor. ;i «. - : e
~ (4)Aprovisionina lease agreement that @) prohlblts a transfer of a rlght to damages for
- . default with respect to the whole lease contract or.of a right to payment arising out of the
transferor’s due performance of the transferor’s entire obligation, or (ii) makes the transfer
_anevent of default, is not enforceable, and the transfer is not a transfer that materially impairs
the prospect of obtaining return performance by, materially.changes the duty of, or materially
increases the-burden or risk 1mposed on, the other party to the: lease contract wrthm the pur-
v1ewofsubsect10n(5) s e T
s ‘(5) Subject to subsecuons (3) and (4) A

.....

’arty to the lease contract not makmg the transfer, unless that party waives the default or
otherwise agrees, has the rights and remedies’ descnbed in section 336. 2A—501(2) o

- (b) if paragraph (a) is not applicable andifa transfer is madé that (i) is proh1b1ted underd .-
lease agreement or-(ii) matenally impairs the prospect of obtaining return performance by,
materially changes’ the*duty of, or matenally incréases the burden or risk imposed on, the
© Othiér party to'the lease coritract, uiless the party not making the transfer agrees at any time to
the transfer in the lease contract or otherwise, then, except as limited by contract, (i) the trans-
feror is-liable to the:party ‘not making the transferfor damages caused by.the transfet to the
extent that the damages could not teasonably be prevented by:the party-not making the trans-
ferand (ii) a court having jurisdiction may gfant other appropriate relief, including cancella—
tion of the lease contract-or-an injunction against'the transfer. - - - .

“(6) Atransfer of “the lease”or of “all my rights under the lease,” or a transfer in similar
general termis, is 4 transfer-of rights and, unless the language or thé circumstances; as in a
transfer for security, indicaté the contrary, the transfer is a delegation of duties'by the trans-
feror to the transferee. Acceptance by the transferee constitutes a promisé by the transferee to
perform those duties. The promise is enforceable by.either the transferor or the otherparty to
the lease contract.

“Ty Unless Gtherwise agreed by the lessor and the'lessee, a delegat10n of performance
does not religve the transferor as agamst the other party of any duty to perform or of any li-
ab111ty for default: - ‘

(8) Ina consumer Tease, to prohlbrt the’ transfer of an interést of a party under the leasé
contract orto make a transfer an event of default the language must be specrﬁc by a wnung,
and congpicuous. 7 , :

History: 1989 ¢ 232 art 1 s 2A-303; 1991 ¢ 171 art I $ 3

. ,.:'

336.2A-304 SUBSEQUENT LEASE OF GOODS BY LESSOR: ‘ ; :

(1) Subject to section 336.2A~303, a subsequent lessee from a lessor of goods under an
existing lease contract-obtains, to the extent of the leasehold interest transferred, the lease-
hold interest in the goods that the lessor had or had power to transfer, and except as provrded,

- in subsection (2) and section 336.2A-527(4), takes subject to the existing lease contract. A

lessor with voidable title has power to transfer a good leasehold interesttoa good faith subse-
quent lessee for value but onlyto the extent set forth in the preceding sentence If goods have
been delivered under a transaction of purchase, the lessor has that power even though

_(a).the lessor’s transferor, was deceived as.to the 1dent1ty of the lessor, . e

(b) the dehvery was in exchange for a check which is later d1shonored,, e I 12

+:(c) it wag agreed that the transaction was to-be a “cash-sale”; or .. Co

(d) the dehvery was procured through fraud pumshable as larcenous under the crrmlnal
law. O | - - : L

(2) If a lessee has entrusted leased goods to the lessee s lessor who isa merchant deahng :
in goods of that kind, a subsequent lessee from that lessorunder a lease entered into after the
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entrustment and inthe ordinary course of business takes those goods free of the existing lease
contract and obtains, to the extent of the leasehold interest transferred -all of the lessor’s and
the earlier lessee’s rights-to the goods. '

(3) A subsequent lessee¢ from the lessor of goods that are subJect to -an existing lease
contract and are covered by a certificate of title issued under a statute of this state or of anoth-
er jurisdiction takes no greater rights than those prov1ded both by this section and by the cer-
tificate of title statute.

Hlstory 19890232art1s2A—304 19910171 art] s4 T T

336 2A-305 SALE OR SUBLEASE OF GOODS BY LESSEE
¢y Subject to the provisions of section 336.2A-303, a buyer or sublessee from the les- ’
see of goods under an existing lease contract obtains, to the extent of the interest transferred,
the leasehold interest in the goods that the lessee had or had power to transfer, and except-as
provided in subsection (2) and section 336.2A-511(4), takes.subject to the existing lease
contract. A lessee with a voidable leasehold interest has power to transfer a good leasehold ,
interest to a good faith buyer for value or a good faith sublessee for value, but only to.the
extent set forth in the preceding sentence. When goods have been del1vered under a transac—
‘ tlon of lease the lessee has that power even though: .

(a) the lessor was decelved as to the identity of the lessee, )

(b)-the delivery was in exchange for.a check Wthh is later d1shonored or ,

(c) the delivery was procured through fraud pumshable as larcenous under the cnrmnal
law. .o

(2) A buyer in the ordmary course of busmess ora sublessee in the ordmary course of
business from a lessee who is a merchant dealing in goods of that kind to whom the. goods
were entrusted by the lessor obtains, to the exterit of the interést transferred, all of the lessor’s
and lessee’s rights to the goods, and takes.free of the existing lease contract.

- (3):A buyer or sublessee from the lessee of goods that are subject to an existing lease
contract and are covered by a certificate of title issued under a statute of this state or of anoth-
er jurisdiction takes no. greater nghts than those prov1ded both by this sectron and by the cer-
tificate of title statute.. . S e

~History: 1989 ¢ 232 artls 2A—305

336.2A-306. PRIORITY OF CERTAIN LIENS ARISING BY OPERATION OF LAW

Ifapersoninthe ordmary course of the person’s business furnishes servrces or materials
with respect to goods subject to a lease contract, a lien upon those goods in thepossessron of
that person given by statute or rule of law for those materials or services takes priority.over
any interest. of the lessor or lessee under the lease contract or this article unless the lien is.
_ created by statute and the statute provides otherwise or unless the lienis created by rule of law
and the rule of law provides otherwise.

History: /1989 c 232 art 1 s 2A—306

336.2A-307 PRIORITY OF LIENS ARISING BY ATTACHMENT OR LEVY ON,
SECURITY INTERESTS IN, AND OTHER CLAIMS TO GOODS. ... - ., ¢ .
" (1) Except as otherw1se prov1ded in section 336. 2A—306 a cred1tor of a- lessee takes }
subject to'the lease contract. . '
(2) Except as otherwise prov1ded in subsectlons 3) and ) and in sections 336 2A—306
and 336.2A-308, a creditor of a lessor takes subject to the lease contract unless: ~
(a) the credltor holds alien that attached to the goods before the lease contract became‘
enforceable _ .
. (b)thecreditorholds a security interestin the goods and the lessee did not g1ve value and
receive delivery of the goods without knowledge of the security intérest; or
‘(c)-the creditor holds a security interest in the goods which was perfected (sectlon
336:9-303) before the lease contract became enforceable. .., o
(3) A lessee in the ordinary course of business takes the leasehold interest free of asecu-
rity interest in the goods created by the lessor even though the secunty interest is perfected
(section 336.9-303) and the lessee knows of its existence. :
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(4) A lessee other than a lessee in the ordinary course of business takes the leasehold
interest free of a security interest to the extent that it secures future'advances made after the
secured party acquires knowledge of the‘lease or more than-45.days after the lease contract
becomes enforceable, whichever first occurs, unless the future advances are made pursuant
to a commitment entered into without knowledge of the lease and before the exprratron of the
45—day period. A

‘History: 1989 ¢ 232 artl's 2A—307 1 991 ¢ 1 71 art 1 § 5 Co e ‘

s 5
B :

336.2A-308 SPECIAL RIGHTS OF CREDITORS e
(1) A creditor of a lessor in possession of goods subJect to alease contract may treat the
‘lease contract as void if as againistthe creditor retention of possession by the lessor is fraudu-
lent'under any statute or rule-of law, but retention of possession in good faith and current
course of trade by the lessor for a commercrally reasonable time after the lease contract be-
comes ‘enforceable is not fraudulent. . S
7+(2) Nothing in'this article i unpans the r1ghts of credltors of:a lessor 1f the lease contract
(a) becomes enforceable; not ini current course of trade but in satisfaction of or as security for
- @ preeéxisting claim for money, security;:or the like;:and |(B) is made under. circumstances
which‘under any statute orrule of law apart from tlns article would constltute the transactlon
-a fraudulent transfer or voidable preference:: it g W
(3) A creditor of a seller may treat a sale 6f-an 1dent1ﬁcat10n of goods to a contract for
sale as void if as against the creditor retention of possession by the selleris fraudulent under
any statute or rile of law, but retention of possession'of the goods pursuant to a lease contract
entered into by the seller as lessee and the buyer as lessor in connection with the sale or identi--
fication of the goods is not fraudulent if the buyer bought for value and'in good fa1th

Hlstory 1 989 c 232 art 1 s 24-308

336 2A-309° LESSOR’S AND LESSEE’S RIGHTS WHEN GOODS BECOME FIX-
TURES

(1) Tn this SCCthIl - : :

"(a) goods are “ﬁxtures when they become s0 related to partlcular real estate that an
1nterest in them arises.under real estate law;

(b)a “ﬁxture ﬁhng” is the ﬁhng, inthe ofﬁce where a mortgage on the real estate would
be filed or recorded ofa. financing. statement covering goods that are or are to become fix-
tures and conforrmng to the requ1rements of sectlon‘336 9—402(5) IR

(c)aleaseisa purchase money lease” unless the lessee has possess1on or use of the
goods or the right to: possessron oruse of the goods before t.he lease agreement is enforceable

(d) a mortgage is a constructlon mortgage” to the-extent it secures an obhgatlon in;
curred for the construction of an improvement on. land 1nc1udmg the acqmsmon cost of the
land, if the recorded writing so,indicates; and ., he i

(e) “encumbrance” includes real estate. mortgages and other hens on, real estate and all
other rights in real estate that are not ownership interests.

" (2) Undef this article a lease may be of goods that are fixtures or may contiriue in goods
 that become fixtures, but no lease exists under th]s article of ordmary bu1ld1ng materlals in~
] corporated into an improvement on land. e

: (3) This drticle does not prevent creation of alease of fixtures pursuant to real estate law ;

" (4) The perfected interest of a lessor of fixtures has pnorlty overa conﬂlctmg interest of*
an encumbrancer or'owner of the real'estate if: :

(@) the léase’is purchase rhoney lease; thé conﬂrctlng interest of the encumbrancer or
owneér arises before the goods become fixtures; theiinterest of the lessor is perfected by a fix:
ture ﬁhng before the goods become fixtures or within ten days after that;and the lessee. has an
interest of record in the real estate or is in possession of the real estate; or :

(b) the interest of the lessor is perfected by a fixture filing before the interest: of the en-
cumbrancer or owner is of record, the lessor’s interest has priority over any conflicting iriter-
est of a predecessor in title of the éncumbrancer or owner, and the lessee has an 1nterest of
record in the real estate or is-in possession of - the real estate. I R

Copyright © 1998 Revisor of Statutes, State of Minhesota_'AII Rights Reserved. -



MINNESOTA STATUTES 1998

336.2A-309 UNIFORM COMMERCIAL CODE . 436

. (5) The interest of a lessor of fixtures, whether or not perfected, has pnonty over the
conflicting interest.of an encumbrancer or owner.of the real estate if:

(a) the:fixtures are readily rerhovable factory-or office: machines, readily removable
equipment that is:not primarily-used or leased:for use in the operation of the real estate, or
readily removablereplacements of:-domestic appliances that are goods subject to a consumer
lease, and before the goods become fixtures the lease contract is enforceable; or

(b) the conflicting interest is alien on the real estate obtained by legal or equitable pro-
ceedings after the lease contract is enforceable; or

(c) the encumbrancer or owner has consented in Wntmg tothe lease or has d1sc1a1med an
interest in the goods-as fixtures; or . . . .

i- "(d) the lessee has a right to remove the goods as agamst the encumbrancer orowner. If
the lessee’s right to remove termlnates the pnonty of the initerest: of the lessor contmues fora
reasonable time. = . N Gt

(6) Notwithstanding subsectlon (4)(a) but otherw1se sub_]ect to subsectlons (4) and (5) :
the interest of alessor of fixtures; including the lessor’s residual interest, is subordinaté to the
conflicting interest of an.encumbrancer of the real estate undér a construction mortgage re-
corded before the:goods becomé fiktures if the goods become fixtures before the completion -
of the construction. To.the extent given to.refinance a construction mortgage, the conflicting
interest of an encumbrancer of the real estate under a mortgage has this priority to the same
extent as-the encumbrancer of the real estate. under the'construction mortgage.

(7).In cases not within the preceding:subsections, priority between the interest ofa les-
sor of fixtures; including the lessor’s residual interest, and the conflicting interest of an en-:
cumbrancer or owner of the real estate who is notthe lessee is determmed by the pnonty rules
governing conflicting-interests in real estate.: - ., n e

(8) If the interest of a lessor of fixtures, including the lessor 'S re81dual mterest has prlor—
ity over all conflicting interests of all owners and encumbrancers of the real estate, the lessor
or-the lessee may (i)'on default, expiration, termination, or cancellation'of the dease agree-
ment but subject to the lease agreement and this article, or (ii) if necessary to enforce the les-
sor’s or lessee’s other rights and remedies under this article; remove the goods from the real
estate, free and clear of all conflicting interests of all owners and encumbrancers of the real
estate, but the lessor or lessee must reimburse any encumbrancer or owner of the real estate
who is not the lessee and who has not otherwise agreed for thé cost of repair of any ‘physical
injury, but not for any drmmutlon in {value of the real estate caused by t.he absence of the.
goods removed or by any’ necessrty ‘of replacing thém. A persofi entltled to reimbursermerit
may refuse permission to remove unt11 the party seekmg removal g1ves adequate secunty for

" (9) Even though the lease’ agreement does not create a security’ 1nterest the iterest of a
lessor of: fixtures, mcluding the lessoi’s residual interést, is pérfected by: flhng a financing
statemeiit as a fixtire filing for leased goods that are or are to becoine fixturesin accordance
with the relevant provisions of the Article on Sécured Transactlons (arttcle 9) ‘

Histoi'y:' 1989 ¢ 232 arf I s 2A—309 ]991 3 171 art I's 6 Rt

336.2A-310 LESSOR’S AND LESSEE’S RIGHTS WHEN GOODS BECOME AC-
CESSIONS. i -+ | e e
(1) Goods are “accessions’ when they are 1nstalled in‘or. afﬁxed to other goods
:(2) The interest of alessor.or alesseeunder a lease contract entered into before the' goods
became accessions is superior to all interests in the wholg except as stated in subsection (4).
(3) The interest of a lessor or a lessee under a'lease contract entered into at-the time or
aftter the goods became accessions is superior.to all subsequently acquired interests in the
- whole except as: stated in subsection (4) but is subordmate to interests in the whole existing at
the time the lease contract was made. unless the holders of the interests in the whole have in
writing consented to the lease or. disclaimed. an interest in the goods a$- part of the whole..
(4) The interest of a lessor or a lessee under a lease contract descnbed in subsection (2)
or (3).is: subordmate to.the interestof. .. ", - . .
- .+ (a) abuyer n the ordinary-course of- business or, a lessee in the ord1nary course of bu51-
ness of any interest in the whole acquired after.the goods became accessions; or
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- (b) acreditor with asecurity interest in the whole perfected before the lease contract was
made to the extent-that the creditor makes subsequent advances without knowledge of the
lease contract.

(5) When under subsections (2) or (3) and (4) a lessor or a lessee of accessions holds an
interest that is superior to all interests in the whole, the lessor or the lessee may: (a) on default,
expiration termination, or cancellation of the lease contract by the other party but subject to
the provisions of the lease contract and this article, or (b) if necessary to enforce the lessor’s
or lessee’s other rights and remedies under this article; remove the goods from. the whole, free
_and clear of all iterests in the whole, but the lessor or lessee must reimburse any holder of an
interest in the whole who is not the lessee and who has not otherwise agreed for the cost of
repair of any physical injury but not for any diminution in value of the whole caused by the
absence of the goods removed or by any necessity for replacing them. A person entitled to
reimbursement may refuse permission to remove until the party seeking removal gives: ade-
quate security for the performance of this obllgatlon

. History: 1989 c 232 art 1 s 24-310
336.2A-311 PRIORITY SUBJECT TO SUBORDINATION. =

Nothing in this article prevents subordlnatlon by agreement by any.person entitled to
pnonty >

Hlstory ]99] cl171art 1 s 7

" PART 4. PERFORMANCE OF 'LEASED CONTRACT: *
REPUDIATED SUBSTITUTED AND EXCUSED ‘

336.2A—401 INSECURITY; ADEQUATE ASSURANCE OF PERFORMANCE
.+ (1) Alease contractimposes an obligation on each party that the other’s expectatlon of
‘recelvmg due performance will not be impaired.

(2) If reasonable grounds for insecurity arise with respect to the performance of either
party 'the insecure party may demand in writing adequate assurance of due performance. Un-
- til the insecure party receives that assurance, if commercially reasonable the insecure party
may suspend any pérformance for which the insecure party has not already received the
agreed return.

(3) A repudiation of the lease contract occurs if assurance of due performance adequate
under the circumstances of the particular case is not provided to the insecure party within a
reasonable time, not to exceed 30 days after recelpt of a demand by the other party.

“4) Between merchants, the reasonableness of grounds for insecurity and the adequacy
of any assurance offered must be determined accordmg to commercial standards.

é) Acceptance of any nonconformmg dehvery or payment does not prejudlce the ag-
gneved party’s nght to.demand adequate assurance of future performance.

History: / 989 c 232 artls 2A—401 .

e [

336.2A—402 ANTICIPATORY REPUDIATION R U

- If either party repudiates a lease contract with respect to a performance not yet due un-
derthe lease contract, the loss of which performance will substantially i unpalr the'value of the
lease contract to the other, the aggrieved party. may:.

(a) for a commercially reasonable time, await retractlon of repudlatlon and’ perform—
ance by the repudiating party; Lo : C

(b) make demand pursuant to section 336 2A—40l and await assurance of future per-
formance adequate under the circumstances of the particular case; or

(c) resort to any right or remedy upon default under the lease contract or this article,
even though the aggrieved party has notified the repudiating party that the aggrieved party
would await the repudiating party’s performance and assurance and has urged retraction.

In addition, whether or not the aggrieved party is pursuing-one.of the remedies in this
section, the aggrieved party may suspend performance or, if the aggrieved party is the lessor,
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proceed in accordance with the provisions of this article on the lessor’s right to identify goods
to the lease contract notw1thstand1ng default or to -salvage -unfinished goods (sectlon
336 2A-524).

Hlstory 1 989 c 232 art 1 s 2A-402

336 2A—403 RETRACTION OF ANTICIPATORY REPUDIATION

(1) Untilthe repudlatlng party’s next performance is due, the repudiating party can re-
tract the repudlatlon unless, since the repudiation, the aggrieved party has canceled the lease
_contract or materxally changed the aggrieved party s posmon or 0therw13e 1nd1cated that the
aggrieved party considers the repudiation final.

(2) Retraction may be by any method that clearly indicates to the aggneved party that
the repudiating party intends to perform under the lease contract and includes any assurance
demanded under section 336.2A-401.

(3) Retraction reinstates a repudlatlng party’s nghts under a lease contract with due ex-
cuse and allowance to the aggrieved party for any delay occasioned by the repudiation.

History: 1989 ¢ 232 art 1 s 2A—403.-

'336.2A-404 SUBSTITUTED PERFORMANCE.

(1) If without fault of the lessee, the lessor and the supplier, the agreed berthlng, loadmg, _
or unloading facilities fail or the agreed type of carrier becomes unavailable or the agreed
manrier of delivery otherwise becomes commercially impracticable, butacommercially rea-
sonable substitute is available, the substitute performance must be tendered and accepted.

(2) If the agreed means or manner of payment fails because of domestic or forelgn gov-
ernmental regulation:

(a) the lessor may withhold or stop dehvery or cause the suppher to withhold or stop
delivery unless the lessee provides ameans or manner of payment thati is: commermally a sub— .
stantial equivalent; and

" (b) if delivery has already been taken, payment by the means or inthe manner provided
by the regulatlon discharges the lessee s obhgatron unless the regulanon is dlscnrmnatory,
oppressive, or predatory.

History: 1989 c 232 art 1 s 24404

336.2A-405 EXCUSED PERFORMANCE. : :

Subject to section 336.2A—404 on substituted performance, | the followmg rules apply:

(a) Delay in delivery or nondehvery in whole or in part by a lessor or a supplier who.
complies with paragraphs (b) and (c) is not a default under the lease contract if performance
as agreed has been made impracticable by ‘the occurrence of a contingency the nonoccur-
rence of which ' was a basic assumption on which the lease contract was made or by com-
pliance in good faith with any applicable foreign or domestic govérnmental regulation or or-
der, whether or not the regulation or order later proves to be invalid.

(b) If the causes mentioned in paragraph (a) affect only part of the lessor’s or the suppli-
er’s capacity to perform, the lessor or supplier shall allocate production and deliveries among
the lessor’s-or supplier’s-customers but may include regular customers:not then under con-
tract for sale or lease as well as other requirements for further manufacture. The lessor or
supplier may so allocate in any manner that is fair and reasonable:.

(c) The lessor seasonably shall notify the lessee and in the case of a finance lease the
suppher seasonably shall notify the lessor and the lessee, if known, that there will be delay or
nondelivery and, if allocation is required under paragraph (b), of the estimated quota made
available for the lessee. - .

Hlstory 1989 c232artls 2A—405

336.2A-406 PROCEDURE ON EXCUSED PERFORMANCE

(1) If the lessee receives notification of a material or indefinite delay or.an allocation
Jjustified under section 336.2A—405, the lessee may by written notification to the lessor as to
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any goodsinvolved, and with respect to all of the goods if under an installment lease contract
the value of the whole lease contract is substantially impaired (section 336. 2A—510)

- (a) terminate the ledse contract-(section -336.2A-505(2)); or ' .

(b) except in a finance lease, modify the lease contract by accepting the available quota
in substitution, with due allowance from:the rent payable for the balance of the léase term for
the deficiency but without further right against the lessor.

(2) If, after receipt of a notification from the lessor iinder section 336 2A—405, the lessee
“fails 50 to modify the lease agreément within a reasonablé time not exceedmg 30 days the
lease contract lapses with respect to any deliveries affected.

" History: 1989 c 232artls 2A——406

336.2A-407 IRREVOCABLE PROMISES FINANCE LEASES

(1) In the case of a finance lease; the lessee’s promises under the lease contract become
irrevocable and independent upon the lessee’s acceptance of the goods..’

(2) A promise that has become 1rrevocab1e and 1ndependent under subsectlon (D:

(a)is effectlve and enforceable between the partles and by or agamst third parties in-
cludlng assignees of the parties; and '

(b)is not subject to cancellation, termmatlon modlﬁcatron repudratlon excuse orsub-
stitution without the consent of the party to whom the promise runs.

. (3) This section does not affect the validity under any other law of a covenant in any

lease contract maklng the lessee’s prormses irrevocable and mdependent upon the lessee’s
acceptance of the goods.

Hlstory 1989 ¢232art1s 2A—407 1991 c17lartls 8

“PART 5. DEFAULT
COA INGENERAL

'336.2A-501 DEFAULT; PROCEDURE : = '

(1) Whether the lessor or the lessee is in default under a lease contract is deternuned by
the lease ‘agieement and this-article.” + -~ ceeth

(2) If the lessor or the lessee is il default under the lease contract, the party seekmg en-
forcement has nghts and remedies as prov1ded in thlS artlcle and except as hrmted by this
article, as provided in the lease agreément.

(3) If the lessor or the lessee is in default under the lease contract, the party seekmg en-
forcement may reduce the party’s claim to judgment, or otherwise enforce the lease contract
by self-help or any available judicial procedure or nonjudicial procedure, including admrn-
istrative proceeding, arbitration, or the like, in.accordance with this, article.

(4) Except as otherwise provided in section 336.1-106(1)-or. this article or the lease
agreement, the rights and remedies referred to in subsections (2) and (3) are cumulative.

(5) If the lease agreement covers both real propeity and goods, the party seeking en-
forcement may proceed under this part as to the goods, or under other applicable law as to
_ both the real propeity and the goods in, accordance with that party’s’ rrghts and remedles in
respect of the real property,in which case this part does not apply.”: ;

. History: 1989 ¢ 232 art Is 2A—50], 1991 c 171 art 1 59

336.2A-502 NOTICE AFTER DEFAULT.

" Exceptasotherwise prov1ded in this article or the lease agreement the lessor or lessee in
default under the lease contract is not entitled to notice of default or notlce of enforcement
from the other party 'to the lease agreement e - : :

History: 1989 ¢ 232 artls 2A ~502

336.2A-503 MODIFICATION OR IMPAIRMENT OF RIGHTS AND REMEDIES

(1) Except as otherwise provided in this article, the lease agreementmay include rights
and remedies for default in addition to or in substitution for those provided in this article and )
may limit or alter the measure of damages recoverable under this article. " -’ :
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(2) Resort to a remedy provided under this article or in the lease agreement is optional
unless the remedy is expressly agreed to be exclusive. If circumstances cause an exclusive or
limited remedy to fail of its essential purpose, or provision for an exclusive remedy is uncon-
scionable, remedy may be had as provided in this article.

(3) Consequential damages may be liquidated under section 336. 2A—504 ormay other-
wise be limited, altered, or excluded unless the limitation, alteration, or exclusion is uncon-
scionable. Limitation, alteration;, or exclusion of consequential damages for injury to the per-
son in the case of consumer goods is prima facie unconscionable but limitation, alteration, or
exclusion of damages where the loss is commercial is not prima facie unconscionable.

4 Rrghts and remedies on default by the lessor or the lessee with respect to any obliga-
tion or promise collateral or ancrllary to the lease contract are not nnparred by this artrcle

_ History: 1989 c232art 1 5 2A-503; 1991 ¢ 171 art1s 10
336.2A-504 LIQUIDATION OF DAMAGES. *

( 1) Damages payable by either party for default, or any other actor ormssron, including
indemnity for loss or diminution of anticipated tax benefits of loss or damage to lessor’s re-
sidual interest, may be liquidated in the lease agreement but only at an amount or by a formu-
la that is reasonable in hght of the then anticipated harm caused by the default or other actor
omission.

2 If the lease agreement provides for 11qu1dat10n of damages, and the provision does
not ¢comply with subsection (1), or the provision is'an exclusive or limited remedy that cir-
cumstances cause to fail of its essentral purpose, remedy may be had as provrded in th1s ar-
ticle.

(3) If the lessor justifiably wrthholds or. stops dehvery of goods because of the lessee’s
default or insolvency (section 336.2A—525 or 336.2A~526), the lessee is entitled to restitu-
tion of any amount by which the sum of the lessee’s payments exceeds:

(a) the amount to which the lessor is entitled by virtue of terms liquidating the lessor’s -
damages in accordance with subsection (1); or i

(b)inthe absence of those terms, 20 percent of the then present value of the total rentthe
lessee was obligated to pay for the balance of the lease term, or, in the case of a consumer
lease, the lesser of such amount or $500.. : )

(4) Alessee’sright to restitution under subsection (3) is subject to offset to the extent the
lessor estabhshes ) -

. (a)aright to recover damages under the prov1s10ns of thrs artlcle other than subsection
(1); and : S ,

(b) the amount or value of any benefits recerved by the lessee dlrectly or 1nd1rect1y by

reason of the lease contract. - oo .

History: I 989 ¢ 232 artls 2A—504
Lo W
336. 2A—505 CAN CELLATION AND TERMINATION AND' EFFECT OF CAN-
CELLATION, TERMINATION RESCISSION, OR’ FRAUD ON RIGHTS AND
REMEDIES.

(1) On cancellation of the lease contract, all obligations that are stili executory on both
sides are discharged, but any right based on prior default or performance survives, and the
canceling party also retains any remedy for default of the whole lease contract or any unper-
formed balance.

2) On termination of the lease contract all obhgatlons that are st111 executory on both
sides are discharged but any right based on prior default or performance survives.

LI Y3

(3) Unless the contrary intention clearly appears, expressions of “cancellation,” “rescis-
sion,” or the like of the lease contract may not be construed as a renunciation or discharge of
any ‘claim in damages for an antecedent default.

- " (4) Rights and remedies for material misrepresentation or fraud mclude all nghts and
remedies available under this article for default. . " . .
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- (5) Neither rescission nor a claim for rescission of the lease ‘contract nor rejection or
: retum of the goods may bar orbe deemed 1ncons1stent w1th aclaimfor damages orotherright
B or remedy. : _

‘History: 19890232 artl s2A—505 I LT

o 336 2A=506. STATUTE OF LIMITATIONS.

+i(1) An action for default urider : alease contract, 1nclud1ng breach of warranty or 1ndem-
nity, must be commenced within foury years after the cause of action accrued. If the lease con-
tract is not a consumer lease, the partles may reduce the penod of: lmutatlon to not less than
" oné year insthe original lease contract. . R LI , ;

(2) A cause of action for default accrues when the act oromissiéon on wh1ch the default
or breach of- -warranty is based is or should have been discovered by-the aggrieved party, or
when the default occurs, whichever is later. A cause of action for indemnity accrues when the
act or omission on which the claim for 1ndemmty is based is or should have been d1scovered
_ by the indemnified | party. ' ‘

it (3) 1f an; acnon commenced w1th1n the t1me lumted by subsectlon ( Di is so tenmnated as
to leave available a remedy by another action for the same default or breach, of warranty or
1ndemmty the other action may be commenced after the explratlon of the time limited and
" within six months after the termination of the firstaction unléss the termination resulted from
voluntary discontinuance or from dismissal for failure or neglect to prosecute o
(4) Th1s sectlon does not alter the law on tollmg of the statute of 11nutatlons nor does it
. apply to causes of, act1on ‘that have accrued before this article becomes effectlve

- History: 1989, 0232 art Is 2A—506 e oy miom

336 2A-507 PROOF OF MARKET RENT TIME AND PLACE..

" (1) Damages based on market rent (section 336: 2A-519 or 336.2A=528) are deter—
mmed accordmg to the rént for the use of the goods concérned for a lease term identical'to the
remaining lease term of the original lease agreement and prevalhng at the times spec1ﬁed in
sections 336.2A-519 and 336.2A-528." o ; e
. (2) If evidence of rent for the use of the goods concerned for a lease term 1dentlcal to the

rémaining lease térm-of thie'original lease agreement and prevailing at the.times ‘or places
described in this article is not readily available, the rent prevailing within any reasonablé.
time before or after the time described or at any other place orfor a different lease term which
in commercial judgment or underusage of trade-would serve as.a reasonable substitute for
the one described:may be used, making any proper allowance for the difference, mcludmg,
- the cost of transporting the goods to or from the other place. ‘ i’
.- (3) Evidence of arelevant rent prevailing at a time orplace or for a lease term other than
the one described in this article offered by one party is not admissible unless and until the,
party has given the other party notice the court finds sufficient to prevent unfair surprise.
) If the preva111ng rent or value of any goods regularly leased in any established mar-
ketis in issue, reportsin official publications ot trade journals orin: newspapers or periodicals
of general circulation published as the reports of that market are admissible in evidence, The-
circumstances of the preparatlon of the report, may be shown to affect its weight but not its
admlss1b111ty R

Hlstory 1989 c 232 art 1 s 2A—507 '1991 c17larils 1l
B DEFAULT BY LESSOR ’

336 2A—508 LESSEE’S REMEDIES : W ‘

¢} If a lessor fails to dehver the goods 1n confornuty to“the lease contract (sect10n‘
336 2A—509) or repudiates the lease contract (sectlon 336. 2A-402),0ra lesseerightfully re-
- jects the goods (section 336. 2A—509) or justifiably revokes acceptance of the goods (section’
336.2A-517), then with respect to any goods involved, and with respect to all of the goods if
under an installment lease contract the value of the whole lease contract is substantially im-
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paired (section 336.2A—-510), the lessor is-in default under the lease contract and the lessee
may pursue any or all of the following remedies: . . :

(a) cancel the lease contract (section 336. 2A—505(1)) ‘.

(b) recover so much of the rent and security as has been paid and is just under the cir-
cumstances;

(c) cover and recover damages as to all goods affected whether or not they have'been
identified to the lease contract (sections 336.2A-518 and 336.2A-520), or recover damages
for nondelivery (sections 336.2A-519 and 336.2A-520); -

(d) exercise any other rights or pursue any other remedies provided i inthe lease contract

(2) If a lessor fails to deliver the goods in conforrmty to the lease contract or repudlates
the lease contract, the lessee may also:

- (a) if the goods have been identified, recover them (SCCthIl 336 2A-522);0r -

“(b)'in a proper case, obtam speclﬁc performance or replevy the goods (SCCthI‘l‘
336.2A-521). ‘

(3) If a lessor is otherwise in default under a lease contract, the lessee may exercnse the
rights and pursue the remedies provided in the lease contract, whlch may 1nclude a nght to
cancel the ledse, and in section 336. 2A-519(3). X :

(4) If a lessor has breached a wartanty, Whether express or 1mphed the lessee may re-
cover damages (section 336. 2A-519(4). ‘

(5) On rightful rejection or Justifiable revocation of acceptance alessee has a security
interest in‘'goods in the lessee’s possession or control for any rent and security that has been
paid and any expenses reasonably incurred in their inspection, recelpt transportatlon and -
care and custody and may hold those goods and dispose of them in good faith and in a com-
mercially reasonable manner, subject to section 336.2A-527(5).

(6) Subject to the provisions of séction 336. 2A—407, alessee, onnotifying the 1essor of
the lessee’s intention to-do so, may deduct all or any part of the damages resulting from any
default under the lease contract from any part of the rent still due under the same lease con-
tract. .

- History: 1989 c 232 art1 s 2A—508 1991 ¢ 171 art I 5 12

336 2A—509 LESSEE’S RIGHTS ON IMPROPER DELIV ERY RIGHTFUL RE '
JECTION. -
(1) Subject to the provisions of: sect10n 336 2A 5 10 on default in 1nsta11ment lease con-. -
tracts, if the goodsor the tender or delivery fail in any respectto conformto the lease contract,
the lessee may reject or acceptthe goods or accept any commercml unit or umts and reJ ect the
rest of the goods. »
(2) Rejection of goods is ineffective unless it is within a reasonable time after tender or
delivery of the’ goods and the lessee seasonably nouﬁes the lessor :

Hlstory. ]989 c232artls 2A—509
336. 2A—510 INSTALLMENT LEASE CONTRACTS REJECTION AND DE-
FAULT. " -

¢)) Unider an installment lease contract, a lessee may feject any dehvery thatisnoncon- -
forming if the nonconformity substantlally impairs the value of that delivery and cannot be
cured or the nonconformity is a defect in the'required documients; but if the nonconformity
does not fall within subsection (2) and the lessor or the suppher gives adequate assurance of
its cure, the lessee must accept that delivery.

(2) Whenever nonconformity or default with respect to one or more deliveries substan-
tially impairs the value of the instaliment lease contract as a whole there is a.default with re-
spect to the whole. But, the aggrieved party reinstates the installment lease contract as a
whole if the aggrieved party accepts a nonconforming delivery without seasonably notifying
of cancellatlon or brings an action with respect only to past deliveries or demands perform-
ance as to future deliveries.

History: 1989 ¢ 232 art I s 2A—51 0
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- 336.2A-511 MERCHANT LESSEE’S DUTIES AS TO RIGHTFULLY REJECTED
GOODS: -
o ) Subject to any security interest of a lessee (section 336. 2A—508(5)) 1f a lessor ora
supplier has no. agent or place of business at the-market of rejection, a merchant lessee, after
rejection of goods in the lessee’s possession or control, shall follow any reasonable instruc-
- tionsreceived from the lessor or the supplier with respect to the goods. In the absence of those
instructions, a merchant lessee shall make reasonable efforts to sell, lease, or otherwise dis-
pose of the goods for the lessor’s account if they threaten to decline in value speedily. Instruc-
. tions are not reasonable if on-demand indemnity for expenses is not forthcoming.

(2) If a merchant lessee (subsection (1)) or any other lessee (sectlon 336.2A-512) dis-

. +.'poses of goods, thie lesse¢ is entitled to reimbursement either from'the léssor or the supplier or

-0 damages.

.+ out of the proceeds for reasonable expenses of canng for and drsposmg of the goods and, if
. thee expenses inchide no disposition cominission, to a commission as is usual in the trade, or if

" there is none, to a reasonable sum not exceeding ten percent of the gross proceeds.
(3)Incomplying with this section or section 336.2A-512; the lessee is held only to good
faith. Good faith conduct is nerther acceptance or conversion nor the basis of an action for

o . (4) A purchaser who purchases in good farth from-a lessee pursuant to thlS section or
section 336.2A-512 takes the goods free of any nghts of the lessor and the supplier even
though the lessee fails to comply with one or. more of.. the. requirements of this article.

" History: 1989 ¢ 232 artls 2A—5 II

- 336.2A-512 LESSEE’S DUTIES AS TO RIGHTFULLY REJECTED GOODS
: ) Except as otherwise provided with respect to goods that threaten to decline in value
speedily (section 336.2A-511) and subject to any secunty interest of a lessee (section
336.2A-508(5)): |

(a) the lessee, after rCJCCthIl of goods 1n the lessee s possess1on shall hold them with
reasonable care at the lessor’s or the suppller s disposition for a reasonable time after the les-
see ’S. seasonable notlﬁcatlon of reJectlon,

- (b) if the lessor or the suppher givesno instructions w1thm a reasonable time after notifi-
cation of rejection, the lessee may store the rejected goods for the lessor’s or the supplier’s
account or ship them to the lessor or the supplier or dlspose of them for the lessor’s or the
suppher s account w1th reimbursement'in the manner provided in section 336.2A-511; but

() the lessee has no further obhgat10ns with regard to goods nghtfully re]ected

(2 Actlon by the lessee Ppursuant to subsection (1) is not acceptance or conversron

I-Ilstory 1 989 c232 artls 2A—512

336. 2A—513 CURE BY LESSOR OF IMPROPER TENDER OR DELIVERY RE
PLACEMENT.

() K any tender or del1very by the lessor or the supplier is rejected because noncon-
formmg and the time for performance has not yet expired, the lessor or the supplier may sea-
sonably notify the Iessee of the Iessor’s or the’ suppher § intention to cure and may then make
a conforrmng dehvery within the time prov1ded in the lease contract:

(2) If the lessee rejects a nonconformmg tender that the lessor or the supplier had rea-
sonable groundsto believe wotild be acceptable with'or without money allowance, the lessor
or the suppher may have a further reasonablé t1me to substltute a confomung tender if the
lessor or suppher seasonably notifies the lessee. ’

Hlstory 1989 c, 232 art 1 $ 2A—513

: 336 2A—514 WAIVER OF LESSEE’S OBJECTIONS :
(DI rejectmg goods a lessee s farlure to state a partlcular defect that is ascertamable
by reasonable i mspectlon precludes the lessee from relyrng on the defect to Justxfy reJectlon or
fo'establish default: -
-~(a) if, stated seasonably, the lessor’ or ‘the suppher could” have cured 1t (sect1on
3362A—513) or’ S o . cor
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: (b) between merchants if the lessor orithe supplier after rejection has made a request in
wrrtmg for a full and final written statement of all defects on which the lessee proposes to
rely . . ; , . .
‘ (2) A lessee’s fmlure to reserve rlghts when paymg rent or other consrderatlon aga.tnst
documents precludes recovery of the payment for defects apparent on the face of the docu-
ments. : . P R

Hlstory 1989c232an1s2A-514 L o

336. 2A—515 ACCEPTANCE OF GOODS." 7
(1) Acceptance of goods occurs after the lessee has had a reasonable opportumty to 1n7
_spect the goodsand, . - 0
(a) the lessee s1gmﬁes or acts; with respect to the goods ina manner thatsrgmﬁes to the :
lessor or the supplier that the goods are conformmg or that the lessee :will take or-retain them '
in spite of their nonconformity; or
(b) the lessee fails to make an effective I‘Q]CCthIl of the goods (sectron 336 2A—509(2))

(2) Acceptance of a part of any commercial unit is acceptance of that entire unit.-
Hlstory 1989 ¢ 232 art I s 2A—515 R ' L

¢

336.2A-516 EFFECT OF ACCEPTANCE OF GOODS; NOTICE OF DEFAULT;
BURDEN OF ESTABLISHING DEFAULT AFTER ACCEPTANCE; NOTICE OF
CLAIM OR LITIGATION TO PERSON ANSWERABLE OVER,

¢)) Alessee must pay ‘rent for any goods accepted in accordance with' the lease contract
Wrth due allowance for goods rightfully reJected or not delivered. =~ - ’

(2) A lessee’s acceptance of goods precludes reJectron of the goods accepted. In the case
of a finance lease, if made with knowledge of a nonconformity, acceptance cannot be re-
voked because of it. In any other case, if made with knowledge of a nonconformity, accep-
farice cannot be revoked because of it unless the’ acéeptance was on the reasonable’ assump-
tion that the nonconformity would be seasonably cured. Acceptarice does not of itself i 1mpa1r
any other remedy provided by this article or the lease agreement for nonconforrmty '

B)Ifa tender has been accepted e
{ \ “: (a) within a reasonable time after the lessee drscovers or should have drscovered any
default, the lessee shall notify the lessor and the suppher if any, orbe barred from any remedy
against the party not notified;

(b) except in the case of a consumer lease,; w1thm a reasonable trme after the lessee re-
ceives notice of litigation for infringement or the like (section 336.2A-211) the Iessee shall
not1fy the lessor or be barred from any remedy over for habrhty estabhshed by the htrgatron
and

(c) the burden i is on the lessee to estabhsh any default.

@) Ifa lessee is sued for breach ofa warranty or other obhgatron for whrch a lessor ora
suppher is answerable over the followmg apply ) i

(a) The lessee may give the lessor orthe suppher or both wntten notrce of the ht1gat10n
If the. notice states that the person notified may come in and defend and that if the person
notified does not do so that person will be bound in any actlon agamst that person by'the les-
see by any detemunatlon of fact common.to the two htlgatlons then unless the person noti-
fied after seasonable receipt of the notice does come 1n and defend that | person is so bound.

(b) The lessor or the supplier may demand in wntrng that the lessee turn over control of
the litigation including settlement if the claim is one for 1nfr1ngement or the like (section
336.2A-211) or else be barred from any remedy, over. If the demand states that the lessor or
the supplier agrees to bear all expense and to satlsfy any adverse _]udgment then unless’ the
lessee after seasonable recelpt of the, demand does turn over control tHe lessee is'so barred.

(&) Subsections (3)and (4) apply to any obhgatron of alessee t6 hold ‘the lessor or. the
supplier harmless against infringement or the like (sectron 336.2A-21 1) '

History: 1989 ¢ 232 art 1 s 2A-S16: 1991 ¢ 171 art I s 13 Sl

2o
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336.2A~517 REVOCATION OF ACCEPTANCE OF GOODS.
(1) A lessee may revoke acceptance: -of a lot or commercial unit whose nonconformlty'
- substantially impairs its value to the lessee if the lessee has accepted it:
(a) except in the case of a finance lease, on the reasonable assumptlon that its noncon-
formity would be cured and it has not been seasonably cured; or
(b) ‘without discovery of the nonconformity if the lessée’s acceptance was reasonably
induced either by the lessor’s assurances- or, except in the case of a finance lease, by the dlfﬁ—
culty of discovery before acceptance. :
(2) Except in the case of a finance lease, a lessee may revoke acceptance of a lot or com-
‘mercial unit if the lessor defaults under the lease contract and the default substannally im-
- pairs the value of that lot or commercial unit to the lessee. : '
(3) If the lease agreement so provides, the lessee may revoke acceptance of a lot or com-
mercial unit because of other defaults by the lessor.
(4) Revocation of acceptance milist occur 'within a reasonable'timé after the lessee dis-
covers. or. should have discovered; the. ground for it and before any substantial change in
.condition of the goods whichis:not caused by the nonconforrmty Revocation is not effective
until the lessee notifies the lessor. . _
*(5) A lessee who so revokes has the same nghts and duties w1th regard to the goods in-
volved as if the lessee had rejected them.

History: 1989 ¢ 232 art 1 s 2A-517;.1991 ¢ 171 artlsl4

336.2A-518 COVER SUBSTITUTE GOODS

(1) After a default by a lessor under the lease contract of the type descnbed in section
336.2A-508(1), or, if agreed, after other default by the lessor, the lessee may cover by mak-
ing any purchase or lease of or contIact to purchase or lease goods i in substltutlon for those
due from the lessor.

(2) Except as otherwise provided with respect to damages hqu1dated in the lease agree-
- ment (section 336.2A=-504) or-otherwise determined pursuant to agreement of the parties
(sections 336:1-102(3) and 336.2A-503), if a lessee’s cover is by alease agreement substan-
tially similar to the original lease agreement and the new lease agreement is made in good
faith and in a commercially reasonable manner, the lessee may recover from the lessor as
damages (i) the present value, as of;the date of the commencement of the term of the new
lease agreement, of the rent under the new lease agreement applicable to that period of the
new lease term which is comparable to the then remaining term of the original lease agree-
ment minus the present value as of the same date of the total rent for the then remaining lease
term of the original lease agreement, and (ii) any incidental or consequential damages, less
expenses saved in consequence of the lessor’s default. ,

(3)Ifalessee’scoveris by lease agreement that for any reason does not qualifyfor treat-
ment under subsection (2), or is by purchase or otherwise, the lessee may recover from the
lessor as if the lessee had elected not to cover and section 336.2A-519 governs. :

Hlstory I989c232 art 1 5 2A-518; 1991 ¢ 171 art 1 s 15

336.2A-519 LESSEE’S DAMAGES FOR NONDELIVERY REPUDIATION DE-
FAULT, AND BREACH OF WARRANTY IN-REGARD TO ACCEPTED GOODS.

- (1) Except as otherwise provided with respect to damages liquidated in the lease agree-
ment (section 336.2A-504) or otherwise determined pursuant to agreement of the parties
(sections 336.1-102(3) and 336.2A-503), if a lessee elects not to cover or a lessee elects to
cover and the. cover is by lease agreement that for any reason does not qualify for treatment
under section 336.2A-518(2), or is by purchase or otherwise, the measure of damages for
nondelivery or repudiation by the lessor or for rejection or revocation of acceptance by the
lessee is the present value, asof the date of the default, of the then market rent minus the pres-
ent value as of the same date of the original rent, computed for the remaining lease term of the
original lease agreement, together with incidental and consequentlal damages less expenses
saved in consequence of the lessor’s default. S

(2) Market rent is to be determined as of the place for tender or, in cases of rej ectlon after
arrival or revocation of acceptance, as of the place of arrival.: o
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(3) Except as otherwise agreed, if the lessee has accepted goods and given notification

" (section336.2A-516(3)), the measure of damages for nonconforming tender or delivery or

- other default by a lessor is the loss resulting in the ordinary course of events from the lessor’s

.default as determined in any manner that is reasonable together with incidental and conse-
quenual damages, less expenses saved in consequence of the lessor’s default.

.. (4) Except as otherwise agreed, the measure of damages for breach of warranty is the
present value at the time and place of acceptance of the difference between the value of the
use of the goods accepted and the value if they had been as warranted for the lease term, un-
less special circumstances show proximate damages of a different amount, together with in-
cidental and consequential damages less expenses saved in.consequence of the lessor’s de-
fault or breach of warranty.

Hlstory. 1989 ¢ 232 art 1 s 2A-519; 1991 c 171 artls 16

336.2A-520 LESSEE’S INCIDENTAL AND CONSEQUENTIAL DAMAGES.

(1) Incidental damages resulting from a lessor’s default include expenses reasonably
incurred in inspection, receipt, transportation, and care and-custody of goods rightfully re-
jected or goods the acceptance of which is justifiably revoked, aity commercially reasonable
charges, expenses or commissions in connection with effectmg cover, and any other reason-

able expense incident to the default.

(2) Consequential damages resulting from a lessor s default include:

(a) any loss resulting from general or particular requ1rements and needs of which the
lessor at the time of contracting had reason to know and whlch could not reasonably be pre-
vented by cover or otherwise; and

(b) injury to person or property proxrmately resu]tmg from any breach of warranty

History: 1989c 232 art1s 2A-520

336.2A-521 LESSEE’S RIGHT TO SPECIFIC PERFORMANCE OR REPLEVIN.
(1) Specific performance may be decreed 1f the goods are umque or in other proper cir-
cumstances.

(2) A decree for specific performance may mclude any terms and conditions as to pay—
ment of the rent, damages, or other relief that the court deems just.

(3) A lessee has aright of replevin, detinue, sequestration, claim and delivery, or the like
for goods identified to the lease contract if after reasonable effort the lessee is unabie to effect
cover for those goods or the circumstances reasonably indicate that the effort will be unavail-
ing. '

Hlstory 1989 c232artls 2A-521

336.2A-522 LESSEE’S RIGHT TO GOODS ON LESSOR’S INSOLVENCY

(1) Subject to subsection (2) and even though the goods have not been shipped, a lessee
who has paid a part or all of the rent and security for goods identified to a lease contract (sec-
tion 336.2A~217) on making and keeping good a tender of any unpaid portion of the.rent and
security due under the lease contract may recover the goods identified from the lessor’if the
lessor becomes insolvent within ten days after receipt of the first mstallment of rent and secu-
rity. « .

@A lessee acquires the right to recover goods 1dent1ﬁed toalease contract only if they
conform to the lease contract. ‘ .

Hlstory 1989 ¢ 232 artls 2A—522 ‘ o
C DEFAULT BY LESSEE

336.2A-523 LESSOR’S REMEDIES

(1) If a lessee wrongfully rejects or revokes acceptance of goods orfails to make a pay-
ment when due or repudiates with respect to a part or the whole, then,. with respect to any
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goodsinvolved, and with respect to all of the goods if under an installtnent lease contract the
value of the whole lease contract is substantially impaired (section 336.2A-510), the léssee
is in default under the lease contract and the lessor may pursue any or all of the followmg
remedies:

- (a) cancel the lease contract (section 336. 2A—505(1)),

(b) proceed respecting goods not identified to the lease contract (section 336. 2A—524)

(c) withhold delivery of the goods and take possession of goods previously delivered
(section 336.2A-525);

(d) stop delivery of the goods by any bailee (section 336. 2A-526);

(e) dispose of the goods and recover damages (sectlon 336.2A-527), orretain the goods
and recover damages (section 336 2A—528) or in a proper case recover rent (section
336.2A-529);

(f) exercise any other rights or pursue any other remedies provided in the lease contract.

(2) If a lessor does not fully exercise a right or obtain a remedy to which the lessor is
entitled under subsection (1), the lessor may recoyer the loss resulting in the ordinary course
of events from the lessee’s default as determined in any reasonable manner, together with
incidental damages, less expenses saved in consequence of the lessee’s default. '

(3) If alessee is otherwise in default under a lease contract, the lessor may exercise the
rights and pursue the remedies provided in the lease agreement, which may include a right to
cancel the lease. In addition, unless otherwise provided in the lease contract:

(a) if the default substantially impairs the value of the lease contract to the lessor, the
lessor may exercise the rights and pursue the remedies provided in subsection (1) or (2); or

(b) if the default does not substantlally impair the value of the lease contract to the les-
sor, the lessor may recover as provided in subsection (2).

‘History: 1989 ¢ 232 art 1 s 2A-523; 1991 ¢'171 art 1 s 17

336.2A-524 LESSOR’S RIGHT TO IDENTIFY GOODS TO LEASE CONTRACT

(1) A lessor aggrieved under séction 336.2A~523(1) may: ’

(2) identify to the lease contract conformmg goods not already 1dent1ﬁed if at the time
the lessor learned of the default they. were in the lessor’s or the suppher $ possession or con-
trol; and

"(b)dispose of goods (section 336 2A—527( 1)) that demonstrably have been intended for
the particular lease contract even though those goods are unfinished.

(2) If the goods are unfinished, in the exercise of reasonable commercial judgment for
the purposes of avoiding loss and of effective realization, an aggrieved lessor or the supplier
may either complete manufacture and wholly identify the goods to the lease contract or cease
manufacture and lease, sell, or otherwise dispose of the goods for scrap or salvage value or
proceed in any other reasonable manner.

Hlstory 1 989 c232artls 2A—524

336.2A-525 LESSOR’S RIGHT TO POSSESSION OF GOODS.

(1) Ifa lessor discovers the lessee to be msolvent the lessor may refuse to dehver the
goods. v

2) After a default by the lessee under the lease contract of the type descnbed in sectlon
336.2A-523(1) or 336. 2A—523(3)(a) or, if agreed, after other default by the lessee, the lessor
has the right to take possession of the ‘goods. If the lease contract so provides, the lessor may
require the lessee to assemble the goods and make them available to the lessor at a place to be
designated by the lessor whichis reasonably convement to both parties. Without removal, the
lessor may render unusable any goods employed in trade or business, and may dispose of
goods on the lessee’s premises (section 336.2A-527). ;

(3) The lessor may proceed under subsectlon (2) without judicial process if it can be.
done without breach of the peace or the lessor may proceed by action.

History: 1989 ¢ 232 art 1 s 2A-525; 1991 c 171 art'15 18
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336.2A-526 LESSOR’S STOPPAGE OF. DELIVERY ]N TRANSIT OR OTHER-\
WISE.

(1) Alessor may stop dehvery of goods in the possesswn of acarrier or other bailee 1f the
lessor discovers the lessee to be insolvent and may stop delivery of carload, truckload, plane-
load, or larger shipments of express or freight if the lessee repudiates or fails to make a pay-
ment due before delivery, whether for rent, security or otherwise under the lease contract, or
for any other reason the lessor has a right to withhold or tal:e possession of the goods.

" (2) In pursuing its remedies under subsection (1), the lessor may stop delivery until

(a) receipt of the goods by the lessee;

(b) acknowledgment to the lessee by any bailee of the goods, except a camer that the
bailee holds the goods for the lessee; or

(c) an acknowledgment to the lessee by a carrier via reshipment or as warehouse opera-
tor.

(3)(a) To stop delivery, a lessor shall so noufy as to enable the baﬂee by reasonable dili-
gence to prevent delivery of the goods.

(b) After notification, the bailee shall hold and deliver the goods accordmg to the direc-

-tions of the lessor, but the lessor is liable to the bailee for any ensuing charges or damages.

(c) A carrier who has issued a nonnegotiable bill of ladmg isnot obhged to obey a notifi-

cation to stop received from a person other than the consignor. -~ "~

History: 1986 ¢ 444; 1989 c 232 art 1 s 2A—526

336.2A-527 LESSOR’S RIGHTS TO DISPOSE OF GOODS.

(1) After a default by a lessee under the lease contract of the type described in section’
336.2A-523(1) or 336.2A-523(3)a) or after the lessor refuses to deliver or takes possession
of goods (section 336.2A-525 or 336.2A-526), or, if agreed, after other default by a lessee,
the lessor may dispose of the goods concerned or the undelivered balance by lease, sale, or
otherwise. ' ‘

(2) Except as otherwise provided with respect to damages liquidated in the lease agree-
ment (section 336.2A-504) or otherwise determined pursuant to agreement of the parties
(sections 336.1-102(3) and 336.2A-503), if the disposition is by lease agreement substan-
tially similar to the original lease agreement and the new lease’ agreement is made in good
faith and 'in a commercially reasonable manner, the lessor may recover from- the lessee as -
damages (i) accrued and unpaid rent as of the date of the start of the term of the new lease
agreement, (ii) the present value; as of the same date, of the total rent for the then remaining
lease term of the original lease agreement minus the present value, as of the same date, of the
rent under the new lease agreement applicable to that period of the new lease term that is
comparable to the then remaining term of the original lease agreement, and (iii) any inciden-
tal damages allowed under section 336.2A-530, less expenses saved in consequence of the .
lessee’s default. "

(3) Hthe lessor’s dlsposmon is by lease agreement that for any reason does not quahfy :
for treatment under subsection (2), or is by sale or otherwise, the lessor may recover from the
lessee as if the lessor had elected not to dispose of the goods and section 336.2A—528 gov-
erns. : R . ,
~ (4) A subsequent buyer or lessee who buys or leases from the lessor in good faith for
value as a result of a disposition under this section takes the goods free of the original lease
contract and any rights of the original lessee even though the lessor fails to comply w1th one
or more of the requirements of this article.

(5) The lessor is not accountable to the lessee for any profit made on any disposition. A
lessee who has nghtfully rejected or justifiably revoked acceptance shall account to the les-
sor for any excess over the amount of the lessee’s security interest (section 336 2A—508(5))

History: 1989 c 232 art 1 s 2A-527; 1991 c171art1s19

~ 336.2A-528 LESSOR’S DAMAGES FOR NONACCEPTANCE FAILURE TO PAY,
REPUDIATION, OR OTHER DEFAULT. '
(1) Except as otherwise provided with respect to damages hqu1dated inthe lease agree~
" ment (section 336.2A-504) or otherwise determined pursuant to agreement of the parties
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(sections 336.1-102(3)and 336.2A-503), if a lessor-¢lects to retain the goods or a lessor
elects to dispose of the goodsand the disposition is by'lease’ agreement that for-any reason
does riot-qualify for treatmént under section 336.2A-527(2), or is by sale or otherwise, the
lessor-may recover from the'lessee as,damages for-a default of the type described in section
- 336.2A-523(1) or 336. 2A-523(3)(a); or, if agreed for other default of the lessee, (i) accrued
and unpaid rent as of the date of default if the lessee’hasnever taken possession of the goods,

or, if the lessee has taken possession of the goods, as of the date the lessor repossesses the
goods.or:an earller date. on which the lessee makes a tender of the goods to the lessor, (u) the
present. value asof the date deterrmned under clause (1) of the total rent for the then remaining
lease term of the original lease agreement minus the present value as.of the same date of the
market rent at the place where the goods are located computed for the same lease term, and
(iii) any incidental damages allowed under section 336.2A-530, less expenses saved in con-
sequence of the lessee’s default. -

(2) If the measure of damages provrded in subsectlon (1) 1S madequate to put a lessor in
asgooda posrtron as performance would have, the measure of damages isthe present value of
the > profit, including reasonable overhead, the lessor would have fnade from full performance
by the lessee, together with any incidental damages allowed under section 336.2A—530, due
allowance for costs reasonably incurred and due credlt for payments or proceeds of drsposr-
tion.

L ;I'Iistory: 1989 ¢ 232 art 1 S 2A—528; 199] cl7lart1 s,ZQ}. ,

336.2A-529 LESSOR’S ACTION,FOR THE RENT ,'

(1) After default'by the lessee.under the lease contract of the type descrrbed in section
336 2A-523(1) or 336.2A-523(3)(a) or, if agreed,-after other default by thelessee, if the les=
sor complies with subsection (2), the lessor may recover-from the lessee as damages:

. (a) for goods accepted by the lessee andinot repossessed by or tendered to the lessor, and
for conforming goods lost or damaged within a commercially reasonable time after risk of
loss passes to the lessee (section 336.2A-219), (i) accrued and uinpaid rent as of the date of
entry of Judgment in favor of the lessor, (ii) the present value as of the same date of the rent for
the then remaining lease term of the lease agreement and (iii) any incidental damages al-
lowed under section 336.2A-530, less expenses saved in consequence of the lessee’s default;
and

(b) for goods identified to the lease contract 1f the lessor is unable after reasonable effort
to dispose of them at aTeasonable price ot the circumstances reasonably indicate that effort

- -will be unavailing, (i) accrued and unpaid rent as of the date of entry of Judgment in favor of

the lessor, (ii) the present value as of the same date of the rerit for.the then remaining lease
term of the lease agreement, and (iii) any incidental damages allowed under sectron
* 336. 2A—530 less expenses saved in consequence of the lessee’s default. '

(2) Except as prov1ded in stibseétion (3) the lessor shall hold for the lessee for the re-
maining lease term of the lease agreement any goods that have been identified to thé lease
contract and are in the lessor’s control. .. :

(3) The lessor may dispose of the goods at any time before collectlon ofthe _]udgment for

’ damages obtained pursuant to subsection (1). If the disposition.is before the end of the-re-
mammg lease term of the lease agreement, the lessor’s.recovery against the-lessee for dam-
ages is governed by section 336.2A-527 or 336.2A-528, and the lessor will cause an ap-

, propriate credit to be provided against a judgment for damages to the extent that the amount
of the Judgment exceeds the recovery avmlable pursuant to sectron 336.2A-527 or
336 2A—528 :V ,

( (4) Payment of the Judgment for damages obtalned pursuant to subsectlon ). ‘entitles

. the lessee to use and possession of the goods not then disposed of for the remarmng lease term
of and in accordance with the lease agreement. -

(5) After alessee has wrongfully rejected or revoked acceptance of goods; has failed to
pay rent then due, or has repudiated (section 336.2A-402), a lessor whois held not entitled to
rent under this section must nevertheless be awarded damages for nonacceptance urider sec-
tions 336.2A-527 and 336.2A-528. ‘ T
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In addition to any other recovery permitted by this article or other law, the lessor may
recover from the lessee an amount that will fully compensate the lessor for any:loss of or
damage to the lessor’s residual interest in the goods caused by the default of the lessee.

Hlstory 1989 c 232 art 1 s 2A—529 ]99] cl7lartls 21

336.2A-530 LESSOR’S INCIDENTAL DAMAGES

Incidental damages to an aggrieved lessor include any ‘commercially reasonable
charges, expenses; or commissions incurred in stoppmg delivery, in'the transportation, ‘care,
and custody of goods after the lessee’s default, in connection w1th return or dlsposmon of the
goods, or otherwise resultlng from the default.

Hlstory 1989 ¢ 232 artl s 2A—530

336 2A—531 STANDING TO SUE THIRD PARTIES FOR INJURY TO GOODS.

(1) If a third pany so deals with goods that have been identified to a lease contract as to

‘ cause ‘actionable injury to a party to the lease contract (a) the lessor has a right of action
against the third party, and (b) the lessee a]so hasa nght of act10n agamst the thlrd pa.rty 1f the
lessee:’

- @) has a secunty interest in the goods;”

(ii) has an insurable interest in the goods; or

(iii) bears the risk of loss under the lease contract or has since the mJury dssumed that
risk as against the lessor and the goods have been converted or destroyed.

(2)If at the time of the injury the party plaintiff did not bear the risk'0f 10ss as against the
other party to the lease contract and there is no arrangement between them for d1spos1t10n of
the recovery, the party plaintiff’s suit or settlement, subject to the party plaintiff’s own inter-
est, is as a fiduciary for the other party to the lease contract. : .

(3) Either party with the consent of the other may sue for the beneﬁt of whom it may
concern. : : :

Hlstory 1 989 c 232 art Is 2A—531
: Artlcle 3 .
: NEGOTIABLE INSTRUMENTS :

~ Part1 . .
GENERAL PROVISIONS AND. DEFINITIONS S

336.3-101 MS 1990 [Repealed 1992 ¢ 565 s 114]

336.3-101 SHORT TITLE ' s
_This article may be cited as Uniform Commercml Code——Negotlable Instruments

Hlstory 1965 ¢ 811 s 336.3-101; 1992 ¢ 565 s 3 i
" 336.3-102 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3-102 SUBJECT MATTER. AN . ,
‘(a) This article applies to negotiable instruments. It does not apply to money, to payrnent"

orders governed by article 4A, or to securities govemed by article’ 8. '
(b) If there is conflict between this article and article 4 or9, articles 4 and'9 govem

(c) Regulations of the board of governors of the fedéral reserve system and' operating’
circulars of the federal reserve banks supersede any 1ncons1stent prov181on of this arucle to
the extent of the inconsistency.

" History: 1965 ¢ 811 s 336.3-1 02 1992 ¢ 56554
336.3-103 MS 1990 [Repealed 1992.¢ 565 s 114]

336.3-103 DEFINITIONS
(a) In this article:
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(1) “Acceptor” means a drawee who has accepted a draft.

(2) “Drawee” means a person ordered in a draft to make payment.

(3) “Drawer” means a person who signs or is identified in a draft as a person ordering
payment.

(4) “Good faith” means honesty in fact and the observance of reasonable commercial
standards of fair dealing.

(5) “Maker” means a person who signs or is 1dent1ﬁed inanote asa person undertaking
to pay.

(6) “Order” means a written instruction to pay money signed by the person g1v1ng the
instruction. The instruction may be addressed to any person, including the Pperson glvmg the
instruction, or to one or more persons jointly or in the alternative but not in'succession. An
authorization to pay is not an order unless the person authonzed to pay is also 1nstructed to

_pay.

@) “Ordmary care” in the case of a person engaged in busmess means observance of
reasonable commercial standards, prevaxhng in the area in whichi the person is located, with
respect to the business in which the person is engaged. In-the case of a bank that takes an
instrument for processing for collection or payment by automated means, reasonable com-
mercial standards do not require the bank to examine the instrument if the failure to examine
does not violate the bank’s prescribed procedures and the bank’s procedures do not vary un-
reasonably from general banking usage not d1sappr0ved by this artlcle or article 4

- (8) “Party” means a party to an instrument.

(9) “Promise” means a written undertaking to pay money signed by the person under-
taking to pay. An acknowledgment of an obligation by the obhgor isnota promlse unless the
obligor also undertakes to pay the obligation.

(10) “Prove” with respect to a fact means to meet. the burden of estabhshmg the fact
(section 336.1-201(8)). . C

(11) “Remitter” means a person who purchases an 1nstrument from its issuer if the
instrument is payable to an identified person other than the purchaser.. '

(b) Other definitions applying to this article and the sections in which they appear are:
“Acceptance,” section 336.3—409. ‘
“Accommodated party,” section 336.3-419. -
“Accommodation party,” section 336.3419. .
“Alteration,” section 336.3-407.
“Anomalous endorsement,” section 336. 3—205
+“Blank endorsement,” section 336.3-205.
“Cashier’s check,” section 336.3-104.
“Certificate of deposit,” section 336.3-104.
~ “Certified check,” sectlon 336 3—409
““Check,” section 336 3- 104 L -
) “Con51derat10n ” section, 336. 3—303 . i
- “Draft,” section 336.3— 104 T -
“Endorsement,” section 336.3-204.
“Endorser,” section 336.3-204. © g
.- “‘Holder in due course,” section 336.3=302. . -

" “Incomplete instrument,” secﬁon'33'6.3—1 15. -
~ “Instrument,” section 336.3-104.

“Issue ” section 336.3-105.

o " “Issuer,” section 336.3-105.

o “Negotiable instrument,” section 336.3-104.
*Negotiation,” section 336.3-201. .. . R
“Note,” section 336.3-104. L -
“Payable at a definite time,” section 336.3-108.
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“Payable on demand,” section 336.3=108. .- . ...
“Payable to bearer,” section 336.3-109. :

- “Payable to order,” section 336.3-109. . oo :
“Payment,” section 336.3-602. b
“Person entitled to enforce,” section 336.3=301. NP
“Presentment,” section 336.3-501. ; A
“Reacquisition,” section 336.3-207. 7zt - R ey
“Special endorsement,” section 336.3-205.

“Teller’s check,” sectlon 336.3- 104.
“Transfer of i msl:rument ” SCCthIl 336. 3—203
“Traveler’s check,” secnon 336. 3-104.
“Value,” section 336.3-303.
(c) The following definitions i in other artlcles apply to this artlcle 2 SR
- “Bank,” section 336.4-105. . ' ] ‘
- “Banking day,” section 336. 4——104 v
* “Clearinghouisé;” section 336. 4——104‘ SR
... “Collecting bank, » section 336.4-105.
“Depositary bank,” section 336 4—105
“Documentary draft,” section 336. 4-—104 L
_“Intermedlary bank,” section 336. 4—105

. “Item,” section 336. 4-104.. e e o c et
“Payor bank,” section 336. 4——105 PR S VPRSI
“Suspends payments,” section336.4-104. - : oL T
(d) In addition, article 1 contains general definitions and pnnc1p1es of constructlon and“

interpretation applicable throughout thls article. o :
Hlstory 1992 ¢ 565s5" '

336.3-104 MS 1990 [Repealed 1992 ¢'5655'114]

336.3-104 NEGOTIABLE INSTRUMENT. : :

(a) Except as provided in subsections (c) and (d), “negotiable instrument” means an un-
conditional promlse ororderto paya fixed amount of money, with or without interest or other
charges described in the promise or order; if it:;, ..~ - :

(1) is payable to bearer or to order at the time 1t is 1ssued or ﬁrst comes mto possessmn of
a holder; , . ..

(2) is payable on demand or at a definite tlme and o

(3) does not state any other undertaking or 1nstruct10n by the person prormsmg or order-
ing payment to do any act in addition to the payment of money, but the promise or order may
contain (i) an undertaking or power to give, maintain, or protect collateral to secure payment, -
(ii) an authorization or power to the holder to confess judgment or realize on or dispose of
collateral, or (iii) a waiver of the benefit of any law mtended for the advantage or protectlon
of an obligor. . ;

(b) “Instrument” means a negotiable 1nstrument

(c) An order that meets all of the requirements of subsection (a) except paragraph ),
and otherwise falls within the definition of “check” in,subsection (f) isa negotlable instru-
ment and a check.

(d) A promise or order other than a check is not an instrument if, atthe time iti is 1ssued or
first comes into possession of a holder, it contains a conspicuous statement, however ex-
pressed, to the effect that the promise or order is not negonable or is not an mstrument gov-
erned by this article.

(e) Aninstrument is a “note” if it is a promise and is a “draft” if it is an order. If an instru-
ment falls within the definition of both “note” and “draft ” a person entltled 1o enforce the
instrument may treat it as either. . S

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

453 UNIFORM COMMERCIAL CODE  336.3-107

(f) “Check” means (i)-a‘'draft, other than a documentary draft, payable on demand and
drawn on abank or (ii) a cashier’s check or teller’s check. An instrument may be acheckeven
though it is described on its face by another term, such as “money order.”

(g) “Cashier’s check™” means a draft with respect to which the drawer and drawee are the
same bank or branches of the same bank. :

(h) “Teller’s check” means a draft drawn bya bank (i)on another bank, or (ii) payable at
or through a bank.

" (i) “Traveler’s check” means an instrument that (i) is payable on demand, (ii) i is drawn
on or payable at or through a bank, (111) is designated by the térm “traveler’s check” or by a
substantially similar term, and (iv) requires, as a condition to payment, a countersignature by
a person whose specimen signature appears on the instrument.

(j) “Certificate of deposit” means an instrument containing an acknowledgment by a -
bank that a sum of money has been received by the bank and a promise by the bank to repay
the sum of money. A certificate of depos1t 1s a note of the bank '

History: 1992 ¢ 56556 '

336.3-105 MS 1990 [Repealed, 1992c565 s 114]‘ L L
336.3-105 ISSUE OF INSTRUMENT. S : ’ O i,

(a) “Issue” means the first delivery of an instrument by the iaker or drawer whethierto -

a holder or nonholder, for the purpose of giving rights on the instrument to any person.

(b) An unissued instrument, or an unissued incomplete instrument that is completed, is
binding on the maker or drawer, but nonissuance is d defense. An instrument that is condi-
tionally issued or is issued for a special purpose is b1nd1ng on the maker or drawer, but failure.
of the condition or special purpose to be fulfilled is a defense. ’

(c) “Issuer” applies toissued and unissued instruments and means a maker or drawer of
aninstrument. = " ' o T

History: 1992 ¢ 565s 7

336 3-106 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3-106 UNCONDITIONAL PROMISE OR ORDER :

(a) Except as provided in'this section, for the purposes of section 336. 3—104(a), aprom-
ise or order is unconditional unless it states (i) an express condition to payment, (ii) that the
promise or order is subject to or governed by another writing, or (iii) that rights or obligations
with respect to the promise or order are stated in another writing. A reference to another writ-
ing does not of itself make the promise or order conditional. - ,

(b) A promise or order is not made conditional (i) by areference to another wr1t1ng for a
statement of rights with respect to collateral, prepayment, or acceleration, or-(ii) because -
payment is limited to resort to a partrcular fund or source.

(©)Ifa pronnse or order requires, as a condition to payment, a countermgnature by a
person whose specrmen signature appears on the promise or order, the condition does not
make the pronuse or order conditional for the purposes of section 336.3-104(a). If the person
whose specimen 51gnature appears on an instrument fails to countersign the instrument, the
failure to countersign is a defense to the obligation of the issuer, but the failure does not pre-
vent a transferee of the instrument frombecoming a holder of the instrument.

(d) If a promise or order at the time it is issued or first comes into possession of a holder
contains a statement, requiréd by apphcable statutory or administrative law, to the effect that
the rights of a holder or transferee are subject to ¢laims or defenses that the issuer could assert
against the original payee, the promise or order is not thereby made conditional for the pur-
poses of section 336.3—-104(a); but if the promise or ordér is an instrument, there cannot be a
holder in due course of the instrument.

History: 1992 ¢ 5655 8
336.3-107 MS 1990 [Repealed, 1992 c 565 s 11‘4]
336.3-107 INSTRUMENT PAYABLE IN FOREIGN MONEY.

Unless the instrument otherwise provides, an instrument that states the amount payable -
in foreign money may be paid in the foreign money:or in an equivalent amount in dollars
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calculated by using the current bank—offeréd spot rate at the place of payment for the pur-
chase of dollars on the day on which the mstrument is paid.

History: 1992 ¢ 56559 v
336.3-108 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336 3108 PAYABLE ON DEMAND OR AT DEFINITE TIME. _

(a) A promise or order is “payable on demand” if it (i) states thatitis payable ondemand
or at sight, or otherwise indicates that it is payable at the will of the holder, or (u) does not
state any time of payment.

(b) A promise or order is “payable at a deﬁnrte time” if i 1t is payable on elapse of adefi-
nite period of time after sight or acceptance or at a fixed date or dates or at a time or times
readily ascertainable at the time the promise or order is issued, subject to rights of (i) prepay-
ment, (ii) acceleration, (iii) extension at the option of the holder, or (iv) extension to a further
definite time at the option of the maker or acceptor or automatically upon or aftera specrﬁed
act or event.

(c) If an instrument, payable ata fixed date i also payable upon demand made before
the fixed date, the instrument is payable on demand until the fixed date and, if demand for
payment is not made before that date, becomes payable at a definite time on the fixed date.

History: 1992 ¢ 565 s 10 :
336. 3-109 MS 1990 [Repealed, 1992 ¢ 565 s 114] A

336.3-109 PAYABLE TO BEARER OR TO ORDER

(a) A promise or order is payable to bearer if it:

(1) states that it is payable to bearer or to the order of bearer or ‘otherwise indicates that
the person in possession of the promise or order is entitled to payment;

(2) does not state a payee; or

(3) states that it is payable to or to the order of cash or 0therw1se 1ndrcates that it is not
payable to an identified person.| -

(b) A promise or order that is not payable to bearer is payable to order 1f itis payable @

to the order of an identified person or (ii) to an identified person or order. A promise or order
that is payable to order is payable to the identified person.

(c) An instrument payable to bearer may become payable to an identified person 1f itis
specially endorsed pursuant to séction 336.3—205(a). An instrument payable to an identified
person may become payable to bearer if it 1s endorsed in blank pursuant to section
336.3-205(b). - o

History: 1992 ¢ 565 s 11
336. 3—110 MS 1990 [Repealed 1992 ¢ 565 s 114]

336 3—110 lDENTIFICATION OF PERSON, TO WHOM INSTRUMENT IS PAY-
ABLE.

(a) The person to whom an 1nstrument is 1mt1ally payable is deterrmned by the intent of
the person, whether or not authorized, signing as, or in the name or behalf of, the issuer of the
instrument. The instrument is payable to the person intended by the signer even if that person
is identified in the instrument by a name or other identification that is not that of the intended
person. If more than one person signs in the name or behalf of the issuer of an instrument and
all the signers do not intend the same person as payee, the instrument is payable to any person
intended by one or more of the signers.

(b) If the signature of the issuer of an instrument is made by automated means, such as a
check—writing machine, the payee of the instrument is determined by the intent of the person
who supplied the name or identification of the payee, whetlier or not authorized to do so.

(c) A person to whom an instrument is payable may be identified in any way, including
by'name, identifying number, office, or account number. For the purpose of. deterrmmng the
holder of an instrument, the followrng rules apply: -
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(1) If an instrument is payable to an account and the account is identified only by num-
ber, the instrument is payable to the person to whom the account is payable. If an instrument
is payable to an account identified by number and by the name of a person, the instrument is
payable to the named person, whether or not that person is the owner of the account 1dent1ﬁed
by number. ' L :

(2) If an instrument is payable to:

(i) a trust, an estate, or a person described as trustee or representatlve ofa trust orestate,
the instrument is payable to the trustee, the representative, or a successor of e1ther whether or
not the beneficiary or estate'is also named,; '

@ii)a person described as agent or similar representative of anamed or 1dent1ﬁed person,
the instrument is payable to the represented person, the representative, or a successor of the
representative;

(iii) a fund or organization that is not a legal entity, the instrument is payable to a repre-
sentative of the members of the fund or organization; or o

(iv) an office or to a person described as holding an office, the instrument is payable to
the named person, the incumbent of the office, or a:successor to:the incumbent.

(d) If an instrument is-payable to two or more persons alternatively, it is payable to any
of them and may be negotiated, discharged, or enforced by any or all of them in possession of
the instrument. If an insttument is payable to two or more persons not alternatively, it is pay-
able to all of them and may be negotiated, discharged, or enforced only by all of them. If an
instrument payable to two or more persons is ambiguous as to whether it is payable to the .
persons alternatively, the instrument is payable tothe persons alternatively.

History: 1992 ¢ 565 s 12-. . .
336.3-111 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3-111 PLACE OF PAYMENT. :

Except as otherwise provided for items in article 4, an instrument is payable at the place
of payment stated in the instrument. If no place of payment is stated, an instrument is payable
atthe address of the drawee or maker stated in the instrument. If no address is stated, the place
of payment is the place of business of the drawee or maker. If a drawee or maker has more
than one place of business, the place of payment is any place of business of the drawee or
maker chosen by the person entitled to enforce the instrument. If the drawee or maker has no
place of business, the place of payment is the residence of the drawee or maker. '

~ History: 1992 c 565 s13
336. 3—112 MS 1990 [Repealed 1992 ¢ 565 s 114]

336 3—112 INTEREST. :
- (a) Unless otherwise provided in the instrument, (i) an instrument is not payable w1th
1nterest and (ii) interest on an interest—bearing instrument is payable from the date of the
instrument. ; .
(b) Interest may be stated in an 1nstrument asa ﬁxed or variable amount of money orit
may be expressed as a fixed or variable rate or rates. The amount or rate of interest may be
stated or described in the instrument in any manner and may require reference to information
not contained in the instrument. If an instrument provides for interest, but the amount of in-
terest payable cannot be ascertained from the description, interest is payable at the judgment
rate in effect at:the place of payment of the instrument and at the time interest ﬁrst accrues.

History: 1992 ¢ 565 s 14
336.3-113 MS 1990 [Repealed 1992 c 565 s 114]

336.3-113 DATE OF INSTRUMENT , _
(a) Aninstrument may be antedated or postdated The date stated determmes the time of N
payment if the instrument is payable at a fixed period after date. Except as provided in section
336.4-401(c), an instrument payable on demand is not payable before the date of the instru-
ment. : .
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(b) If an instrument is undated, its date is the date of its issue or, in the case of an unissued
instrument, the date it first comes into possession of a holder.

Iirsrqry AI992 c565s15
336.3-114 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3-114 CONTRADICTORY TERMS OF INSTRUMENT ,
If an instrument contains contradictory terms, typewritten terms prevall over printed
terms, handwritten terms prevail over both, and words prevail over numbers

History: 1992 c565s516
336.3—-115 MS 1990 [Repealed, 1992 c 565 s 114]

336.3-115 INCOMPLETE INSTRUMENT. «

(a) “Incomplete instrument” means a srgned wr1t1ng, whether or not issued by the sign-
er, the contents of which show at the time of signing that it is incomplete but that the signer
intended it to be completed by the addition of words or numbers.

" (b) Subject to subsection (c), if an incomplete instrument is an instrument under section
336.3-104, it may be enforced according to its terms if it is not completed, or according to its
terms as augmented by completion. If an incomplete instrument is not'an instrument under
section 336.3—104, but, after coimpletion, the requirements of section 336.3—104 are met, the
instrument may be enforced according to its terms as augmented by completion.

(c) If words or numbers are added to an incomplete instrument without authority of the:
signer, there is an alteration of the incomplete instrument under section 336.3—407.

(d) The burden of establishing that words or numbers were added to an incomplete
instrument without authority of the signer is on the person asserting the lack of authority.

History: 1992 ¢ 565 s 17
336 3-116 MS 1990 [Repealed 1992 ¢ 565 s 114]

336.3-116 JOINT AND SEVERAL LIABILITY; CONTRIBUTION.

. (a) Except as otherwise provided in the instrument, two or more persons who have the
same liability on an instrument as makers, drawers, acceptors, endorsers who endorse as joint
payees, or anomalous endorsers are jointly and severally liable in the capacity in which they
sign.

(b) Except as provided in section 336.3-419(e) or by agreement of the affected parties, a
party having joint and several liability who pays the instrument is entitled toreceive fromany
party having the same joint and several liability contribution in accordance with applicable
law. o
(c) Discharge of one party having joint and several liability by a person entitled to en-
force the instrument does not affect the right under subsection (b) of a party having the same’
joint and several liability to receive contribution from the party discharged.

Hlstory 1992 c565s518
336.3-117 MS 1990 [Repealed 1992 ¢ 565.5 114] .

336. 3—117 OTHER AGREEMENTS AFFECTING INSTRUMENT

Subject to applicable law regarding exclusion of proof of contemporaneous or prev10us
agreements, the obligation of a party to an instrument to pay the instrument may be modified,
supplemented, or nullified by a separate agreement of the obligor and a person entitled to
enforce the instrument, if the instrument is issued or the obligation is incurred in reliance on
the agreement or as part of the same transaction giving rise to the agreement. To the extent an
obligation is modified, supplemented, or nullified by an agreement under this section, the
agreement is a defense to the obligation.

- Hlstory 1992 ¢ 565519 .
336.3-118 MS 1990 [Repealed, 1992 ¢ 565 s 114]
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336. 3—118 STATUTE OF LIMITATIONS.. SRR TS U L

- (a) Ex¢ept as provided in subsection-(e),-an action to enforce the oblrgatron ofa party to

pay anotepayable-at a definite time must be commienced within six years after the'due date or
“dates stated in the note or, if a due date is accelerated, within six years after the accelerated
due date: Sy

Ab) Except as provided i in subsection (d) or (e), if demand for payment is made to the
maker of a note payable on demand, an action to enforce the oblrgatron of a party to pay the
note must be commenced within $ix*years after the demand If no demand for payment is
the. note has been pa1d fora contrnuous penod of ten .years

(c) Except as provided in subsection (d), an action to enforce the obhgatron of a party to '
an unaccepted draft to pay the draft must be commenced within three years after dishonor of .
the draft or ten Jyears after. the: date of the draft, whrchever period, expires { ﬁrst PR

{(d)An action to enforce the obligationof the acceptor of a certified check or the issuer of
a teller s check, cashier’s check, or traveler’s check must:be commenced within three years
after demand for payment is made to the acceptor or issuer, as the case may be., ..

(e) An action to enforce the obligation of a party toa certificate, of deposrt to pay the
instrument must be commenced within six yéars’after demand for payment is made to the
maker, but if the instrument states a due date and the maker is not required to pay before that
date, the srx—year perrod be gms when a demand for payment isin effect and the due date has
passed. = . e . .

. (f)An action to enforce the oblrgan n of a p to pay an accepted draft other than al
certified check, must be ‘commienced (1) within six years aftet the due date or dates stated in,
the draft or acceptance if the oblrgatron of the acceptor is payable at a definite time, of (i)
within six years after the date of the acceptance 1f the obhgatron of the acceptor is payable on'
demdnd. ‘

- (2) Unless governed by other law regarding clarms for mdemmty or contrrbutron an
actron ® for conversion of an 1nstrument for money hadand recerved or liké action based
on ¢conversior, (ii) forbreach of warranty, or (nr) t0, enforce an obhgatron duty of right aris-
ing under this article and not governedbyt thls sectlon must be commenced wrthm three years‘
after the cause of actron accrues. :

‘History: 1992¢ 565520 .,
336.3-119 MS 1990 [Repealed, 1992¢ 565 5 114]

336.3-119 NOTICE OF RIGHT TO DEFEND ACTION. -

In an action for bréach of an obligation for which a third'person-is answerable over pur-
suant to this article or article 4, the defendant ‘may give the third person written notice of the
litigation, and the person notified may then give similar notice to any other person who is
answerable over: If the notice states: (1) that the person notified may come in and defend and
(i) tht failure to do so'will bind the person notified in an action later brought by the person’
giving the otice as to ‘any determination of fact common to the two lrtrganons the person
notrﬁed is'so Bound' unless’ after seasonable recerpt of the notrce the person notrﬁed does
come in and defend B

Hlstory. 1992 ¢ 565 s'21
336 3—120 [Repealed 1992 c 565 s ll4]
336.3-121 [Repealed; 1992 ¢ 565 s 114]
336 3—122 [Repealed 1992 c 565 s 114]

Y

L7 part2. U S
NEGOTIATION TRANSFER 'AND ENDORSEMENT

336 3—201 MS 1990 [Repealed 1992 v 565 s 114]

336. 3—201 NEGOTIATION PR et ‘“ o
(a) “Negotiation” means a transfer of possession, whether voluntary or mvoluntary of
an instrument by a person other than the issuer to a person who thereby becomes its holder. -

D SR M
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(b) Except for negotiation by a remitter, if an’ instrurnent is payable to an identified per-
son; negotiation requrres transfer of possession of the instrument and its endorsement by the
holder: If:an 1nstrument is: payable to bearer, it may be negonated by transfer of possessron
alone.. -~ - - ; “ . L L e

I-Ilstory 1 992 c 565 s 22 ‘

336.3-202 MS 1990 [Repesled, 1992¢ 565 5'114] -

336. 3—202 NEGOTIATION SUBJECT TO RESCISSION.

(ayNegotiationiis effective even if obtained (i) frorn‘an infant, a corporatlon exceeding
its powers, or a person without capacity, (11) by fraud duress or mlstake or (111) in breach of
‘duty or:as part of an illegal transaction... = . '

(b) To the extent permitted by other law negotlatlon may- be rescmded or may be subject
to other remedies, but those remediesi ‘may not be asserted-against a subseqaent holdér in due
course or a person’ paymg the instriment in good falth and wrthout knowledge of facts that
are a basis for rescission or other remedy. - e . TR .

Hlstory 1 992 c 5655 23
336 3—203 MS 1990 [Repealed 1992 c 565 S, 114]

336 3—203 TRANSFER OF INSTRUMENT RIGHTS ACQUIRED BY TRANSFER '

(a) An instrument is transferred whenfitis délivered by a person other than its issuer for
~ the purpose of giving to the person receiving dehvery the right to enforce the instrument.”

(b) Transfer of an instrument, whether or not ‘the transfer is a negotranon vests in the
transferee any right of the transferor to enforce the instrument, including any right as a holder
in due course, but the transferee cannot acquire rights of a holder in due course by a transfer,
directly or mdrrectly, from a holder in due course if the transfere¢ engaged in fraud or 1llega1—
ity affecting the instrument.

" (c) Unless otherwise agreed if aninstrument is transferred for value and the transferee
does notbecome a holder because of lack of endorseinent by the transferor, the transferee has
a specifically enforceable right to the unqualified endorsement of the transferor, but negoti-
ation of the instrument does not occur until the endorsement is made. o ‘

(d) If a transferor purports to transfer less than the entire instrument, negotiation of the
instrument does not occur. The transferee obtams no rlghts under this arucle and has only the
rights of a partial assignee. S S

History: 1992 ¢ 565 s 24
336.3-204 MS 1990 [Repealed, 1992 ¢ 565 8 114]

336 3-204 ENDORSEMENT .

- (a) “Endorsement” means a .signature, other than that of a srgner as. maker, drawer, or
acceptor, that alone or accompanied by other words is made on an instrument for the purpose
of (i) negotiating the instrument, (ii) restricting payment of the instrument, or (iii) incurring
endorser’s 11ab1hty on the instrument, but regardless of the intent of the signer, a signature
and its accompanying words is an endorsement unless the accompanying words, terms of the
instrument, place of the signature, or other circumstances unambiguously indicate that the
signature was made for a purpose other than endorsement. For the purpose of determmmg
whether a signature is made on an instrument, a paper afﬁxed tothe instrument is a part of the
instrument. S ,

(b) “Endorser” means a person who makes an endorsement. .

(c) For the purpose of determining whether the transferee of an 1nstrument is aholder, an
endorsement that transfers a secunty interest in the i 1nstrument 1s effectlve as an unqualified
: endorsement of the instrument:

(d)If an instrument is payable to a holder under a name thatis .not-the name of the holder,
endorsement may be made By the holder in the name stated in the instrument or in the hold-
er’s name or both, but signature in both names may be required by a person paymg or taking
the instrument for value or collection. ;. .

- History: 1992 ¢ 565 5.25°

e
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336 3-205 MS 1990 [Repealed 1992 c 565 s 114] o e e - :

336 3—205 SPECIAL ENDORSEMENT BLANK ENDORSEMENT ANOMALOUS '
ENDORSEMENTx - : ‘
‘(@) Ifan endorsement is made by the holder of an instroment; whether payable to‘an’
1dent1ﬁed person of' payable to béarer, and the endorsement identifi€s a person to whom it
makes the instrument payable, it is a “special endorsement.” When specially endorsed, an’
instrument becomes payable to the identified: ;person and-may be negotiated only by'the en-
dorsement of that. person The prmcrples stated in sectron 336 3 110 apply to spec1al en--
dorsements. - z G
(b) If an endorsement is made by the holder of an instrument and itis not a specral en-
dorsement, it is a “blank endorsement.” When endorsed in blank; an inistrument becomes
payable to bearer and may benegotiated by transfer of possess1on alone untll spec1ally en-
.dorsed. W
(c) The holder may convert.a blank endorsement that consists only of asi gnature 1nto a
special endorsement by writing, above the signature of the éndorser, words 1dent1fy1ng the
person to whom the instrument is made payable. ,
(d) “Anomalous endorsement” means an endorsement made by aperson who 1s not the
holder of the instrument. An anomalous endorsement does not affect the mannerin whichthe
'instru’ment may be negotiated.

Hlstory 1992 ¢ 565 526,
. 336 3—206 MS 1990 [Repealed 1992 c 565 S 114]

s

336 3—206 RESTRICTIVE ENDORSEMENT : v Qo

" (a) An endorsément limiting' payment to a particular person or otherwise prohlbltmg’
further transfer or negotiation of the instrument is not effective to prevent further transfer or

. negotiation of the instrument. :

(b) An endorsement stating a condition to the nght of the endorsee to receive payment
does not affect the right of the endorsee to enforce the instrument."A person paying the instru-
ment or taking it for value or collection may disregard the condition, and the rights and liabi-
lities of that person are not affected by whether the condition has been fulfilled.

(c) If an instrument bears an endorsement (i) described in section 336. 4—201(b) or (ii)
inblankortoa partlcular bank using the words “for deposit,” “for collection,” or other words
indicating a purpose of having the instrument collected by a bank for the endorser or fora
particular account, the following rules apply:

(1) A person, other than a bank, who purchases the. mstrument when SO endorsed con-
. verts the instrument unless the, amount pa1d for the 1nstrument 1s recerved by the endorser or
apphed consistently with the endorsement -

.(2) A depositary bank that purchases the 1nstrument or takes it for collectron when s0
endorsed converts the instrument unless the amount paid by the bank with respect to the
instrument is received by the endorser or applied consistently with the endorsement.

(3) A payor bank that is also the depositary bank or that takes the instrument for immedi-
ate payment over the counter from a person s other than a collecting bank converts the instru-
ment unless the proceeds of the instrument are received by the endorser or-applied consis-
- tently with the endorsement.

(4) Except as otherwise prov1ded in paragraph (3).a payor bank or 1ntermed1ary bank .-
may.disregard the endorsement and is not liable if the proceeds of the mstrument -are not re-
ce1ved by the endorser or applied consistently with the endorsement. -

“(d) Except for .an endorsement covered by subsection (c), if aninstrument bears an en-
dorsement using words to the effect that payment is to be made to the éndorsee as agent, trust-.
ee, or other ﬁducrary for the benefit of the endorser or another person the followmg rules
apply

(1) Unless there is notrce of breach of ﬁducrary duty asy provrded in sectron 336. 3—307 ai
person who purchases the instrument from the endorsee or takes the instrument from the en-.
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dorsee for collection or payment may pay the proceeds of payment or the value given for.the
instrument to the endorsee wrthout regard to whether the endorsee vrolates a ﬁducrary duty to
" the endorser. -, ; : ,
. (2) A subsequent transferee of the mstrument or person who pays the mstrument is nei-
“ther given notice nor:otherwise affected by the restriction in.the endorsement unless the
transferee or payor knows. that the ﬁduclary dealt with the instrument or its proceeds in
breach of fiduciary duty. " ! ‘
.. (e)Thepresence onan 1nstrument of an endorsement to which this sectlon apphes does
"not prevent a purchaser of the instrument from becoming a holder in due course of the instru-
ment unless the purchaser is a converter under subsection (c) or has notice or knowledge of:
: breach of fiduciary :duty-as stated in subsection (d). :
(f) In-an action:to enforce the obligation of a party to pay the mstrument the obhgor has
a defense if payment would violate an endorsement to which this'section applies and the: pay-
ment is not permitted by this section. e
-(g) Nothing in this section prohibits.or limits the effectiveness of a-restrictive endorse-
ment made. under section-256.9831, subdivision 3. - . = oAt e

.. History: 1992(:565.927 1996c465art3s41 e v L
'3363—207MS 1990 [Repealed, 1992 ¢.565 s 114] Cooh e

336 3—207 REACQUISITION.

Reacquisition of an instrument occurs if it is transferred to a former holder by negotr-
ation or otherwise. A former holder who reacquires the instrument méy cancel endorsements.
made after the reacquirer first became a holder of the instrument. If the cancellation causes
the instrument to be payable to the reacquirer.or to bearer, the réacquirer may negotiate the.
instrument. An endorser whose endorsement is canceled is dtscharged and the dischargeis
effective against any subsequent holder. "= - .. .c -0 - '

~ History: 1992 ¢ 565 5 28
336.3-208 [Repealed','» ,19‘9’2 .9_565 s114]

. Part3 ,
" ENFORCEMENT OF INSTRUMENTS

i

336. 3—301 MS 1990 [Repealed 1992 c 565 s 114]

336.3-301 PERSON ENTITLED TO ENFORCE INSTRUNIENT
““Person entrtled to enforce”™ @i instrument means (1) the holder of- the instrument, (ii)a
nonholder in possession of the instrumént who has the rights of a holdér, or (iii) a person not
in possession of the instrument who is entitled to enfofce the instrumeiit pursuant to section
336.3-309 or 336. 3—418(d) ‘A person may be-a person entitléd to enforce the instrument
even though the; person 1s not the owner of the 1nstrument orisin wrongful possess1on of the
instrument. : K '

. History: I992c565s29 : _ o
336.3-302 MS 1990 [Repealed, 1992 ¢ 565 5 114] L —

'336.3-302 HOLDER IN DUE COURSE. o
(a) Subject to subsection(c)-and section 336 3 106(d) “holder in- due course” means

the holder of an instrument if:

_ (1) the instrument:when issued or negotrated to the holder does not bear such apparent

evidence of forgery or.alteration or is not otherwrse s0 m‘egular of mcomplete astocalli into.

question its authenticity; and . K
(2) the holder took the instrument (i) for value, (u) in good farth (111) w1thout notice that.

the instrument is overdue or has been dishonored or that there is an uncured default with re-

spect to payment of another instrument issued as part of the same series, (iv) without notice,
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that the instrument contains an unauthorrzed signature'or has been altered, (V) without notice
of any claim to the instrument described in section 336.3-306, and (vi) without not1ce that
any party has:a defense or claim in recoupment descrlbed in section 336. 3—305(a)

- (b) Notice of drscharge of a.party, other than discharge in an insolvency proceeding, is
not notice of a defense under subsection (a), but discharge is effective against a person who
became a holder in due course with notice of the discharge. Public filing or recording of a
document does not of itself constrtute notrce ofa defense, cla1m in recoupment or claim to
the 1nstrument :

“(¢) Except to the extent a transferor or predecessor in 1nterest has nghts as a holder in
due course, a person does not acqurre nghts of a holder in due course of an instrument taken
(i) by legal process or by purchase in an‘execution, bankruptcy, or creditor’s sale or similar
proceeding, (ii) by purchase as part of a bulk transaction notin ordinary course of business of
the transferor, or (iii) as the successor in interest to an‘estate or:other organization.

(d) If, under section 336.3-303(a)(1), the promise of performance that is the consider-
ation for an instrument has been partially performed, the holder may assert rights as a holder
in due course of the instrument only to the fraction of the amount payable under the instru-
ment equal to the value of the partial performance divided by the value of the pronused per-
formance.

(e) If (i) the person entitled to enforce an instrument has only a security interest in the
instrument and (ii) the person obliged to pay the instrument has a defense, claim in recoup-

. ment, or claim to the instrument that may be asserted against the person who granted the se-

curity interest, the person entitled to enforce the instrument may assert nghts as a holder in
due course only to an amount payable under the instrument which, at the timié of enforcement
of the instrument, does not exceed the amount of the unpard obhgatron secured

(f) Tobe effectrve notice must be received at a tune and in a manner that grves areason-
able opportunity to act onit. ’

(g) This section is Sllb_]CCt to any law hmltmg status asa holder in due course in partwu—
lar classes of transactions.

History: 1992 ¢ 565530 . ..
336.3-303 MS 1990 [Repealed, 1992 c 565 s 114]

336.3-303 VALUE AND CONSIDERATION.

(a) An instrument is.issued or transferred for value if;

" (1) the instrument is issued or transferred for a promise of performance to the extent! the
prorruse has been performed;

(2) the transferee acquires a security interest or other 11en in the instrument other than a
llen obtained by judicial proceeding; :

(3) the instrurnént is issued or transferred as payment of,oras securrty for an antecedent
claim against any person, whether or not the claim is due;

(4) the instrument is'issued or transferred in exchange for a negotiable instrument; or

" (5) the instrument is issued or transfetred in exchange for the'i 1ncurrmg of an urevocable
obhgatron to a third party. by the person ‘taking the insttument. :

(b) “Consrderauon means any consideration sufﬁcrent to support a simple contract.
The drawer or maker of an instrument has a défense if the instrument is issued without con-
sideration. If an instrument is issued for a promise of performance the issuer has a defense to
the ‘extent performance of the protmise is due and the promise has not been performed. If an
instrument is issued for va]ue as stated 1n subsectron (a), the mstrument is also issued for con-

. s1deratron N

Hlstory 1992 c 565 S 31 .
336.3-304 MS 1990 [Repealed 1992 c 565 8 114]

336.3-304 OVERDUE INSTRUMENT '
. (a) An instrument payable on demand becomes overdue at the earhest of the followmg
times: .
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(1) on the day after the day demand for payment is duly made;

(2) if the’ instrument is a check, 90 days after its date; or - e

(3) if the instrument is not a check when thé instrument has been outstandmg for a’peri-
od of time after its date which is unreasonably long under the circumstances of the particular
case'in light of the nature of the instrument and usage of the trade.  ~

~(b) With tespect to an mstrument payable at a definite time the following rules apply:

(1) If the principal is payable in installments-and a due date has not been accelerated, the
instrument becomes overdue; upon defaultunder the instrument for nonpayment of an 1nstall-
ment, and the 1nstrument remains overdue until the default is cured.

(2) If the pnncxpal is not payable in mstalhnents and the due date has not been acceler-
ated, the instrument becomes overdue on the day after the due date. .

(3) If a due date with respect to principal has been accelerated, the i instrument becomes
overdue on the day after the.accelerated due date. ; :

{c) Unless the due date'of principal has been accelerated -an 1nstrument doesnot become
overdue if there is default in payment of mterest but no default in payment of prmc1pal

History: 1992 ¢ 565 s 32
336 3-305 MS 1990 {Repealed, 1992 ¢ 565's 114]

336.3-305 DEFENSES AND CLAIMS IN RECOUPMENT.

(a) Except as stated in subsection (b), the' nght to enforce the obhgatlon ofa paﬂy to pay
an instrumeént is subject to the followmg _

(1) adefense of the obhgor based on (i) 1nfancy of the obligor to the extent it isa defense
to a simple contract, (ii) duress, lack of legal capacity, or illegality of the transaction which,
under other law, nullifies the obligation of the obligor, (iii) fraud that induced the obligor to
sign the instrument with neither knowledge nor reasonable opportunity to léarn of its charac-
ter or its essential terms, or (iv) discharge of the obligor in insolvency proceedings;

(2) a defense of the obligor stated in another section of this article or a defense of the
obligor that would be available if the person entitled to enforce the instrument were enforc-
ing a right to payment under a simple contract; and

(3) a claim in recoupment of the obligor against the original payee of the instrument if.
the claim arose from the transaction that gave rise to the instrument; but the claim of the obli-
gor may be asserted against a transferee of the instrument only to reduce the amount owing
on the instrument at the time the action is brought.

(b) The right of .a holder in due course to enforce the obhgatlon of a party to pay the
instrument is subject to defenses of the obligor stated in subsection.(a)(1), but is not subject to
defenses of the obligor stated in subsection (a)(2) or claims in recoupment stated in subsec-
tion (a)(3) against a person other than the holder.

(c) Except as stated in subsection (d), in an action to enforce the obhgauon ofa party to
pay-the instrument, the obligor may not assert against the person entitled to enforce the
instrument a defense, claim in recoupment or claim to the instrument (section 336.3-306) of
another person, but the other person’s claim to the instrument may be asserted by the obligor
if the other person is joined in the action and personally asserts the claim against the person
entitled to enforce the instrument. An obhgor is not obliged to pay the instrumient if the per-
son seeking enforcement of the instrument does not have rights of a holderin due course and
the obligor proves that the instrument is a lost or, stolen instrument., -

(d) In an action to enforce the obligation of an accommodation party to pay an mstru-
ment, the accommodation party may assert against the person entitled to enforce the instru-
ment any defense or claim in recoupment under subsection (a) that the accommodated party
could assert against the person entitled to enforce the instrument, excépt the defenses of dis-
charge in insolvency proceedings, infancy, and lack of legal capac1ty

History: 1992c565s33 o R

RV

336.3-306 MS 1990 [Repealed 1992 c 565 ] 114]
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336.3-306 CLAIMS TO AN INSTRUMENT.

A person taking an instrument, other than a person having rights of a holder in due
course, is subject to a claim of a property or possessory right in the instrument or its proceeds,
“including a claim to rescind a negotiation and to recover-the instrument or its proceeds: A
person having rights of a holder in due course takes free of the clalm to the instrument. .

History: 1992 ¢ 565 s 34 :

336.3—307 MS 1990 [Repealed, 1992 c 565 s 114] - '

336.3-307 NOTICE OF BREACH OF FIDUCIARY DUTY.

(a) In this section:

¢} “FldUClary” means an agent, trustee, partner corporate officer or director, or other
representative owing a ﬁduc1ary duty with  respect to an instrument.

(2) “Represented person” means the pnnc1pa1 beneﬁc1ary partnershlp, corporatlon or
other person to whom the duty stated in paragraph (1) is owed.

(b)Y If (1) an instrument is taken from a fiduciary for payment or collectron or for value,
(ii) the taker has knowledge of the fiduciary status of the fiduciary, and (iii) the represented
person makes a claim to the instrument or its proceeds on the basis that the transaction of the
fiduciary is a breach of fiduciary duty, the following rules apply _

(1) Notice of breach of ﬁducrary duty by the ﬁducrary isnoticeof the claJm of the repre-
sented person.

- (2) In the case of'an 1nstrument payable to the represented person or the fiduciary as
such, the taker has notice of the breach of fiduciary dutyif the instrument is (i) taken in pay-
ment of or as security for a debt known by the taker t6 be the personaldebt of the fiduciary, (ii)
taken in a transaction known by the taker to be for the personal benefit of the fiduciary, or (iii)
deposited to an account other than an account oﬁ the ﬁducrary as such or an account of the
represented person. - EERY G

(3) If an instrument is 1ssued by the represented person or the ﬁdumary as such and
made payable to the fiduciary personally, the taker.does not have notice of the breach of fidu-
ciary duty unless the taker knows of the breach of fiduciary duty.

(4) If an instrument i$ issued by the represented person or the ﬁducrary as such, to the
taker as payee, the taker has notice of the breach of fiduciary duty if the instrument is (i) taken
inpayment of or as security for a debt known by the taker to be the personal debt of the fidu-
ciary, (ii) taken in a transaction known by the taker to be for the personal benefit of the fidu-
ciary, or (iii) deposited to an account other than an account of the fiduciary, as such, or an
account of the represented person. - .

History: 1992 ¢ 565 s 35

336.3-308 PROOF OF SIGNATURES AND STATUS AS HOLDER IN DUE
COURSE.

(a) Inan action with respect toan mstrument the authenticity Of and authority to make
each signature on the instrument is admittéd unless specifically denied in the pleadings. If the
validity of a signature is denied in the pleadlngs the burden of estabhshmg validity is on the
person claJmmg validity, but the srgnature is presumed to be authentic and authorized unless
the action is to enforce the habrhty of the purported: signer and the signer is dead or incompe-
tent at the time of trial of the issue of validity of the signature. If an action to enforce the
instrument is brought against a person‘as the undisclosed principal of aperson who signed the
instrument as a party to the instrument, the plaintiff has the burden ‘of establishing that the
defendant is liable on the instrument as a represénted person under section-336. 3-402(a).

(b) If the validity of signatures is admitted or proved and there'is compliance with sub-
section (a), a plaintiff producing the instrument is entitled to payment if the plaintiff proves
entitlement to enforce the instrument under section 336.3-301, unless the defendant proves a
defense or claim in recoupment. If a defense or claim in recoupment is proved, the right to
payment of the plaintiff is subject to the defense or claim, except to the extent the plaintiff
proves that the plaintiff has nghts of a holder in. due course which are not sub_]ect to the de-
fense or.claim. . Lo .

History: 1992 ¢ 565 5 36
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336.3-309 ENFORCEMENT OF LOST DESTROYED OR STOLEN INSTRU-
MENT

< (a)A person not in possessron of an instrument is entltled to enforcc the instrumentif (i)
the person was in possession of the instrumént and entitled to enforce it when loss of posses-
sion occurred, (ii) the loss of possession was not the result of a transfer by the person or a
lawful seizure, and (iii) the person cannot reasonably obtain possession of the instrument be-
cause the instrument was destroyed, its whereabouts cannot be determined, or it is in the
wrongful posscssron of an unknown person ora person that cannot be found or is not amena-
ble to service of process. i R ;

(b) A person seeking enforcement of an mstmment under subsectlon (a) must prove the
terms of the instrument and the person’s right to enforce the instrument. If that proof is made,
section 336.3—-308 applies to the case as if the person seeking enforcement had produced the
instrument. The court may not enter judgment in favor of the person seeking enforcement
unless it finds that the person required to pay the instrument is adequately protcctcd against
loss that might occur by reason of a claim by another person to enforce the instrument. Ade-
quate protectron may be provided by any reasonable means.

History: 1992 c565s 37 -

336.3-310 EFFECT OF INSTRUMENT ON OBLIGATION FOR WHICH TAKEN

(a) Unless otherwise agreed, if a certified check, cashier’s check, or teller’s check is tak-
en for an obligation, the obligation is discharged to the same extent discharge would result if
an amount of money equal to the amount of the instrument were taken in payment of the ob-
ligation. Discharge of thé obligation does not affect any hablhty that the obligor may have as
an endorser of the instrument: . .

(b) Unless-otherwise agreed and except as provrded in subsectlon (a), if a note or an un-
certified check is taken for an obligation, the obligation is suspended to the same extent the
obligation would be discharged if an amount of money equa.l to the amount of the instrument
were taken, and the following rules apply: _

(1) In the case of an uncertified check, suspension *of the‘obhgatlon continues until dis-
honor of the check or untilit is paid or certified. Payment or certification of the check results
in discharge of the obligation to the extent of the amount of the check.

(2) In the ¢case of a note, suspension of the obligation continues until dishonor of the note
or until itis paid. Payment of the note results in dlscharge of the obhgatlon to the extent of the
payment.

(3) Except as provided in paragraph (4), if the check or note is dishonored and the obli-
gee of the obligation for which the instrument was taken is the person entitled to enforce the
instrument, the obligee may enforce either the instrument or the obligation. In the case of an
instrument of a third person which is negotiated to the obligee by the obligor, dlschargc ofthe
obligor on the instrument also discharges the obhgatlon

. (4) If the person entitled to enforce the instrument taken for an obligation i isa person
other than the obligee, the obligee may not enforce the obligation to the extent the obligation
is suspended If the obligee is the person entitled to enforce the instrument but no longer has
possession of it because it was lost, stolen, or destroyed, the obligation may not be enforced
to the extent of the amount payable on the instrument, and to that extent the obligee’s rights
agamst the obligor are limited to enforcement of the instrument. '

(c) If an instrument other than one described in subsection (a) or (b) is taken for an ob-
ligation, the effect s (i) that stated in subsection (a) if the instrument is one on which a bank is
liable as maker or acceptor, or (ii) that stated in subsection (b) in any other case.

History: 1992 ¢ 565's 38

336.3-311 ACCORD AND SATISFACTION BY USE OF INSTRUMENT

(a) If a person against whom a claim is asserted proves that (i) that | person‘in good faith
tendered an instrument to the claimant as full satisfaction of the claim, (ii) the amount of the
claim was unliquidated or subject to a bona fide dispute, and (iii) the claimant obtamed pay-
ment of the instrument, the following subsections apply. ]
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“":(b) Unless'subsection (c)applies, the claimis discharged if the person:against whom the
claim is asserted proves that the instrument or an accompanying written communication con-
tained a consplcuous statement tothe effect that the 1nstrument was tendered as full satlsfac-
tlonofthe claim:. e IR e S

*(¢) Subject tor subsectlon (d), a cla1m 1s not d1SCharged under subsectron (b) if e1ther of

the following applies: " :
(1) The claimant, 1f an orgamzatlon provés: that (i) within a reasonable time before the
tendef, the claimant sent a consplcuous statement to"the person against whoni the claim is
- assetted that communications-concerning disputed-debts, including an instrument tendered

| ~ as‘full satisfaction of a debt; are to be sent'to a designated person, office, or place; and (ii) the

instrument or accompanymg commumcatlon was not recelved by that des1gnated person of-
ﬁce ‘or place.- :

- (2) The'claimant, whether Or not an organlzatlon proves that within 90 days after pay-
ment of the instruineiit, thé claimant tendered repayment of the amount of the instrument to
the person agamst whom the claim is asserted. This paragraph does not apply if the cla1mant
is an organization that sent a statement complying with paragraph (1)(). -

(d) A claim is discharged if the person against whom the claim is asserted proves that
within a reasonable time before collection-of the instrument was initiated, the claimant, oran .
agent of the claimant having direct responsrblhty with respect to the dlsputed obhgatron
knew that the instrument was tendered in full satisfaction of the claim. « i

History: 1992 ¢ 565539 .

336.3-312 LOST, DESTROYED, OR STOLEN CASHIER’S CHECK TELLER’S ‘
CHECK, OR CERTIFIED CHECK

(2) In this section:
¢ “Check” fneans a cash1er s check teller’s check, or certlﬁed check.

) “Claimant” meansa person  who clalms the nght to I'CCCIVC the amount of a cashler $
check, teller’s check, or certified check that was lost, destroyed, or stolen.

(3) “Declaration of loss™ means a written statement, made under penalty of per]ury, to
the effect that (i) the declarer lost possession of a ¢heck, (ii) the declarér is the drawer'or
payee of the check, in the case of a certified check, or the remitter or payee of the check, in the
case of a cashier’s check or teller’s check (iii) the loss of possession was not the result of a

_transfer by the declarer or- a'Tawful seizure, and (iv) the declarer cannot reasonably obtain
possession of the check because the check was destroyed, its whereabouts cannot be déter-
mined, or it is'in the wrongful possession-of an unknown person ora person that carmot be
found’ oris not amenable to service of | process i ‘

(4) “Obhgated bank” means the i 1ssuer of a cashler s check or teller s check orthe: accep-
tor of a certified check. ’

(b) A clalmant may assert a cla1m to the amount ofa check bya commumcatlon to the
obhgated bank descnbmg the check wrth reasonable certamty and requesting payment of the

-tér or payee of a- cashler s check o teller’s chéék:'(ii) the Commiunication contains or is ac-
compamed by adeclaration of loss of the claimant with respect to the check, (iii) the commu-
nication is received at a time @nd in a manner affording the bank-a reasonable time to act on it
béfore the check is paid, and (iv) the claimant provides reasonablé-identification if requested-
by the obligated bank. Delivery of a declaration of loss'is a'warranty of the truth of the state-
ments made in the declaration. If a claJm is assened in comphance w1th tlns subsectlon the
followmg rules apply: i .

(1) The claim becomes enforceable at the’ later of (1) the time the élaimis asserted or(ii)

' the 90th day following the date of the check, in the case of acashier’s check or teller’s check
or the‘90th day following the date of the acceptance, in the case of a certified check.-

(2) Untll the clalm becomes enforceable, it has no legal effect and the obhgated bank’
miistpay the check or, in the case of a teller’s éhieck, may permit the drawee to pay the check.
Payment to aperson entitled to enforce the check discharges all hab1hty of the obli gated bank
with respect to the check.
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(3) If the claim become’s enforceable before the check is presented for payment the ob-
lrgatcd bank is not obliged to pay the check. :

(4) When the claim becomes enforceable, the obllgated bank becomes obliged to pay
the amount of the check to the claimant if payment of the check has notbeen made to‘a person
entitled to enforce the check. Subject to section 336.4—-302(a)(1), payment to the clalmant
discharges all liability of the obligated bank with respect to the check.

(c) If the obligated- bank pays, the amount of a check to a claimant under subsectlon
(b)(4) and the check is presented for payment by a person having rights of a holder in due
course, the claimant is obliged to (i) refund the payment to the obligated bank if the checkis
paid, or (ii) pay the amount of the check to the person having nghts of aholder in due course if
the check is dishonored. R

(d) If a claimant has the right to assert aclaim under subsection (b)andi is also a person .
entitled to enforce a cashier’s check, teller’s check, or.certified check which is lost, de-
stroyed, or stolen, the claimant may assert nghts with respect to thc check either under this
section or section 336.3-309. ; r :

I-Ilstory 1992 ¢ 565 540

Part 4 o
“ LIABILITY OF PARTIES

336 3—401 MS 1990 [chealed 1992 ¢ 565 s 114]

* 336.3-401 SIGNATURE.
(a) A person; is not liable on an instrument unless (i) the person signed the instrument, or
(i1) the person is represented by an agent or representative who signed- the instrument and the.
signature is binding on the represented person under section 336.3—402. '
(b) A signature may be made (i) manually or by means of a device or machine, and (ii)
by the use of any name, including a trade or assumed name, or by'a word, mark, or symbol
eéxeclited or adopted by a person w1th present mtentron to authenncate a wntlng

Hlstory 1992 ¢ 565 s 41 )
336 3402 MS 1990 [Repealed 1992 c 565 $ 114]

336 3-402 SIGNATURE BY REPRESENTATIVE ,

(a) If a-person acting, or purporting to act, as a represcntatrve signs an instrument by.
srgnmg either the name of the represented person or the name, of the signer, the represented ’
person is bound by the signature to the same extent the  represented person would be bound if -
the signature were on a simple contract. If the reprcscnted person is bound, the signature of
the rcprescntatlvc is the “authorized signature of the represented person”, »and the represented
person is liable on the instrument, whether or not identified in the instrumerit. '

» (b) If a representative signs the name of the representative to an insfrument and thc s1g-
nature is an authorized signature of the reprcscntcd person, the followmg rules apply

(1) If the form of the signature shows unambrguously that the signature is made on be—
half of the represented person who is identified in the 1nstrument the rcprescntanve is not
liable on the instrument. . n '

(2) Subject to subscctron (©), if a) the form of the srgnaturc does not show unamblgu-
ously that the signature is.made in a representative capacity or (ii) the represented person is.
not identified in the instrument, the representative is liable on the instrument to a holder in
due course that took the instrument withoutnotice that the representative was not intended to
be liable on the instrument. With respect to any other person, the representative is liable on
the instrument unless the representative proves that the original parties did not intend the rep-
resentative to be liable on the instrument..

(c) If a representative signs the name of the represcntatrve as drawcr ofa check w1thout
indication of the representative status and the check is payable from an account of the rcpre-
sented person who is identified on the check, the signer is not liable on the check 1f thc srgna-
ture is an authorized srgnature of the represented person o s

History: 1992 ¢ 565 s 42 ‘ o
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: 336 3—403 MS 1990 [Repealed 1992 C. 565 s 114]

33e. 3—403 UNAUTHORIZED SIGNATURE
1neffect1ve except as thet s gnature of the unauthonzed signerin favor of a person whoin good
faith pays 'the instrument or takes it for value An unauthorlzed s1gnature may be ratlﬁed for
all purposes ‘of th13 artrcle : A
. (b)Ifthe 51gnatur of moré than ori¢  person 1s requlred to’ constltute the authonzed s1g—
o nature ‘of an orgamzatron the signature of the organlzatlon 1s dnauthorrzed 1f one of the’ re-

: qulred signatures is lacking. . N
' '(c) Thecivil or cnmmal liability of lerson 'who makes an unauthonzed s1gnature isnot
affected by any prov1s1on  of this artlcle Ad 'ch makes the unauthonzed s1gnature effectlve for
the purposes of this article. . , : |

7 History: 1992565543, . . | .. ¢ e
336 3404 MS 1990 [Repealed, 1992 ¢ 565 s 114] DRI TS S ekt

336 3—404 IMPOSTORS FICTITIOUS PAYEES ‘ ,
“(a)If an 1mpostor by use ofthe mails or otherwme 1nduces the'i 1ssuer of an 1nstrument to .
. issue the instrument to the impostor, or to a person acting in concert with the unpostor by

impersonating t the payee of the instrument or a person authorlzed to act for the i payee, an en-
dorsement of the instrument by any person in the name of the payee is effectlve as ‘the en-,
dorsement of the payee in favor ofa person who, in good falth pays ‘the 1nstrument or takes it
for value or for collection.

(b) If (i) a person whose intent determmes to whom an mstrument 1s payable (sectlon

336.3-110(a) or (b)) does not intend the person 1dent1ﬁed as payee to haveany interest in the
instrument, or (ii) the person identified as payee of an instrument is a fictitious person, the
following rules apply .until the instrument is- negotiated by spec1al endorsement L

(1) Any person in possession of the instrument is its holder: . .- . e

(2) An endorsement by.any person in the name of the payee stated in the mstrument is
effective as the endorsement of the payee in favor of a person’ who, in good fa1th .pays the
instrument or takes it for value.or for collection: - .

(c) Under subsection (a) or (b), an endorsementis made in the naine: of a payee if (1) itis
made in aname substantially similar to that of the payee or (n) the instrument, whether or not
endorsed, is deposited in-a depos1tary bank to' an account ina name substantrally s1nular to»
that of the payee.. e @ ovim vps SO

(d) With respect to an mstrument to Wl’llCh subsectron (a) or (b) apphes 1f a person pay—’ :
ing the instrument or taking it for value or for collection fails to exercise ordinary care in’
paying or taking the instrument-and ‘that’ failure substantially contributes to loss: resulting
from payment of the instrument; the. pefson bearing the loss: may recover from the person-
failing to exercise ordmary care to the: extent the failure to exercise ordinary care contnbuted
to the loss. . W ;

History: 1992¢ 565544 = .. | e
336.3-405 MS 1990 [Repealed, 1992c565s 114] A

336.3-405 EMPLOYER’S RESPONSIBILITY FOR FRAUDULENT ENDORSE-
MENT BY EMPLOYEE. Che g Lo S . L

(a) In this section: .- JETRN oo T ‘

(1) “Employee™ includes.an 1ndependent contractor and employee of an: 1ndependent
contractor rétained by-the employer.::

. (2) “Fraudulént endorsement” ieans (i) in the case of an 1nstrument payable to the: emm:
ployer, a forged endorsement purporting to be that of the employer, or (ii) in the case of an
instrument with respectto whichthe employeristhe i issuer, a forged endorsement purportmg )
to be that of the pérson 1dent1ﬁed as payee. R "
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*(3) “Responsibility” with respect to instruments. means authority (i)'to sign o endorse
instruments on behalf of the employer, (ii) to process instruments received by the employer
for bookkeeping purposes, for deposn to an-account, or for. other disposition, (iii) to prepare
Or process. instruments for issue in the name of the employer, (iv) to supply information deter-
mining the names or, addresses, of payees ofi mstruments to be 1ssued in the. name ‘of the em-
ployer, (v) to control.the dlsposmon of i mstruments tobe issued in the name, of the employer
or (vi) to act otherwise with respectto instrumentsina responsible capaclty “Respons1b1hty
does not include authorrty that merely allows an employee to have access to instruments or
blank or 1ncomplete 1nstrument forms that are bemg stored or transported or are part of in,
cormng or outgoing mail, or similar access.

(b) For the purpose of determining the rights and 11ab111t1es of a person who in good
faith, pays.an instrument or takes it for value or for collect1on if an'employer entrusted an
employee with responsibility with respect to the instriment and the employee or a peison
acting in concert with the employee makes a fraudulent endorsement of the instrumient; the
endorsement is effective as the endorsement of the person to whom the instrument is payable
if it is made in the name of that person. If the person, paylng the instrument or taking it for
value or for collection fails to exercise ordinary care in paying or takrng the instrument and
that failure substantially contributes to loss resulting from the fraud, the person bearing the
" loss may recover from the person failing to exercise ord1nary care to the extent the fa.llure to
exercise ordlnary caré contnbuted to the'loss. ~

(c) Under' subsectron (b) an endorsement is made iri the name of the person to whorh an
instriment is payable if (Ditis made inaname substantra]ly srrmlar to the name of that person
or (ii) the instrument, whether ornotendorsed, is depos1ted ina depos1tary bank toan account
in.a name substantrally similar to'the name of that person.”

History: 1992.c 565.5.45 . -
336.3—406 MS 1990 [Repealed 1992 c 565 $ 114]

33e6. 3—406 NEGLIGENCE CONTRIBUTING TO FORGED SIGNATURE OR AL-
TERATION OF INSTRUMENT. e
* (a)y Aperson whose failure toexercise ordmary care substantrally contnbutes to an alter-

ation of an‘instruinent or'to the making of a forged signature onan instrument is precluded
from asserting the alteration or the forgery- agamst a person who;in good faith, pays the:
instrument or takes it for value or for collection. , s

(b) Under subsectiofi(a), if the person asserting the prec1u51on farls toexercise ordrnary
c¢are in paying or taking the instrument and that failure substantially contributes to loss, the
loss is allocated between the person precluded and the person asserting the preclusion ac-'
cording to the extent to whlclnthe failure of each to.exercise ordrnary care contnbuted to the
loss SRR ey : SR

.(¢) Under subsectron (a), the burden of provmg‘farlure toexercise ord1nary careison the
person -asserting the preclusioni: Under subsection- (b), the burden of provmg fa1lure to exer-
cise ordinary care is on'the person precludéd. ":v: i Covn i :

History: 1992 ¢ 565 s 46 ‘
336.3-407 MS 1990 [Repealed, 1992¢ 5655 114] -

336 3-407 ALTERATION. .
(a) “Alteration” mieans (1) an ‘unauthorized change in an iristrument that purports to-
modlfy in any respect the obligation of a party or (ii) an unauthorized addition of words-or
¢ numbers or other change to an incomplete instrument relating to the obligation of a party.
;" (b):Except as'provided in subsection (c),’an alteration. fraudulently made discharges a
party whose obligation is affected by the alteration unless that party assents.or is precluded
- from assetting the alteration. No other alteration dlscharges a, party .and the 1nstrument may
be enforced according to its original terms. | - )
.:(c) A payor bank or drawee paying a fraudulently altered mstrument ora person takrng it:
for value, in good faith and without notice of the alteration; may enforce rights with respectto..
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the instrument (i) according to its original terms, or (ii) in the case of an incompléte instru-
ment altered by unauthorized completion, accordmg to 1ts terms as completed

History: 1992 ¢ 565 s 47 .
336.3-408 MS 1990 [Repealed, 1992 ¢ 565 s 114] '

336.3-408 DRAWEE NOT LIABLE ON UNACCEPTED DRAFT. . .

A check or other draft does not of itself operate as an assignment of funds in the hands of
the drawee available for its payment and the drawee isnot 11ab1e on the instrument until the
drawee accepts it. .

History: 1992 ¢ 565 5 48
336.3-409 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3-409 ACCEPTANCE OF DRAFT; CERTIFIED CHECK.

(a) “Acceptance” means the drawee’s signed agreement to pay a draft as presented. It
must be written on the draft and may consist of the drawee’s signature alone. Acceptance
may be made at any time and becomes effective when notification pursuant to instructions is
given or the accepted draft is delivered for the purpose of giving nghts on the acceptance to
any person.

(b) A draft may be accepted although it has not been signed by the drawer, is otherw1se
incomplete, is overdue, or has been dishonored.

(c) If a draftis payable at a fixed period after sight and the acceptor fails to date the ac-
ceptance, the holder may complete the acceptance by supplying a date in good faith.

(d) “Certified check” means a check accepted by the bank on which it is drawn. Accep-
tance may be made as stated-in-subsection (a) or by a writing on the check which indicates
that the check is certified. The drawee of a check has no obligation to cert1fy the check, and
refusal to certify is not dishonor of the check, .

- History: 1992 ¢ 565 s 49
336. 3410 MS 1990 [Repealed 1992 ¢'565 s 114]

336.3410 ACCEPTANCE VARYING DRAFT.

(a) If the terms of a drawee’s acceptance vary from the terms of the draft as presented,
the holder may refuse the acceptance and treat the draft as dishonored. In that case, the dra-
wee may cancel the acceptance. '

(b) The terms of a draft are not varied by an-acceptance to pay at a particular-bank or
place in the United States, unless the acceptance states that the draft is to be paid only at that
bank or place.

(c) If the holder assents to an acceptance varying the terms of a draft, the obligation of
each drawer and endorser, that does not expressly assent to. the acceptance is dlscharged

. History: 1992 ¢ 565 s 50
336.3-411 MS 1990 [Repealed, 1992 ¢ 565 s°114] -

336.3411' REFUSAL TO PAY CASHIER’S CI-IECKS, TELLER’S CHECKS AND
. CERTIFIED CHECKS.

© (a)Inthis section, “obligated bank” means the acceptor ofa certlﬁed check or. the issuer
of ‘a cashier’s check or teller’s check bought from the issuer. == -

(b) If the obligated bank wrongfully (i) refuses-to pay a cashier’s check or certlﬁed
check, (ii) stops payment of a teller’s check, or (iii) refuses to pay a dishonored teller’s check,
the person asserting the right to enforce the check is entitled to compensation for expenses
and loss of interest resulting from the nonpayment and may recover consequential damages
if the obligated bank refuses to pay after rece1v1ng notice of partlcular cxrcumstances glvmg
rise to the damages. .

(c) Expenses or consequentlal damages under subsectlon (b) are not recoverable if the
refusal of the obligated bank to'pay occurs because (i) the bank suspends payments; (ii) the
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obligated bank asserts:a claim or defense of the bank that it has reasonable grounds to believe
is available against the person entitled to enforce the instrument, (iii) the obligated bank has a
reasonable doubt whether the person demanding payment is the person entitled to enforce the
instrument, or (iv) payment is prohibited by law.

History: 1992 ¢ 565 s 51
336.3-412 MS 1990 [Repealed 1992 c 565 s 114]

336 3—412 OBLIGATION OF ISSUER OF NOTE OR CASHIER’S .CHECK.

The issuer of a note or cashier’s check or other draft drawn on the drawer is obliged to
pay the instrument (i) according to its terms at the time it was issued or, if not issued, at the
time it first came into possession of a holder, or (ii) if the issuer signed an incomplete instru-
ment, according to its terms when completed, to the extent stated in sections 336.3-115 and
336.3-407. The obligation is owed to a person entitled to enforce the i instrument or to.an en-
dorser who paid the instrument under section 336.3—415.

History: 1992 ¢ 565 s 52
336.3-413 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3413 OBLIGATION OF ACCEPTOR.

(a) The acceptor of a draft is obliged topay the draft (i) according to its terms at the time
it was accepted, even though the acceptance states that the draft is payable “as originally
drawn” or equivalent térms, (11) 1f the acceptance varies the terms of the draft accordmg to
instrument, according to its tenns when completed, tothe extent stated in sections 336.3-115
and 336.3—407. The obligation is owed to a person entitled to enforce the draft or to the draw-
er or an endorser who paid the draft under section 336.3—414 or 336.3—415. ~

(b) If the certification of a check or other acceptance of a draft states the amount certi-
fiéd or accepted, the obligation of the acceptor is that amount. If (i) the certification or:accep-
tance does not state an amount, (ii) the amount of the instrument is subsequently raised, and
(111) the instrument is then negotiated to a holder in due course, the obhgatlon of the acceptor
is the amount of the instrument at the time it was taken by the holder in due course.

-History: 1992 ¢ 565 s 53 , ..
336.3-414 MS'1990 [Repealed, 1992 ¢ 565 s 114]

336 3-414 OBLIGATION OF DRAWER. ‘

" (a) This section does not apply to cashier’s checks or other drafts drawn on the drawer.

(b) If an unaccepted draft is dishonored, the drawer is obliged to pay the draft (i) accord-
1ng to its terms at the time it was issued or, if not issued, at the time it first came into posses-
_ sion of a holder, or (ii) if the drawer signed an incomplete instrument, according to its terms

when completed, to the extent stated in sections 336.3—115 and 336.3—407. The obligation is
owed to a person entitled to enforce the draft or to an endorser who paid the draft under sec-
tion 336.3-415.

:(c) If a draft is accepted by 'a’bank, the drawer is discharged, regardless of when or by
whom acceptance was obtained.

{(d) If a draft is accepted and the acceptor is not a bank, the obligation of the drawer to
pay the draft if the draft is dishonored by the acceptor is the same as the obhgatlon of anen-
dorser under section 336.3—415(a) and (c).

«(e) If a draft states that it is drawn “without recourse” or otherwise dlsclarms liability of
the drawer to pay the draft, the drawer is not liable under subsection (b) to pay the draft if the
draftis not a check. A disclaimer of the liability stated in subsection (b) is not effectwe ifthe
draft is a check::: .

®If)a check isnot presented for payment or given to a depositary bank for collectron
within 30 days after its date, (ii) the drawee suspends payments after expiration of the 30—day
period without paying the check, and (iii) because of the suspension of payments, the drawer
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is deprived of funds maintained with the drawee to cover payment of the check; the drawer to
the extent deprived of funds may discharge its obligation to pay the check by assigning to the
person entitled to enforce the check the ri ghts of the drawer against the drawee w1th respect to
the funds. P .

History: 1992 ¢ 565 554
336. 3—415 MS 1990 [Repealed, 1992 c565s114] -

336. 3—415 OBLIGATION OF ENDORSER. ~

(a) Subject to subsections (b), (c), and (d) and to section 336.3-419(d), if an 1nstrument
is dishonored, an endorser is obliged to pay the amount due on the instrument (i) according to
the terms of the instrument at the time it was endorsed, or (ii) if the endorser endorsed an
incomplete instrument, according to its terms when completed, to the extent stated in sec-
tions 336.3-115 and 336.3-407. The obligation of the endorser is owed to a person entitled to
enforce the instrument or to a subsequent endorser who pald the instrument under this sec-
tion.

(b) If an endorsement states. that it is made “without recourse” or otherwise drsclmms
11ab111ty of the endorser, the endorser is not liable under subsection (a) to pay the instrument.

(c) If notice of dishonor of an instrument is required by section 336.3—-503 and notice of
dishonor complying with that section is not glven to an endorser, the 11ab1hty of the endorser
under subsection (a) is discharged.

i (d)If adraftis accepted by a bank. after an endorsement is made the hab111ty of the en-

dorser under subsection (a) is discharged. - . . . Lo

(e)Ifanendorserof a check is liable under. subsectlon (a) and the check is not presented
for payment, or given to a depositary bank for collection; within 30 days after the day-the
endorsement was made, the 11ab111ty of the-endorser under subsection (a) is discharged.

History: 1992 ¢ 565 5 55 - ©oer SR : . '

k 336 3-416 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336 3-416 TRANSFER WARRANTIES.. ; , .

(a) A person who transfers an instrument for consideration ‘warrants to the transferee
and, if the transfer is by endorsement, to any subsequent trarisferee that: .= -~ = o

(1) the warrantor is a person entitled to enforce the instrument; i

(2) all signatures on the instrument-are authenhc and authorlzed '

(3) the instrument has not been altered; ’

(4) the instrument is not subject to a defense or c1a1m in recoupment of any party whrch
can be asserted against the warrantor; and'

(5) the warrantor has no knowledge of any 1nsolvency proceeding commenced with ré-
spect to the maker or acceptor or, in the cise of an unaccepted draft, the drawer. ‘

b A person to whom the warranties under subsection (a) are made and who took the
instrument in good faith may recover from the warrantor as damages for breach of warranty
an amount equal to the loss suffered as a result of the breach, but not more than the amount of
the instrument plus expenses and loss of interest incurréd as a result of the breach.

(c) The warranties stated in subsection (a) cannot be disclaimed with respect to checks.
Unless notice of a claim for breach of warranty is given to the warrantor within 30 days after
the claimant has reason to know of the breach and the identity of the warrantor, the liability of
the warrantor under subsection (b) i is d1scharged to the extent of any loss caused by the delay
in giving notice of the claim.

(d) A cause of action for breach of warranty under this sectmn accrues when the claim-
ant has reason to know of the breach. - ‘

History: 1992 c 565 s 56
336 3—417 MS 1990 [Repealed, 1992 ¢ 565 s 114]
336 3417 PRESENTMENT WARRANTIES

(a) If an unaccepted draft is presentedto the drawee for payment or acceptance and the
drawee pays or accepts the draft, (i) the person obtaining-payment or acceptance, at the time
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of presentment, and (ii) a previous transferor of the draft, at the time of transfer, warrant to the
drawee making payment or accepting the draft in good faith that:

(1) the warrantor is, or was, at the time the warrantor transferred the draft aperson en-
titled to enforce the draft or authorized to obtain payment or acceptance of the draft on behalf
of a person entitled to enforce the draft;

(2) the draft has not been altered; and

(3) the warrantor has no knowledge that the signature of the drawer of the draft 1s unau-
thonzed

" «(b) A drawee making payment may recover from.any warrantor damages for breach of
warranty equal to the amount paid by the drawee less the amount the drawee received or is
entitled to receive from the drawer because of the payment. In addition, the drawee is entitled
to compensation for expenses and loss of interest resulting from the breach. The right of the
drawee to recover damages under this subsection is not affected by any failure of the' drawee
to exercise ordinary care in making payment. If the drawee accepts the draft, breach of war-
ranty is a defense to the obligation of the acceptor. If the acceptor makes payment with re-
spect to the draft, the acceptor is entitled to recover from any warrantor for breach of warran-
ty the amounts stated in this subsection. -

(c) If a drawee asserts a.claim for breach of warranty under subsection (a) based on an
unauthorized endorsement of the draft or an alteration of the draft, the warrantor may defend
by proving that the endorsement is effective under section 336.3-404 or 336.3-405 or the
-drawer is precluded under section 336.3—406 or. 336. 4—406 from assertmg against the dra-
wee the unauthorized endorsement or alteration.

(d) If (i) a dishonored draft is presented for payment to the drawer or an endorser or (ii)
any other instrument is presented for payment to-a party obliged to pay the instrument, and
(iii) payment is-received, the following rules apply: -.

(1) The person obtalmng payment and a prior transferor of the instrument warrant to the
person making payment in good faith that the warrantor is, or was, at the time the warrantor’
transferred the instrument, a person entitled to enforce the instrument or authorized to obtam
payment on behalf of a person entitled to enforce the instrument. ,

- (2) The person making payment may recover from any warrantor for breach of warranty
an amount equal to the amount paJd plus expenses and loss of interest resulting from the
breach.

(e) The warranties stated in subsectlons (a) and (d) cannot be disclaimed with respectto
checks. Unless notice of a claim for breach of warranty is given to the warrantor within 30
days after the claimant has reason to know of the breach and the identity of the warrantor, the
liability of the warrantor under subsection (b) or (d) is discharged to the extent of any loss
caused by the delay in giving notice of the claim.

(f) A cause of actron forbreach of warranty under this sectlon accrues when the clalmant
has reason to know of the breach.

Hlstory 1992 ¢-5655 57 .
336.3-418 MS 1990 [Repealed 1992 ¢ 565 ] 114]

336.3-418 PAYMENT OR ACCEPTANCE BY MISTAKE

(a) Except ds provided in subsection (c), if the drawee of a draft pays or accepts the draft
and thé drawee acted on the mistaken belief that (i) payment of the draft had not been stopped
pursuant to section 336:4-403 or (ii) the signature 'of the drawer of the draft was-authorized,
the drawee may recover the amount of the draft from the person to whom or for whose benefit
payment was made or, in the case of acceptance, may revoke the acceptance. Rights of the
drawee under this subsection are not affected by failure of the drawee to exercise ordinary
care in paying or accepting the draft.

(b) Except as prov1ded in subsection (c), if an instrument has been pa1d or accepted by
mistake and the case is not covered by subsection (a), the person paying or accepting may, to
the extent permitted by the law governing mistake and restitution, (i) recover the payment
from the person to whom or for whose beneﬁt payment was made or (ii) in the <case of accep-
tance, may revoke the acceptance. :
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~ (c) The remedies: prOV1ded by subsettion (a) or: (b) mdy not be asserted against a person
* who took the instrumentin good fdith and for value orwho'in' good faith changed position'in
reliance on:the payment or acceptance “This subsectlon does not limit remedres pr0v1ded by
section 336.3-417 or 336.4-407.

(d) Notwithstanding section 336.4-2135, if an instrument is paid or accepted by mrstake
and the payor or acceptor recovers payment or revokes acceptance under subsection (a) or
(b), the instrument is deemed not to have béeii paid or accepted and is treated as dishonored, ~
and the person from whom payment is recovered hiasrights as a person entitled to enforce the
dishonored instrument.

History: 1992 ¢ 565 5 58 Theowld TRl g e e e ey
336.3-419 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336 3—419 INSTRUMENTS SIGNED FOR ACCOMMODATION ‘

- @If an 1nstrument is 1ssued for value given for the beneﬁt of a party to the 1nstrument
(“accommodated party ”) and another party to the instrument (“accommodation party”) signs
the instrument for the purpose of incurring liability on the instrument without being a direct
benefic1ary of the 'value given for the instrument, the instrument is s1gned by the accom-
modation party “for accommodation.”

) (b) An accommodation’ party may s1gn the mstrument as maker, drawer acceptor or
endorser and, subject to subsectlon (d), is obliged t to pay the instrument in th:e capacny in
which the.accommodation party signs. The obligation of an accommodation party may he

: enforced notwithstanding any statute of frauds and whether or- not the accommodatlon party
receives consideration for the accommodation:

(c) A person signing an instrument is presumed to be an accommodatlon party and there '
is notice that the instrument is srgned for accommodatron if the’ s1gnature is an anomalous
endorsement orisaccompanied by words mdrcatmg tbat the si gner is actmg as surety of guar-
antor with respect to the obhgatlon of another party to the 1nstrument Except as provrded in
section 336.3-605, the obligation of an accommodation party t6'pay the instrument i$ not
affected by the. fact that the person enforcing the obligation had notice when the instriiment
was taken by that person that the accommodatton party s1gned the mstrument for accom-
modatlon . e

(d) if the srgnature of a party toan lnstrument is accompamed by words 1nd1cat1ng un-
of another party to'the instrument, the § s1gner is obhged to pay the amount ‘due on the iristru-
ment to a person entitled to enforce the instrument only if (i) execution of Judgment aga‘mst
the other party has been retiirned unsatisfied, (ii) the other party is msolvent orinaninsolven-
cy proceeding, (iii) the other party cannot be served with process;or (iv) i 1t 1s otherwrse appar— :
ent that payment cannot be obtained from the other party. »

(e) An accommodation party who pays the instrument is entitled to re1mbursement from
the accommodated party and is entitled to enforce the instrument agairnst the accommodated
party. An accommodated party who pays the instrument has no right of recourse agamst and
is not entitled to contribution from, an accommodatlon party ‘

o Hlstory 1992 c 565 $ 59

336.3-420 CONVERSION OF INSTRUMENT 3 :

@) The law apphcable to conversron of pers al property apphes to‘m‘struments JAn -
mstrument 1s s also converted if it is taken by trans ther than a negotratlon, from & person
not entltled to enforce the mstrument or a bank fhakes or obtains payment wrth respect to thé
instrument for 4 person not entltled to-eniforce the instriment or receive payment An action
for conversion of an instrumént may not be’ brorfght by (i) the issuer or acceptor of the instru-
ment or (ii) a payee or endorsee who did not receive delivery of the instrument e1ther d1rectly
or through delivery to an agent or a copayee.

(b) In an action under subsection (a), the measure of liability -is presumed 'to be the
amount; payable on the instriment, but recovery may not exceed the amount of the plarntrff s
interest in the 1nst1'ument( : SHERNE 4
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- -(c) A representative, other than a depositary bank, who has.in good faith dealt with an
instrument or its proceeds on behalf-of one who was not-the person entitled to.enforce the
.instrument is notliable in conversionto that personbeyond the amount of, any proceeds thatit
has not paid out.

. “History: 1992 ¢ 565 s 60

. Part5
DISHONOR

336.3-501 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336. 3—501 PRESENTMENT.

(a) “Presentment” means a demand made by or on behalf of a person ¢ entrtled to enforce
aninstrument (i) to pay the instrument made to the drawee or a party obliged to pay the instru-
ment or, in the case of a note or accepted draft payableata bank to’ the bank or (n) to accept a
draft made to the drawee. -

(B) The following rules are subject to article 4, agreement of the partles ‘and clearmg-
house rules and the like:

(1) Presentment may be made at the place of payment of the instrument and must be
made at the place of payment if the instrument is payable at a bank in the United States; may
be made by any commercrally reasonable means, mcludmg an oral, written, or electronic
communication; is effective when the demand for payment or acceptance is received by the

- person to whom presentment is made; and is effective if made to: any one of two or more mak-
. ers, acceptors, drawees, or other payors.

~(2) Upon demand of the person to whom presentment is made, the person making pre-
sefitment must (i) exhibit the mstrument (ii) give reasonable identification and, ‘if present-
ment is made on behalf of another person ‘reasonable evidence of authority to do so, and (iii)
signa rece1pt on the mstrument for any. payment madeor surrender the mstrument if full pay-
ment is made. ;

NG Wlthout drshonormg the 1nstrument the party to whom presentment is made may (1)
return the instrument for lack of a necessary endorsement, or (ii) refuse payment or accep-
tance for failure of the presentment to comply with the terms of the instrument, an agreement
of the pames or other apphcable law or rule.

(4) The party fo whom presentment is made may treat presentrnent as occurring on the
next business day after the day of presentment if the party.to whom presentment is made has
estabhshed a cutoff hour not earlier than.2:00 p.m. for the receipt and processing of instru-
ments presented for payment or acceptance and presentment is made after the cutoff hour.

History: 1992 ¢ 565 s 61
© 336.3-502 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3-502 DISHONOR.

(a) Dishonor of a note is govemed by the followmg rules: .

. (1)If the note is payable on demand, the note is dishonored if presentment is duly made

" - to the maker and the note is not paid on the day of presentment. , .

} (2) If the note is not payable on demand and is payable at or through a bank or the termsf
of the note requrre presentment the note is dishonored if presentment i§ duly made and the
note isnot paid on the day it becomes payable or the day of presentment, whichever is later.

(3) If the note is'not payable, on demand and paragraph (2) does not apply, the note is
drshonored if it is not paid on the day it becomes payable. . .

(b) Dishonor of an unaccepted draft other than a documentary draft is govemed by the
followrng rules:

(1) If-a check is duly presented for payment to the ‘payor bank otherwise than for im-
medrate payment over the counter, the check is dishonored if the payor bank makes timely
return’ of the check or sends timely notice of dishonor or nonpayment under section.
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) 336 4-301-0r 336 4—302 or becomes accountable ‘for the amount of the check under section
336 4-302: o ‘

e u@2)Ifa draft is' payable on. demand and paragraph (1) does not apply, the draft is drshon-
ored if presentment for’ payment 1s duly made to the drawee and the draft isnot paid on the day
of’] presentmient. e

o (3)If a'draft is payable ona date stated in'the draft the draftis d1shonored if (1) present-

ment for payment i§'diily made t6‘the drawee and payment is not made on the'day the draft
becomes payable orthe-day of presentment, whichever is later, or (ii) presentment foraccep-
tance is'duly made béfore the day the diaft becomes payable and the draft is not. accepted on

the day of presentment. .
" (4) If a'draft is payable on elapse of aperiodof time after s1ght or acceptance the draftis

' dlshonored if presentment for acceptance is duly made and the draft is not accepted on the
day of presentment’ - RS =

. (c) Dishonor of an unaccepted documentary draft occurs accordlng to the rules stated in
subsection (b)(2), (3), and (4), except that payment or. acceptance may be delayed without
dishonor until no later than the close of the third business day of the drawee followmg the day
on which payment or acceptance is required by those paragraphs. - . .

_(d) Dishonor of an accepted draft is govemed by the followrng rules :

(1) Ifthe draftis payable on demand, the draft is dishonored if presentment for payment

" is duly made to the acceptor and the draft is not paid.on the day of presentment. .

. (2) If the draft is not payable on demand, the draft is dishonored if presentment for pay-

" ment is duly made to the acceptor and payment is:not made on.the day it becomes payable or
the day of presentment, whlchever is later. .. .. |

‘ (e) In any case'in which presentment is 0therw1se requrred for dishonor under thrs sec-

-~ tion and presentment is excused under section 336.3-504, dishonor occurs w1thout present-

‘ ment if the instrument is not duly accepted or-paid. ... _
. (f) If a draft is dishonored because trmely acceptance of the draft was not ‘made and the
‘ person entitled to demand acceptance consents to a late acceptance from the timie of accep-
- tance the draft is treated as never haying, been drshonored - s

i, Hlstory 1992 ¢ 565 5 62
r 336 3—503 MS 1990 [Repealed 1992 c 565 s 114]

>.l

336.3-503 NOTICE OF DISHONOR. : L

(a) The obligation of an endorser stated in section 336. 3—415(a) and the obhgatmn of a
drawer stated in section336.3—414(d) may not be enforced unless (i) the endorser or drawer
is glven notice of dishonor of the instrument complying wrth tlus sectron or (11) n0t1ce of d1s- ,
honor is excused under section 336.3-504(b). ’

(b) Notice of dishonor may be given by any person; may be grven ‘by-any commerc1ally
reasonable means, including an oral, written, or electronic communication; and is:sufficient
if it reasonably identifies the instrument and indicates that the instrument has been drshon—
‘ored or has not been paid or accepted. Return ofan mstrument grven toa bank for collect10n is
sufficient notice of‘dishonor. :

(c) Subject to section 336.3-504(c), with respect to an mst.rument taken for collectron
by a collecting bank, notice of dishonor must be given (i).by the bank before midnight of the
next banking day following the banking day on which the bank receives notice of dishonor of
the instrument, or (ii) by any other person within.30 days followmg the day on which the
person receives notice of dishonor. With respect to any other instrament, notice of dishonor

' must be given within 30 days following the day on which drshonor occurs.

~¢History:.1992 ¢ 565 s»63 SE B e e e
336 3-504. MS 1990 [Repealed 1993°¢ 565 114] g '

336.3-504 EXCUSED PRESENTI\'IENT AND NOTICE OF DISHONOR

(a) Pre§éritmeént for paymient Of acceptancé of ah instrument is excused if (i) the person
. entitled to-present the instrument cannot with reasonable diligence make presentment, (ii)
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the maker or acceptor has repudiated an obhgatlon topaythe mstrument orisdead orin 1nsol- :
vency proceedings, (iii) by the terms of the instrument presentmeit is not necessary to.€n-
force the obligation of endorsers or the drawer, (iv) the drawer.or endorser whose obligation”
s bemg enforced has waived: jpresentment;or otherwise has no reason to-expect-or. right to
require that the instrument be paid or accepted, or (v) the drawer instructed the drawee not to
pay or.accept the draft or the drawee was.not obligated tg the drawer to pay the draft.

. (b) Notice of dishonor is excused if (i) by the terms of the 1nstrument notice of d1shonor ‘
is not necessary to enforce the obligation-of a party to pay the instrument, or (ii) the | party
whose: obhgatron is being enforced waived.notice of dishonor.-A. waiver. of presentment is
also a waiver of notice of dishonor. .

~(c) Delay in giving notice of dishonor is excused 1f the delay was caused by circum-
stances beyond the control of the person giving thenotice and the person glvmg the. not1ce
exercrsed reasonable diligence after the cause of the delay ceased to operate G

- History: 1992¢ 565564 -« 2L - N EUE S TRt
336 3-505 MS 1990 [Repealed 19920565 s 114] S el

33e. 3—505 'EVIDENCE OF DISHONOR Lo e T
(a) The following are‘admissible as evrdence and’ create a presumpt10n of drshonor and
of aniy notice of dishonor stated: N
(1) a document regular in form as prov1ded in subsectlon (b) Wthh purports tobeapro-
testy ‘ RS
3 (2) a purported stamp or wr1t1ng of the drawee pay6r bank or presentmg bank onor
accompanying the instrument stating that acceptance or payment has been refused unless
reasons for the refusal are stated and- the reasons are not consistent with dishonor;
" (3) a'book or record of the drawee,’ payor bank, or collecting bank; kept in thé usual -
course of business which shows dishonof, even if there is no evidence of who made the entty:
(b) A protéstis a certlﬁcate of dishonor made by a Unitéd:States consul or vice consul,
oranotary pubhc or other petson duthorized to administer oaths by the law of the place wheré
dishonor occurs. It may be made’i upon information satlsfactory to that person: The protést
must identify the instrument and certify either that presentment has been made or, if not
made, the reason why it was not made, and that the instrument has been dishonored by nonac;
ceptance or nonpayment. The protest may also céitify that notice of dishonor has been given
to some or all parties. B S TN U ‘ C o
_ History: 1992¢565.s65: . . . ... .. A
 336:3:506 [Repealed, 1992 ¢ 565 s 114] el e s
336.3-507 [Repealed, 1992 ¢ 5655 114~ 770 TeAn
336.3-508 [Repealed, 1992-¢: 565 s 114] R FE—
336 3—509 [Repealed 1992 c 565 s 114] SO
336.3-510 [Repealed, 1992 ¢ 5655 1141 ..~ . | ..
336 3—511 [Repealed 1992 c 565 ] 114]

Part 6

l«;;‘ . B R 2 Coe sy
ERRaN TS ' e ot

DISCHARGE AND PAYMENT

336. 3—601 MS 1990 [Repealed 1992 ¢ 565 s 114]

336.3-601 DISCHARGE AND EFFECT OF DISCHARGE :
(a) The obligation of a party to pay the instrument is discharged as stated in this: artlcle or
by an act or agreement with the party whrch would discharge an. obhgatzon to pay.money
under a simple contract. )
M) D1scharge of the obligation ‘of a party is'noteffective against a person acquiring
rights of a holder.in due course of the anstrument without notlce of the d1scharge

History: 1992565566 vl wi it

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

477 UNIFORM COMMERCIAL: CODE  -336.3-605

336. 3—602 MS 1990 [Repealed 1992 c 565 S. 114]

_336 3—602 PAYMENT

. (a) Subject to subsection (b),-an instrument is pa1d to the extent. payment is made (i) by
or on behalf of a party obliged to pay the instrument, and (i) toa person entitled to enforce the
instrument. To the extent of the payment, the obligation of the party.obliged to pay the instru-
ment is discharged even though payment is made with knowledge of a claim to the instru-
ment under section 336.3-306 by another person.

(b) The obligation of a party to pay the instrument is not drscharged under subsection (a)
if:

. Ma claim to the instrument under sectlon 336.3-306 is enforceable agamst the party
receiving payment and (i) payment is made with knowledge by the payor that payment is
th'Ohlblth by injunction or similar process of a court of competent jurisdiction, or (ii) in the
case of an instrument other than a cashier’s check teller’s check, or certified check, the party
making payment accepted, from the person havrng a claim to the instrument, indemnity
against loss resulting from refusal to pay the person entrtled to enforce the instrument; or

. (2) the person making payment knows, that.the instrument is a stolen instrument and
pays a person it knows is in wrongful possession of:the instrument.

- History: 1992 ¢ 565 s 67 L e o
336.3—603 MS 1990 [Repealed 1992 €565 114] P

336 3—603 TENDER OF PAYMENT

(a)Iftender of payment of an obligation to pay an mstrument is made to aperson entitled
to enforce the instrument, the éffect of tender is govemed by principles of law applrcable to
tender of payment under a simple contract.

(b) If tender of payment of an obligation to pay an instrument is made to a person en-
titled to enforce the instrument and the tender is refused, there is discharge, to the extent of
the amount of the tender, of the obligation of an endorser 6r accommodation party havmg a
nght of recourse with respect to the obligation to which the tender relates.

(c) If tender of payment of an amount due on an instrument is made to a person entltled
to enforce the instrument, the obligation of the oblrgor to pay interest after the due date on the
amount tendered is discharged. If presentment is required with respect to an instrument and
the obligor is able and ready to pay on the:due date at every place of payment stated in the
instrument, the obligor is deeméd to have made tender of payment on the due date to the per-

son entitled to enforce the ‘instrument.

History: 1992 ¢ 565 s 68
336.3-604 MS 1990 [Repealed 1992 ¢ 565 s 114]

336. 3—604 DISCHARGE BY CAN CELLATION OR RENUNCIATION
(a) A person entitled to enforce an instrument, with or without consideration, may d1s-

charge the obligation of a party to pay the instrument (i) by an intentional voluntary act, such
as surrender of the instrument to the party, destruction, mutilation, or cancellation of the
instrumenit, cancellation or strrkmg outofthe party s srgnature or the addition of words to the
instrument indicating drscharge or (ii) by agreemg not to sue or otherwrse renouncing rights
agamst the party by a signed writing.

"' (b) Cancellation or striking out of an endorsement pursuant to subsection (a) does not
affect the status and nghts of a party derived from the endorsement

Hlstory 1992 c 565 569
336.3-605 MS 1990 [Repealed, 1992 ¢ 565 s 114]

336.3-605 DISCHARGE OF ENDORSERS AND ACCOMMODATION PARTIES.
(a) In this section, the term “endorser” includes a drawer havmg the oblrgatron de-
- scribed in section 336. 3—414(d) , : : .
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(b) Discharge, under section 336.3-604, of the 6bligati0n 'of a party topay an instrument
does not discharge the obligation of an endorser or accommodatlon pany havmg a nght of
recourse against the discharged party. : .

(c) If a person entitled to enforce an instrument agrees; with or withouit consideration, to
an extension of the due date of the obligation of 4'party to pay the instrument; the extension
discharges an endorser or accommodation party having a right of recourse against the party
whose obligation is extended to the extent the endorser or accommodation party proves that
the extension caused loss to the endorser or accommodatlon party with respect to the right of
recourse. ‘ A

(d) If a person entitled to enforce an instrument agrees, with or without consideration, to
amaterial modification of the obligation of a pany other than an extension of the due date, the
modification discharges the obligation of an endorser or accommodation party having aright
of recourse againist the person whose obligation is modified to the extent the modification
causes loss to the endorser or accommodation party with respect to the right of recourse. The
loss suffered by the endorser or accommodation party as a result of the modification is equal
to the amount of the right of recourse unless the person enforcing the instrument proves that
no loss was caused by the modification or that the loss caused by the modlﬁcatlon was an
amount less than the amount of the fight of recourse:’ ,

(e) If the obligation of a party to pay an instrument is securéd by-an interest in ‘collateral
and a person entitled to enforce the instrument impairs the value.of the interest in collateral,
the obligation of an endorser or accommodation party having a right of recourse against the
obligor is discharged to the extent of the i 1mpa1rment The value of an interest in collateral is
impaired to the extent (i) the value of the interest is reduced to an amount less than the, amount
of the right of recourse of the party asserting discharge, or (ii) the reduction in value of the
interest causes an increase in the amount by which the amount of the nght of recourse ex-
ceeds the value of the interest. The burden of proving impairmient is on the party asserting
discharge.

(f) If the obligation of a party is secured by an interest in collateral not prov1ded by an
accommodation party and a person entitled to enforce the instrument impairs the value of the
interest in collateral, the obhganon of any party who is jointly and severally liable with re-
spect to the secured obligation is discharged to the extent the impairment causes the party
asserting discharge to pay more than that party would have been obliged to pay, taking into
account rights of contribution, if impairment | had not occurred. If the party asserting dis-
chargeis an accommodation party not entitled to discharge under subsection (e), the party is
deemed to have aright to contribution based on joint and several liability rather than aright to
reimbursement. The burden of proving impairment is on the party asserting discharge.

(g) Under subsection (e) or (f), impairing value of an interest in collateral includes (i)
failure to obtain or maintain perfection or recordation of the interest in collateral, (ii) release
of collateral without substitution of collateral of equal value, (iii) failure to perform a duty to
preserve the value of collateral owed, under article 9 or other law, to a debtor or surety or
other person secondanly hable or (1v) failure to comply with apphcable law in dlsposmg of
collateral.

(h) An accommodatlon party is not discharged under subsectlon (c), (d), or (e) unless
the | person entitled to enforce the instrumerit knows of the accommodatlon or has nonce un-
der section 336.3—419(c) that the instrument was signed for accommodation.

. (i) A party is not discharged under this section if (i) the party asserting dlscharge con-
sents to the event or conduct that is the basis of the discharge, or (ii) the instrument or a sepa-
rate agreement of the party provides for waiver of discharge under this section either specifi-
cally or by general language indicating that parties waive defenses based on suretyshlp or
impairment of collateral.

History: 1992 ¢ 565 s 70

336.3-606 [Repealed, 1992 ¢ 565 s 114]
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L. Part7 o o
ADVICE OF INTERNATIONAL
o SIGHT:DRAFT . r-

336.3-701 [Repealed, 1992 c 565 s 114]
L Part 8
MISCELLANEOUS

336.3-801 [Repealed, 1992 ¢ 565 s. 114]* _ {T:,, Cae L o
336.3-802 [Repealed; 1992 ¢ 565 s 114] - Y A
336.3-803 [Repealed, 1992 ¢ 565 5.114] R
336.3-804 [Repealed, 1992 ¢ 565 s 114] :

336. 3—805 [Repealed 1992 ¢ 565 s 114]

" Artlcle 4 y
BANK DEPOSITS AND COLLECTIONS

= Partl
GENERAL PROVISIONS AND DEFIN ITIONS

336. 4—101 SHORT TITLE : : ' ' :
This article may be cited as Umform Commermal Code Bank Deposlts and Collec-
tions. ¢

History: 1965 c 811 g 336 4—]01 ]992 c 565 S 72 B
336.4-102 APPLICABILITY : '

(a) To the extent that items within this artlcle are also within amCles 3 and 8, they are
subject to those artlcles If there is conﬂlct thls artlcle governs art1cle 3; but artlcle 8 governs
this article. - :

(b) The 11ab111ty ofa bank for action or nonactlon with respect to an item’ handled by it
for purposes of presentment, paymient, or colléction is governed by the 1aw of the place where
the bank is located. In the case of action-or nonaction by or at a branch or separate office of a
bank, its liability is govemed by the law of the place where the branch or separate ofﬁce is; '
located. ¢ ;- SN S

History: ]965 c 811 s 336 4—102 ]992 c 565 s 73

336.4-103 VARIATION BY AGREEMENT MEASURE OF DAMAGES ACTION
CONSTITUTING ORDINARY CARE.

(a) The effect of the provisions of this article may be varled by agreement but the partles
to the agreement cannot disclaim a bank’s responsibility forits lack of good faith or failure to
exercise ordinary care or limit the measure of damages for the lack or failure. However the
parties may determine by agreement the standards by which the bank’s resp0n51b111ty istobe
measured if those standards are not manifestly unreasonable: -

(b) Federal reserve regulations and operating circulars, clearinghouse rules, and the like
have the effect of agreements under subsection (a) whether ornot spemﬁcally assented to by
all parties interested in items handled. : y

(c) Action or nonaction approved by this. artlcle or pursuant to federal reserve regula—
tions or operating circulars is the exercise of ordinary care and, in the absence of special
instructions, action or nonaction consistent with clearmghouse rules and the like or with a
general banking usage not disapproved by this article, is pnma facie the exercise of ordinary
care.

(d) The specification or approval of certain procedires by this article is not d1sapproval
of other procedures that may be reasonable under the circumstances.
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(e) The measure of damages for failure to exercise ordinary care in handling an item is
the amount of the item reduced by an amount that could not have been realized by the exer-
cise of ordinary care. If there is also bad faith it includes any other damages the party suffered
as a proximate consequence.

History: 1965 ¢ 811 s 336.4-103; 1992 ¢ 5655 74

"336.4-104 DEFINITIONS AND INDEX OF DEFINITIONS.

(a) In this article, unless the context otherwise requires:

" (1) “Account” means any deposit or credit account with a bank, including a demand, '
time, savings, passbook, share draft, or hke account, other than an account evidenced by a
certificate of deposit;

(2) “Afternoon” means the period of a day between noon and midnight;

(3) “Banking day” means that part of any day, excluding Saturday, Sunday, and holi-
days, on which a bank is open to the public for carrying on substantially all of its banking
functions;

“) “Cleannghouse means an assocratron of banks or. other payors regularly clearing
items; :

(5) “Customer” means a person having an account w1th abank or for whom a bank has
agreed to collect items, including a bank that maintains an account at another bank;

(6) “Documentary draft” means a draft to be presented for acceptance or payment if spe-
cified documents, certificated securities (section 336.8—102) or instructions for uncertifi-
cated securities (section 336.8—102), or other certificates, statements, or the like are to be
_ received by the drawee or other payor before.acceptance or payment of the draft;

(7) “Draft” means a draft as defined in section 336.3-104 or an item, other than an-
instrument, that is an order; . .

(8) “Drawee” means a person ordered in a draft to make payment

(9) “Item” means an instrument or a promise or order to pay money handled by a bank
for collection or payment. The term does not mclude a payment order governed by article 4A
or a credit or debit card slip;

(10) “Midnight deadline” with respect toa bank is mldmght on its next banking day fol-
lowing the banking day on which it receives the relevant item or notice or from which the
time for taking actioncommences to run, whichever is later;,

' ~ (11) “Settle’; means to.pay in cash, by clearinghouse settlement, ina charge or credrt or
by remittance; or otherwise as'agreed. A settlement may be either provisional or final;

(12) “Suspends payments’ > withrespect to a bank means that it has been closed by order
of the supervisory authorities, thata publrc officer has been appointed to take it over, or that it
ceases or refuses to make payments in the ordmary course of business.

" (b) Other definitions applying to this article-and the sections 1n which they appear are:
“Agreement for electronic presentment,” sectlon 336 4-110
~ “Bank,” section 336.4-105 R
~_ “Collecting bank,” section 336.4-105 _ .
_ “Depositary bank,” section 336.4-105 L
“Intermediary bank,” section 336.4-105 C L
- “Payor, bank,” section-336.4-105.
“Presenting bank,” section 336.4105
“Presentment notice,” section 336.4-110
(c) The following definitions in other a.rtrcles apply to this artlcle
“Acceptance;” section 336.3-409 : a
“Alteration,” section 336.3—407
“Cashier’s check ”” section 336.3-104
“Certificate of deposit,” section 336.3-104 .
“Certified check,” section 336.3-409 .
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© “Check,” section 336.3—-104 B T T A S
*“Good faith,” section 336.3+103 - - e e
IS “‘Holder in due course;”. section 336 3—302
““Instrumient,” sectior336.3-104 "
~ “Notice of drshonor,” sectron 336. 3—503
’ “Order,” section 336, 3—103 '
" “Ordinary cate,” section 336:3-103"
“Person entitled to enforce,” section 336. 3—301
“Presentment,” section 336.3-501 )
“Promise,” section 336.3-103 AT T
“Prove,” section 336.3—103 : .
“Teller’s check,” section 336.3~104
7+ *“Unauthorized-signature,” section 336.3—403 - SR
. (d)In addition; arficle 1 contains general deﬁmtlons and prrncrples of constructron andf
mterpretatron applrcable throughout this article. ©

Hlstory 1965 c811s 336. 4—104 I978c 529s I 1992 c 565s 75 1993 c257s47 ,
I995c194art3s3 ) -

336.4-105 “BANK” “DEPOSITARY BANK” “INTERMEDIARY BANK” “COL-
LECTING BANK”} “PAYOR BANK”; "‘PRESENTING BANK” Lot

In‘this article: ™+ © 0t - A o S

(1) “Bank” means a person engaged in the busmess of bankrng, mcludrng a savmgs ‘
bank, savings association, credit union, or trust company. © .- »

(2) “Depositary bank™ means the first bank to take an item even though 1t is also the
payor bank, unless the item is presented for immediate payment over'the counter T

> (3) “Payor bank™ means a bank that is the drawee ‘of a-draft. -~ '« .- -

(4) “Intermedrary ‘bank”” means a bank to Wthh an 1tem is transferred in course ‘of’
collectlon except the deposuary of payor bank. .-’ i :

(5) “Collectmg bank” rneans a bank handlmg an 1tem for collectlon except the payor
bank ‘
. (6) “Presentmg bank means a bank presentmg an ifém except a payor bank.

' History: 1965 ¢ 811's 336. 4-105; 1992 ¢ 565’5 76; 1995 ¢ 202 art 1s 25
' 336.4-106 MS 1990 [Renumbered 336: 4—107] R

336 4-106 PAYABLE THROUGH OR PAYABLE AT BAN K COLLECTING BAN K

(a) If an item states that it is “payable through” a bank identified in the item; (i) the item
_designates the bank as a collecting bank and does not by itself authorize the bank to pay the
item, and (u) the item  may | be presented for payment only by or through the bank. ’

(b T an'itém stites that it is’ “payab]e at” abank identified in the itern, (i) the itém desrg—
 nates the bank as a collecting bank and does not by itself‘authorize the barik to pay the item,’
and (ii) the item may be presented for payment only by or through the bank. .-

.(c)If adraftnames a nonbank drawee and it is unclear whether a bank named in the draft
is a codrawee or a collecting bank, the bank isa 0011ect1ng bank. .

Hrstory 1992 ¢ 565577 - -,
336.4-107 MS 1990 [Renumbered 336. 4—108]

' 336 4—107 SEPARATE OFFICE OF BANK e -

A branch or separate office of a bank is a separate bank for the purpose of computing the
time within which and deterrmmng the place at or to which action may be taken or notlce or
~ orders must be grven under this article’and under artrcle 3.

I-Ilstory 1965 c 811 5 336. 4—106 1992 ¢ 565 5 78
336 4-108 MS 1990 [Renumbered 336 4—109]
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336.4-108 TIME OF RECEIPT OF ITEMS. IR A

(a) For the purpose of allowing time to process items, prove balances and make the nec-
essary entries on its books to determine its position for the day, a bank may fix an afternoon
hour of 2:00 p.m. or later as a cutoff hour for the handlmg of money.and items and the making
of entries on its books.

(b) An item or deposit of money received on any day after a cutoff hour so fixed or after
the close of the banking day may be treated as being recerved at the opening of the next bank-
ing day. e

History: 1965 ¢ 811 s 336.4-107; 1992 c 565 s 79
336.4-109 MS 1990 [Repealed, 1992 ¢ 565 s 114]

oy

336.4-109 DELAYS. A :

(a) Unless otherwise instructed, a collecting bank ina good faith effort to secure pay-
ment of a specific item drawn on a payor other than a bank, and with or.without the approval
of any person involved, may waive, modify, or extend time limits. 1mposed or permitted by
this chapter for.a period not exceeding two additjonal bankmg days wrthout d1scharge of
drawers or endorsers or liability to its transferor or a prior party.

(b) Delay by a collecting bank or payor bank beyond time limits prescnbed or perrmtted
by this chapter or by instructions is excused if (i) the delay is caused by interruption of com-
munication or computer facilities, suspension of payments by another bank, war, emergency
conditions, failure of equipment, or other circumstances beyond the control of the bank, and
(u) the bank exercrses such diligence as the crrcumstances requlre

Hlstory 1965 c 811 5 336.4-108; 1992 ¢ 565 s80 . ..,
336 4—110 ELECTRONIC PRESENTMENT _ e

(a) “Agreement for electronic presentment” means an’ agreement clearmghouse rule
or Federal Reserve regulation or operatmg circular, providing thdt:;presentment of an item
may be made by transmission of an image of an item or. information describing the item
(“presentment notice”’) rather than delivery of the item itself. The agreement may provide for
procedures governing retention, presentment, payment dishonor, and other matters con-
-cerning items subject to the agreement.

(b) Presentment of an item pursuant to an agreement for presentment 1s made when the
' presentment notice is received.

(c) If presentment is made by presentment notice, a reference to“‘item” or “check” in
tlus article means the presentment notice unless the context ©otherwise mdrcates

' Hlstory 1992 565581 .

' T A £

336.4-111 STATUTE OF LIMITATIONS. ' S e e §
_ An action to enforce an obligation, duty, or nght ansmg under thrs artrcle must be com—
menced within three years after the cause of action accrues, . ... : . :

History: 1992565582 - . o1 . e it

, Part2, '
COLLECTION OF ITEMS DEPOSITARY AND
COLLECTING BANKS

336.4-201 STATUS OF COLLECTING BANK AS AGENT AND PROVISIONAL
STATUS OF CREDITS; APPLICABILITY OF ARTICLE ITEM ENDORSED “PAY
ANY BANK” ‘

(@) Unless a contrary mtent clearly appears and before the time that a settlement grven
by a collecting bank for an item is or becomes final, the bank, with respect to the item, isan
agent or subagent of the owner of the item and any settlement given for the item is provision-
al. This provision applies regardless of the form of endorsement or lack of endorsement and -
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even though credit given for the item is Subject to immediate withdrawal 4s-of right or is in
fact withdrawn; but the continuance of ownership-of an item by its owner:and any rights of
the owner to proceeds of the item are subject to rights of a collecting bank, such as those re-
sulting from outstanding advances on the item and rights of recoupment or setoff. If anitem is
handled by banks for purposes of presentment, payment, collection, .or return, the relevant
provisions of this article apply even though action of the parties clearly estabhshes thatapar-
ticular bank has purchased the item and i is the owner ofit. . "~

.(b) After an item has been endorsed with, the words “pay any bank or the lrke, only a
bank may acquire the rights of a holder until the item has been:

(1) returned to the customer initiating collection; or

(2) specially endorsed by a bank to a person who is not a bank

Hlstory 1965 ¢ 81] s 336 4—20] ]992 c 565 s 83

336.4-202 RESPONSIBILITY FOR COLLECTION OR RETURN WHEN AC-
TION TIMELY. : o g

(a) A collecting bank must exercise ordrnary care in:

[¢)) present1ng an item or sending it for presentment . v

'(2) sending Tnotice of dishonor or nonpaymerit or. returnmg an. 1tem other than a docu-
mentary draft to the bank’s transferor after learmng that the 1t’em has not been pard or ac-
cepted, as the case may be; '

(3) settling for an item wlien the bank receiv 'J‘ﬁnal settlement and

(4) notifying its transferor of any loss or delay in trans1t w1th1n a reasonable time after
discovery thereof. *

(b) A collecting bank exercises ordrnary care under subsection (a) by taking proper ac-
tion before its midnight deadline following recerpt of an itéf, notice, or settlement. Taking
proper action within a reasonably longer time may constrtute the exercrse of ordrnary care,

_but the bank has the burden of establishing | tiréliness:

* (¢) Subject to subsection (a)(l), a bank isnot liable for the’ msolvency, neglect, rmscon—' )
duct miistake, or default of anothér bank or person or for loss or destructron of an item m the
possession of others or in transit. E . : E

History: 1965 ¢ 811 5.336. 4—202 1992 ¢ 565 s, 84

T AL

336.4-203 EFFECT OF INSTRUCTIONS. »

Subject to article 3 concerning conversion of instruments (sectlon 336. 3—420) and re-
strictive endorsements (section 336.3-206), only a collectlng bank’s transferor can give
instructions that affect the bank or constitute notice foit, and a collecting, bank is not liable to
prior parties for any action taken pursuantto thei 1nstrucnons orin accordance withany agree-.
ment with its transferor.

History: 1965 ¢ 811 s 336. 4—203 1992 c 565 s 85

336. 4—204 METHODS OF SENDING AND PRESENTING SENDING DIRECTLY :
TO PAYOR BANK.

(a) A collecting bank shall send items by a reasonably prompt method, takmg into con-
siderationrelevant instructions, the nature of the item, the number of those items on hand, the
cost of collection involved, and the method generally used by it or others to present those
items. . Pl G

(b) A collecting bank may send:

(1) an item directly to the payor bank;

(@) anitemtoa nonbank payor if authonzed by its transferor ‘and

(3) an item other.than documentary drafts to a nonbank payor, if authonzed by federal
reserve regulation or operating circular, clearinghouse rule, or the like. ,

(c) Presentment may be made by a presenting bank'at a place where the payor bank or
other payor has requested that presentment be made. . = . - , . . . .

History: 1965 ¢ 811 s 336.4-204; 1992 ¢ 565586
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336.4-205 ‘DEPOSITARY BANK HOLDER-OF UNENDORSED ITEM.

If a customiet delivers an item to a depositary bank for collection: -

() the depositary bank becomés aholder of the item at the time it recéives the 1tem for
collection if the ¢ustomier at'the time of délivery was'a holder of the item, whether or not the
customer endorses the ‘iter; and, if the bank satrsﬁes the other requ1rements of ‘section
336.32302,; it is"a hdlder in due course; and -

(2) the depositary bank warrants to collectrng banks the payor bank or other payor, and
the drawer that the aniéunt of the item was paJd tothe customer or deposrted to the customer’s
account.

History: 1965 ¢ 811 s 336 4—205 1986 c 444 1992 ¢ 565 s 87 '

336.4-206 TRANSFER BETWEEN BANKS -
Any agreed method that rdentrﬁes the transferor bank is sufﬁcrent for the item’s further
transfer to anotherbank.:* -7 . £ . oo

History: 1965 ¢ 811 s 336. 4—206 1992 c 565 s 88

336.4-207 TRANSFER WARRANTIES :
(2) A customer or collectmg bank that transfers an 1tem and recerves a settlement oroth-
er cons1derat10n warrants to, the transferee and to any subsequent collectmg bank that
(1) the warrantor is a person entitled to enforce the item;
(2) all signatures on the item. are authentic and authorlzed
_ (3) the item has not been altered
(4) the item is not subject toa defense or clarm in recoupment (sectlon 336 3 305(a)) of
any party that can be asserted against the warrantor; and .
. (5) the warraritor has no knowledge of any msolvency proceedmg commenced w1th re-
spect to the maker or acceptor or, in the case of dn unaccepted draft, the drawer. -
(b) If an item is dishonored, a customier or collecting bank transfemng the item and re- A
-ceiving settlement or other consideration is oblrged to pay the amount due on the item (i)
accordmg to the terms of the item at the time it was, transferred or (ii) if the transfer was of an_
incomplete item, according to its terms when completed as stated in sections 336.3—~ 115 and
336.3-407. The obligation of a transferor is owed to the transferee and to any subsequent'
~ collecting bank that takes the item ifi'good faith. A'transferor cannot disclaim its obhgatron
under this subsection by an endorsement stating that it rs made wrthout recourse or other-
-wise disclaiming liability. ’
(c) A'person to ‘whom the Warrantres under subsectron (a) are made and who took the
item in good faith may recover from'the warrantor as damages for breach of ‘warranty an
amount equal to the 10ss suffered as'a result of the' breach but not more than the amount of the
item plus expenses ‘aiid 1oss of interest incutred as a result of the breach. '
, (d) The warranties stated in subsection (a) cannot be disclaimed with respect to checks.
Unless notice of a claim for breach of warranty is given to the warrantor within 30 days after
the claimant has reason to know of the breach and the 1dent1ty of the warrantor, the warrantor
is discharged to the extent of any loss ‘¢aused by the delay in giving notlce of the claim:
(e) A cause of action for breach of warranty under thrs sectron accrues when the clalm-
ant has reason o know of the breach

Hlstory '1 965 ¢ 811 s, 336. 4-207; I 986 c 444 1992 c 565 s 89
336 4-208 MS 1990 [Renumbered 336.4—210]

336.4-208 PRESENTMENT WARRANTIES. .

(a)Ifan unaccepted draftis presented to the drawee for payment or acceptance and the
drawee pays or accepts thé draft, (i) the person obtmmng payment or acceptance, at the time
of presentmient, and (ii) a previous transferor of the'draft, at the t1me of transfer warrantto the
drawee that pays or accepts the draft in good faith that:’ C

(1) the warrantor i§; of was, at the time the warrantor transferred the draft, a person en-
t1tled to enforce the draft or authorized to obtam payment or acceptance of the draft onbehalf
of a person entitled to enforce the draft; - oo

P A
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(2) the draft has not-been altered; and -

(3) the warrantor has no knowledge that the s1gnature of the purported drawer of the
draft is unauthorized: .

(b) A drawee making: payment may recover from a warrantor damages for breach of
warranty equal to the amount paid by the drawee less the amount the drawee received or is
entitled toreceive from the drawer because of the payment. In addition, the drawee is entitled
to compensation for expenses and-loss of interest resulting from the breach..The right of the
drawee torecover damages under this subsection is not affected by any failure of the drawee
to exercise ordinary care in making payment. If the drawee accepts the draft (i) breach of
warranty is a defense to the obligation of the acceptor, and (ii) if the acceptor makes payment
with respect to the draft, the -acceptor is entitled to recover from a warrantor for breach of
warranty the amounts stated in this subsection. -

(c) If a drawee asserts a claim for breach of warranty under subsection (a) based on an.
unauthorized endorsement of the draft or an alteration of the draft, the warrantor may defend
by provmg that the endorsement is effective under section 336.3—404 or 336.3-405 or the
* drawer is precluded under section 336.3-406 or 336.4-406 from asserting against the dra-
wee the unauthorized endorsement or alteration.

(d) If (i) a dishonored draft is presented for payment to the drawer or an endorser or (11)
any other item is presented for payment to a party obliged to pay the item, and the itemis paid,
the person obtaining payment and a prior transferor of the item warrant to the’ person making
payment in good faith that the warrantor is, or was, at the time the warrantor transferred the’
item, a person entitled to enforce the item or authorized to obtain payment on behalf of a per-
son entitled to enforce the item. The person making payment may recover from any warran-
tor for breach of warranty an amount equal to the amount paid plus expenses and loss of inter-
est resulting from the breach. :

(¢) The warranties stated in subsectlons (a) and (d) cannot be disclaimed with respect to
checks. Unless notice of a claim for breach of warranty is given to the warrantor within 30
days after the claimant has reason to know of the breach and the 1dent1ty of the warrantor, the
warrantor is discharged to the extent of any loss caused by the delay in g1v1ng notice of the
claim.

(f) A cause of action for breach of warranty under this section accrues when the claimant
has reason to know of the breach. Ny .

History: 1992 ¢ 565 s 90
336.4-209 MS 1990 [Renumbered 336.4-211]

336.4-209 ENCODING AND RETENTION WARRANTIES.

(a) A person who encodes information on of with respect to an item after issue warrants
to any subsequent collécting bank and to the payor bank or other payor that the information is
correctly encoded If the customer of a deposnary bank encodes that bank also makes the
warranty. ;

(b) A person who undertakes to retain an item pursuant to an agreement for electronic
presentment warrants to any subsequent collecting bank and to the payor bank or other payor
that retention and presentment of the item comply with the agreement. If a customer of a de-
positary bank undertakes to retain an item, that bank also makes this warranty. -

() A person to whom warrantles are made under this section and who took the item in
good faith may recover from the watrantor as damages for breach of warranty an amount
equal to the loss suffered as aresult of the breach, plus expenses and loss of interest incurred
as a result of the breach. ‘ : C

History: 1992 ¢ 565 s 91
336.4-210 MS 1990 [Renumbered 336. 4—212]
336.4-210 SECURITY INTEREST OF COLLECTING BANK IN ITEMS ACCOM-
PANYING DOCUMENTS, AND PROCEEDS.

' (a) A collecting bank has a security interest in an item and any accompanymg docu-
" ments or the proceeds of either: :
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(1) in case of an item deposited in an account ‘to the extent to which credit given for the
item has been withdrawn or applied; _

(2) in case of an item for which it has given credrt avarlable for w1thdrawal as of right, to
the extent of the credit, glven whether or not the credlt is drawn upon or there is a right of
chargeback; or . .

(3) if it makes an' advance on or agamst the item.

(b) If credit given for several items received at one time or pursuant to a single agree-
ment is withdrawn or applied in part, the security interest remains upon all the items, any
accompanying documents or the proceeds of e1ther For the purpose of this secnon credlts
first given are first withdrawn.

(c) Receipt by a collecting bank of a final settlement for an item is a realization on its
security interest in the item, accompanying documents, and proceeds So long as the bank
does not receive final settlement for the item or give up possession of the item or accompany-
ing documents for purposes other than col]ecnon, the security 1nterest continués to that ex-
tent and is subject to article 9, but:

(1) no security agreemient is necessary to make the security mterest enforceable (sectlon
336.9-203(1)(a));

" (2) nofiling is required to perfect the security interest; and

(3) the secunty interest has priority over conﬂrctmg perfected security intefests in the

item, accompanying. documents, or proceeds. 4

History: 1965 ¢ 811 s 336.4-208; 1992 ¢ 565 592
336.4-211 MS 1990 [Renumbered 336. 4—213]

336.4-211 WHEN BANK GIVES VALUE FOR PURPOSES OF HOLDER IN DUE
COURSE. -

For purposes of determmmg its status as a holder in due course, a bank has given value
to'the extent it has a security interest in an item, if the bank otherwise complies with the re-
quirements of section 336.3-302 on what constitutes a holder in due course.’

.- History: 1965 c 811 s 336.4-209; 1992 ¢ 565593 .
336.4-212 MS 1990 [Renumbered 336.4-214]

336.4-212 PRESENTMENT BY NOTICE OF ITEM NOT PAYABLE BY,
THROUGH, OR AT BANK; LIABILITY OF DRAWER OR ENDORSER. -

(a) Unless otherwise instructed, a collecting bank may present an item not payable by,
through, or at a bank by sending to the party to accept or pay a written notice that the bank
holds the item for acceptance or payment The notice must be sent in time to be received on or
before the day when presentment is due and the bank must meet any ‘requirement of the party
to accept or pay under section 336.3-501 by the close of the bank’s next banking day after it
knows of the requirement.

(b) If presentment is made by notice and payment acceptance or request for com- .
pliance with a requirement under section 336.3-501 is not received by the close of business
on the day after maturity or, in the case of demand items, by the close of business on the third
banking day after notice was sent, the presenting bank may treat the item as dishonored and
* charge any drawer or endorser by sénding it notice of the facts.

History: 1965 ¢ 811 s 336.4-210; 1992 ¢ 565 5 94
336.4-213 MS 1990 [Renumbered 336.4-215]

336.4-213 MEDIUM AND TIME OF SETTLEMENT BY BANK. .

(a) With respect to settlement by a bank, the medium and time of settlement may be pre-
scribed by Federal Reserve regulations or circulars, clearinghouse rules, and the like, or
agreement. In the absence of such prescription:

(1) the medium of settlement is cash or credit to an account in a Federal Reserve bank of
or specified by the person to receive settlement; and . :
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" (2)'the time of settlement is: - P "

(i) with respect to tender of settlement by cash a cashler s check orteller’s check when
the cash or check is sent or delivered; ; '

(ii) with respect.to tender of settlement’ by cred1t in an account in a Federal Reserve
bank, when the credit is made; “

(iii) with respect to tender of settlement by a credit or debit to an account in a bank, when
the credit or debit is made or, in the case of tender of settlement by authonty to charge an
account, when the authority is sent or delivered; or

(iv) with respect to tender of settlement by a funds transfer, when payment is made pur-
suant to section 336:4A-406(a) to the person receiving settlement. :

(b) If the tender of settlement is not by a medium authorized by subsection (a) of the time
of settlement is ot fixed by subsection (a), no settlement occurs until the tender of settlement
is accepted by the person receiving settlement.

(c) If settlement for an item is made by cashier’s check or teller’s check and the person
receiving. settlement, before its midnight deadline: ‘

(1) presents or forwards the check for collectlon settlement is f1nal when the check is
finally paid; or :

(2) fails to present or forward the check for collectlon settlement is ﬁnal at the rmdmght ‘
deadline of the person receiving settlement. :

(d) If settlement for an item is made by giving authonty to charge the account of the
bank giving settlement in the bank receiving settlement; séttlement is final when the charge is
made by, the bank receiving settlement if there are funds available in.the account for the
amount of the item. L . »

History: 1965 ¢ 811's 336 4-211 1992 c. 565 s 95
336.4-214 MS 1990 [Renumbered 336.4-216]

336.4-214 RIGHT OF CHARGEBACK OR REFUND LIABILITY OF COLLECT-
ING BANK; RETURN OF ITEM.

‘(a) If a collectmg bank has made prov1s10nal settlement w1th its customer for an item
and fails by reason of dishonor, suspension of payments by a bank, or otherwise o réceive
settlement for the item which'is or-becoines final, the bank may révoke the settlement given
by it, charge back the amount of any ¢redit-given for the item to its'customer’s accourit, or
obtain refund from its customer, whethier or not it is able to retuin the item, if by its midnight-
deadline or within a longer reasonable time after it learns the facts it returns the item or sends’
notification of the facts. If the return or noticé is delayed beyond the bank’s midnight dead-
line or a longer reasonable time after it learns the facts, the bank may revoke the settlement,
charge back the credit, or obtain refund from its customer, but it is liable for any loss resulting
from the delay. These rights to revoke, charge back, and obtain refund terminate if and when
a settlement for the item received by the bank is or, becomes final.

A collect1ng bank returns an item when it is sent or dehvered to the bank s customer
or transferor’ or pursuant to ifs instructions. ;

©A depos1tary bank that is also the payor may charge back the arnount of an 1tem toits
customer’s account or obtain refund in accordance with the section governing return of an
item received by a'payor bank for cred1t on its books (sectlon 336 4—301) g

(d) The nght to charge back 1s not affected by: | ’

(1) previous use of a credit glven for the item; or.

(2) failure by any bank to exercrse ordlnary care w1th respect to the item, but a bank SO
failing remains liable.

(e) A failure to charge back or clarm refund does not affect other rights of the bank
against the customer or any other party.

(f) If creditis glven indollars as the equlvalent of the value of an item payable in foréign
money, the dollar amount of any chargeback or refund must be calculated on the basis of the’
bank—offered spot rate for the foreign moriey prevalhng on the day when the person entitled
to the chargeback or refund learns that it will not receive payment in ordinary course.

History: 1965 ¢ 811 s 336.4-212; 1992¢ 565 5 96
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336.4-215 FINAL PAYMENT OF ITEM BY PAYOR BANK; WHEN PROVISION-
AL DEBITS AND CREDITS BECOME FINAL; WHEN CERTAIN CREDITS BE-
COME AVAILABLE FOR WITHDRAWAL. -

‘(a) An item is finally-paid by a payor bank when the bank has ﬁrst done any of the fol-
lowing: 3

(D pa1d the item in cash;

Q) settled for the item without having .a right to revoke the settlement under statute,
cleannghouse rule, or agreement; or

3) made a provrsronal settlement for the 1tem and failed to revoke the settlement inthe
time and manner permitted by statute, clearinghouse rule, or agreement.

.(b).If provisional settlement for an item does not become final, the item is not ﬁnally
paid. .

(c)If provisional settlement for anitem between the presenting and payor banks ismade
through a clearinghouse or by debits or credits in an account between them, then to the extent
that provisional debits or credits for the item are entered in accounts between the presenting
and payor banks or between the presenting and successive prior collecting banks seriatim,
they become final upon final payment of the item by the payor bank.

(d) If a collecting bank receives a settlement for an item which is or becomes ﬁnal the
bank is accountable to its customer for the amount of the itém and any provrsronal credit giv-
en for the item in an account with its customer becomes final.

(e) Subject to (i) apphcable law stating a time for availability of funds and (nl any right
of the bank to apply the credit to an obligation of the customer, credit given by a bank for an
item in a customer’s account becomes available for withdrawal as:of right:’

(1) if the bank has received a provisional settlement for the item, when the settlemerit’
becomes final and the bank has had a reasonable t1me to recerve return of the item and the
item has not been received within that time; -

(2) if the bank is both the depositary bank and the payor bank and the item'is ﬁnally
paid, at the opening of the bank s second bankmg day followmg recerpt of the item.

(f) Subject to applrcable law statrng a time. for avaﬂablhty of funds and any right of a
bank to apply a deposit to an obligation of the depositor, a deposit of money becomes avail-
able for wrthdrawal as of right at the opemng of the bank S next bankmg day after recerpt of
the deposrt ‘ o

Hlstory 1965 ¢ 811 s 336 4—213 1992 c 565 s 97 -

33e. 4—216 INSOLVENCY AND PREFERENCE

() If an item is in or comes into the possession of a payor or collectmg bank that sus-
pends payment and the item has notbeén finally paid; the item must be returned by the receiv-
er, trustee, or agent In charge of the closed bank to the presenting bank or the closed bank’s
customer.

(b)Ifa payor bank finally pays an 1tem and suspends payments w1thout makmg a settle-
ment for the item with its customer or the presenting bank which settlement i is or becomes
final, the owner of the item has a preferred claim agamst the payor bank. °

(c) If a payor bank gives or a collecting bank grves or recerves a prov1s10na1 settlement
for an item and thereafter suspends paymients, the suspension does not prevent or interfere
with the settlement’s becoming final if the finality occurs automatlcally upon the lapse of
certain time or the happening of cértain events.

(d) If a collecting bank receives from subsequent partres settlement for an item, which
settlement is or becomes final and the bank suspends payments without making a settlement
for the item with its customer which settlement is.or becomes final, the owner of the 1tem has
a preferred claim against the collectrng bank.

History: 1965 ¢ 811 s 336.4-214; 1992 ¢ 565 5 98
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U R e e Part3 oy
COLLECTION OF ITEMS PAYOR BANKS

DT AN (RN

336.4-301 DEFERRED POSTING RECOVERY OF PAYMENT BY RETURN OF
ITEMS T]ME OF DISHONOR RETURN OF ITEMS BY PAYOR BANK.

(a) Ifa payor bank settles fora demand item other thana documentary draft presented
otherwise than for immediate payment over the counter before mrdnlght of the banking day‘
of receipt, the payor bank may revoke the settlement and recover the settlement if, before it
has made final payment and béfore its mrdmght deadhne 1t ‘

(1) returns the item; or -

(2) sends writteri fiotice of dishonor or nonpayment if the itemn is unavarlable forreturn.

(b) If a demand item is received by a payor bank for credit on its books, it may return the
item or send notice of dishonorandmay revoke any credit given or recover the amount there-
of withdrawn by its customer, if it acts within the time limit and in the manner specified in
subsection (a).

(c) Unless previous notice of dishonor has been sent, an item is d1shonored at the time
when for purposes of d1shonor 1t 1s retumed or notrce sent m accordance wrth thrs section.-

(d) ‘An item is returned: * Lo nt v _‘

(1) as to. an item presented throu gh a clearmghouse when 1t is dehvered to the present- .
ing orlast collecting bank 6r to the cleannghouse or is'sent or delivered in accordance with
cleannghouse rules; or

(2) in all other ¢ cases, when jtis sent or dehvered to the bank’ s customer or transferor or
pursuant to instructions.

Hlstory 1965 c 811 s 336 4—301 I 986 c 444 1992 c 565 s 99

R

336 4—302 PAYOR BANK’S RESPONSIBILITY FOR LATE RETURN OF ITEM

" Y(a)Ifanitemis presented to and rece1ved by a payor bank the bank is accountable forv '
.the amount of: .. -

- (1) a démand item; other than a documentary draft whether properly payable or not if
the bank, in any‘case in'whichit is not also the depositary bank, retains the‘item beyond mid-
nightof the banking day of receiptwithout settling forit or; whether or not itis4lso the dépos-
itary bank, does not pay or retum the item or send not1ce of d1shonor unt11 after its mrdmght
deadline; or: . - & peo P ¥

(2) any other properly payable item unless w1thrn the tirne allowed for acceptance ‘or
payment of thatitem, the bank elther accepts or pays the item or returns it and accomipanying
documents. -, - . L. o e C©C e C o
. (b) The habrhty of a payor bank to pay'an 1tem pursuant to subsectron (a) is SllbjCCt to.-
defenses based on breach of a presentment warranty (section 336.4-208) or proof that the
person seeking enforcement of the liability presented or transferred the item for the purpose
~of defraudmg the payor bank. e o o C ot

Hlstory 1965 ¢ 811 s 336 4~302 1992 c 565 s 100

336 4—303 WHEN ITEMS SUBJECT TO NOTICE STOP—PAYMENT ORDER LE-
GAL PROCESS, OR SETOFF; ORDER IN WHICH ITEMS MAY BE CHARGED
OR CERTIFIED. = . e

(a) ‘Any, knowledge notrce or stop—payment order rece1ved by, legal process served .
upon or setoff exercised by a payor bank comes too late to terminate, suspend, or. modrfy the .
bank’s right or duty to pay an item or to charge its customer 's account for the item if the
knowledge, notice, stop—payiment order, or legal process is received or served and a reason-.
able time for the bank to act thereon explres or.the setoff i is exercrsed after the earliest of the
followmg ) L e e

(1) the bank accepts or. certrﬁes the 1tem B L

:* (2) the bank pays the item in:cash; -~ oo e s G o N
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(3) the bank settles for the 1tem w1thout havmg a nght to revoke the settlernent under ,
statute, clearinghouse rule, or agreement; -

(4) the bank becomes accountable for the amount of the 1tem under secnon 336 4-302
dealing with the payor bank’s responsibility for late return.of items; or ,

(5) withrespect to checks, a cutoff hour no earlier thanone hour after the opemng ‘of the
next banking day after the ‘banking day on which the bank received the check and no later
than the close of that next bankmg day or,ifno cutoff hour is fixed, the close of the. next bank-
ing day after the bankmg day on which the bank Teceived the check:

(b) Subject to subsection (a), items may be accepted paid, cernﬁed or charged to the
indicated account of its customer in any order.

History: 1965 c 8115 336.4-303; 1969 ¢ 621 s 2; 1992 ¢ 565 $ 101

‘ Part 4 T :
RELATIONSHIP BETWEEN PAYOR BANK
- ANDITS CUSTOMER

336.4-401 WHEN BANK MAY CHARGE CUSTOMER’S ACCOUNT .

(a) A bank may charge against the account of a customer an item thatis properly payable
from that account even though the charge creates an overdraft. An item is properly payable if
it is authorized by the customer and is in accordance w1th any agreement between the cus-
tomer and bank. T

. (b) Acustomeris not liable for the amount of an overdraft 1f the customer neither srgned
- the item nor benefited from the proceéds of the item.

(c) A bank may charge against the account of a customer a check thatis otherwise prop—
erly payable from the account, even though paymerit was made before the date of the check,
unless the customer has given notice to the bank of the postdatmg describing the check with
reasonable certainty. The notice s effective for the period stated in section'336.4—403(b) for
stop—payment orders, and must be received at such time and in such manner as to afford the
bank a reasonable opportunity to act on it before the bank takes any action withrespect to the
check described in section 336.4-303. If a bank charges against the account of a customer a
check before the date stated in the notice of postdating, the bank is liable for damages for the
loss resulting from its act. The loss may include damages for dishonor of subsequent 1tems<
under section 336.4-402... :

(d) A bank that in good faith makes payment toa holder may charge the 1ndlcated ac-
count of its customer according to: - » . ;

-~ (1) the original terms of the altered item; or » .

(2) the terms of the completed item, even though the bank knows the item has been com-
pleted unless the bank has notice that the completion was improper. -

Hlstory 1965 ¢ 811 s 336.4—401, 1986 c444; 1992 c 565 s 102

336.4-402 BANK’S LIABILITY TO CUSTOMER FOR WRONGFUL DISHONOR ,
TIME OF DETERMINING INSUFFICIENCY OF ACCOUNT.

{(a) Except as otherwise prov1ded in this article, a payor bank wrongfully d1shonors an
item if it dishonors an itemn that is properly payable but a bank may dishonor an 1tem that
would create an overdraft unless it has agreéd’to pay the ovérdraft. -

(b) A payor bank is liable toits customer for damages proximately caused by the wrong- ‘
ful dishonor of an item. Liability is limited to dctual damages proved and may include dam-
ages for-an arrest or prosecution of the customer or othér consequential damages. Whether
any consequential damages are proxrmately caused by the wrongful d1shonor isa questlon of
fact to be determined in each case.. -

* (¢) A'payor bank’s determination of the customer’s account balance onwhicha decision
to dishonor for insufficiency of available funds is based may be made at any time between the
‘time the item is received by the payor bank and the time that the payor bank returns the item or -
‘gives notice in lieu of return, and no more than one determination need be made. If; at the
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election of the payor bank, a subsequent balance determination is made for the purpose of.
reevaluating the bank’s decision to dishonor the item, the account balance-at that time is de-
terminative of whether a dishonor for insufficiency of available funds is wrongful.

History: 1965 < 811 s 336. 4—402 1992 < 565 s 103

336. 4—403 CUSTOMER’S RIGHT TO STOP PAYMENT BURDEN OF PROOF OF’Z N

LOSS.

(a) A customer or any person authorrzed to draw on the: account if there is more than one
person may stop payment of any item drawn on the custommer’s account or close the account
by an order to the. bank describing the iterm or ‘account with reasonable certamty receivedata
timé and in"a méannier that affords the bank a reasonable oppoftunity to act on’ it before any
action by the bank with respect to the item described in section 336.4-303. If the srgnature of
more than one person is required to draw on an account any of these persons may stop pay-

o ment or close the account.

®A stop—payment orderis effectlve for six months, butitlapses after 14 calendar days
_ rf the or1g1na1 order was oral and was not confirmed in writing within that perrod A stop—
) payment order'may be renewed for addltronal s1x—month perrods bya wntmg given to’ the‘
"bank within a period during which' the* stop—payment order is effective. < © 7 - y
: (c) The burden of establishing the fact and amount Of loss resultmg from the payment of
anitem contrary tod stop—payment order ororderto closé an account isonthe custorher. The

16ss from payment of- an itetn contrary to a stop-paymient order may 1nclude damages for -

dlshonor of subsequent 1tems under sectlon 336 4—402 .
Hlstory J965 c 1811 s 336.4-403; ]986 ¢ 444 ]992 5655 ]04

336. 4—404 ,BANK 'NOT OBLIGED TO PAY CHECK MORE THAN SIX MONTHS!- .
OLD.. .. v e :
A bank is under no oblrgatron to a customer havmg a checklng account to pay a check :

. other than acertified check, which is presented more than six months after its.date, but it may. -

charge its customer’’s account for a payment made thereafter in good faith. -
“History: 1965 ¢:811 s 336.4-404; 1992 ¢ 565 5 s 105 - i o

336. 4—405 DEATH OR INCOMPETENCE OF-CUSTOMER.
(a) A payor ot collecting bank’s authority to accept, pay, or collect an item or to account -
for proceeds of its tollection, if otherwise effective, is not rendered ineffective by mcompe-‘f'
tence of a customer of either bank existing at the time the item is.issued or its collection is
undeértaken if the bank does not know of an adjudication of incompetence. Neither'death nor
incompetence of a custoiner revokes the authority to accept, pay, collect;or dccouit until the
bank knows‘of the fact of death or of afn’ adjudlcatron of mcompetence and has reasonable .
opportuity to act on it. ‘
: (b) Even with knowledge, a bank may for ten days after the date of death pay or certrfy i
checks drawn on or before'that' date unless ordered to’ stop payment by a- person clalmmg an
interest in the account. . - SIS SRR . Lol
Hlstory 1965 c 811 s 336 4—405 1992 c 565 s ]06 -
336.44006 CUSTOMER’S DUTY TO DISCOVER AND REPORT UNAUTHO-"' ,
RIZED SIGNATURE OR ALTERATION. g :
(a) A bank that sends or makes available to a customer a statement of account showmg
payment of items for the account:shall either teturn or make available to the customer the
items paid or provide information in the statement of account sufficient to allow the customer
reasonably to 1dent1fy the items paid. The statement of account provides sufficient informa-
tion if the item is descrrbed by itém’ number, amount, and date of payment ’
“(b)Ifthe items aré not rétirned to the customer, the person retaining the items shall ei-"
ther:rétain thé items or; if the items:aré destroyed, maintain the capacity: to furnishlegible
copiés of the items until the expiration of seven years after receipt of the items.-A customer
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may request an item from the bank that paid the item,-and that bank must provide in a reason-
able time either the-item or, if the item has been. destroyed or is not otherwise:obtainable, a
legible copy.of the item. - - .. :x. ERA g
(c) If a bank sends or makes avallable a statement. of account or 1tems pursuant to sub-
section (), the customer must exercise reasonable promptness in examining the statement or
* the itemsto determine whether any payment was not authorized because of an alteration of an
" item or because a purported signature by or on behalf of thé customer was not authorized. If,
based on the statement or items provided, the customer should reasonably have discovered
the unauthorrzed payment the customer must promptly nonfy the bank of the relevant facts.

' (d) If the bank proves that th¢’customer fa11ed ‘with tespect to an 1tem, to comply with
the dut1es imposed on the customer by subsectron (c) the customer is prec1uded from assert-
1ng agamst the bank: '

' (1) the customer s unauthonzed 51gnature or any alteratlon on the 1tem 1f the bank also _
proves that it suffered a loss by reason of the failure; and ’

.- '(2) the customer’s unauthorized signature or alteration by t the same wrongdoer on any
other item paid in good faith by the bank if the payment was ‘made before the bank received-
notice from the customer of the unauthorized signature or alteration and after the customer', g
had been afforded a reasonable perrod ‘of time, not exceedmg 30 days, in Wthh to examine ;.
the item or statement of account and notlfy the bank ) :

(e) If subsection (d) apphes and the. customer proves that the bank fa.lled to exercise or- -
dmary care in paying the item and that the failure substantrally contnbuted to loss, the loss is .

* allocated between the customer precluded and the bank' assertlng the preclusmn acc0rdmg to-

. theextent to which the failure of the customer to comply with subsectlon (c) and the failure of
~ thebank to exercise ordrnary care contributed to the loss. If the customet proves that thie bank

- did not pay the item in good farth the preclusion under subsection (d) does not apply

* (f) Without re gard to care or lack of care’of either'the customer Of the bark, a customer"
who does not within one year after the statement or items are made available to the customer

- (subsection (2)) discover and report the customer’s unauthorized srgnature ‘on or.any -alter-
-ation on the‘item is precluded from asserting:against the bank the unauthorized:signature or - .

alteration. If there is a preclusion under this subsection; the payor bank may not recover for :
breach of warranty under section 336.4-208 with respect to the unauthorized signature or
alteration to which the preclusion applies.

History: 1965 ¢ 811 s 336.4-406, 1986 ¢ 444 1992 ¢ 565 5 107 ¢ SRR

336. 4—407 PAYOR BANK’S RIGHT TO SUBROGATION ON IlVlPROPER PAY- :
"MENT.. .- Coimig 4
.. If apayor bank has paid an 1tem over the order of the drawer or maker to stop payment "
. or after an account has been closed, or otherwise under circumstances giving a basisfor ob-:
jection by the drawer ormaker; to préevent unjust enrichment and-only to the extentnecessary :
to prevent loss to the bank by reason of its payment of the item, the payor bank is subrogated .
to.the nghts R T
(1) of any holder 1n due course on the item. agamst the drawer or maker TR
‘ '(2) of the payee or any other holder of the item against the drawer or maker eitheron the- :
. item or under the transaction out of which the item arose; and .
(3) of the drawer or maker against the payee or any other holder of the item w1th respect
‘to the transaction out of which:the item arose: ; - T Y ,

Hlstory 1965 c 8]] § 336.4-407; 1992 ¢ 565 $ 108

[ S

CParts e bt
COLLECTION OF DOCUMENTARY DRAFTS

336.4-501 HANDLING OF DOCUMENTARY DRAFTS DUTY TO SEND FOR .
PRESENTMENT AND TO NOTIFY CUSTOMER OF DISHONOR .- e

~;A-bank that takes a documentary draft for collection shall present or send the draft and
accompanylng documents for presentment and, upoh learning that the'draft has riot been paid-.
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or accepted in due course, shall seasonably notify its customer of the fact even though it may
have discounted or bought the draft or extended credit available for withdrawal as of right.

Hlstory 1965 ¢ 811 s 336 4-501; 1992 ¢ 565 s 109

336 4-502 PRESENTMENT OF “ON ARRIVAL” DRAFTS.

If a draft or the relevant instructions require presentment “on arrival,” “when goods ar-
rive” or the like, the collecting bank need not present until in its judgment a reasonable time -
for arrival of the goods has expired. Refusal to pay or accept because the goods have not ar-
rived is not dishonor; the bank must notify its transferor of the refusal butneed not present the
draft again until it is instructed to do so or learns of the arrival of the goods.

History: 1965 ¢ 811 s 336.4-502; 1992 ¢ 565.5 110 . R

336.4-503 RESPONSIBILITY OF PRESENTING BANK FOR DOCUMENTS. AND
GOODS; REPORT OF REASONS FOR DISHONOR' REFEREE IN CASE OF
Unless otherw1se mstructed and except as provrded in arttcle 5,abank presenttng adoc-.
umentary draft: ‘

(1) must de11ver the documents to the drawee on acceptance of the draft ifitis payable
more than three days after, presentment otherwise, only on payment and

2) upon dishonor, either in the case of presentment for acceptance or préséntment for
payment may seek and follow instructions from any referee in case of need desrgnated inthe
draft or, if the presenting bank does not choose to utilize the referee’s services, it must use
diligence and good faith to ascertain the reason for dishonor, must notify its transferor of the
dishonor and of the results of its effort to ascertatn the reasons therefor and must request
instructions.

However, the presenting bank is under no oblrgatron with respect to goods represented
by the documents except to follow any reasonable instructions seasonably received; ithasa
right to reimbursement for any expense incurred in followmg instructions’and to prepayment
of orindemnity for those expenses. s .

Hlstory 1965 c 811 5 336. 4—503 1986 ¢ 444 1992 < 565 s 111 ‘

336 4-504 PRIVILEGE OF PRESENTING BANK TO DEAL WITH GOODS SE-
CURITY INTEREST FOR EXPENSES.

(a) A presenting bank that, following the dishonor of a documentary draft, has season- *
ably requested instructions but does not receive them within.a reasonable time may store,
sell, or otherwise deal with the goods in any reasonable manner: :

-(b) For its reasonable expenses incurred by action under subsectton (a) the presenting. -
bank has a lien upon the goods or their proceeds, which may be foreclosed in the same man-
ner as an unpaid seller’s lien. .

History: 1965 c 811 5 336.4-504; 1992 ¢ 565 s 112

Article 4A
FUND TRANSFERS

K

B Partl R
SUBJECT MATTER AND DEFINITIONS

336. 4A—101 SHORT TITLE. - :

Thrs arttcle may be crted as Umform Commerc1a1 Code—Funds Transfers

Hlstory 1990c582art1s1 oo T
336.4A-102 SUBJECT MATTER. o

.- Except as otherwise provided in sectron 336. 4A—108 thts a.rtlcle apphes to funds trans-
fefs defined in section 336.4A-104. C R :

History: 1990 ¢ 582 art 1 5 2 T
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336.4A-103 PAYMENT- ORDER—DEFINITIONS ‘ :
(a) In this article: S o
(1) “Payment order” means an instruction of a sender toa rece1v1ng bank transmrtted
. orally, electronically, or in writing, to pay, or to cause another bank to pay, a fixed or deter-
minable amount of money to a beneficiary if: =~ -

(i) the instruction does not state a cond1t10n to payment to the beneﬁc1ary other than

* time of payment, ;

- -(ii) the receiving bank is to be relrnbursed by deb1t1ng an account of or otherwrse re-

‘cervmg payment from, the sender, and -

(iii) the instruction is transmitted by the ‘sender directly to the receiving bank or to an’
agent, funds—transfer system, or communication system for transmittal to the receiving
bank.

(2 Bencucrary means the person to be paid by the beneﬁcrary s bank :

(3) “Beneficiary’s bank” means the bank identified in a payment order in which an ac-
count of the beneficiary is to be credited pursuant to the order or which otherwise is to make
payment to the beneficiary if the order does not provide for'payment to an account.

(4) “Receiving bank” means the bank to which the sender’s instruction is addressed

(5) “Sender” means the person giving the instruction to the recelvmg bank.

_ (b)Ifan 1nstruct10n complylng with subsectron (a)(1is to make more than one payment
toa beneﬁcrary, the instruction is a séparate payment order with’ respect to each payment
©A payment order is issued. when it is sent to the receiving bank.

Hrstory 1990 ¢ 582 artls3

336 4A—104 FUNDS TRANSFER—DEFINITIONS

‘In this article: o

“(a) “Funds transfer” means the series of transactlons begmmng wrth the originator’s .
payment order, made for'the purpose of making payment to the beneficiary of the order. The .
term includes any payment order issued by the originator’s bank or an intermediary bank in-
tended to carry out the originator’s payment order. A funds transfer is completed by accep-
tance by the beneficiary’s bank of a payment order for the benefit of the beneﬁcrary of the
originator's payment order.

(b) “Intermediary bank” means a receiving bank other than the ongmator s bank or the"
beneficiary’s bank. . i

(c) “Ornginator” means the sender of the first payment orderin a funds transfer.-. .~

) “Originator s bank” means (i) the receiving bank to which the payment order of the
originator is 1ssued if the: orrglnator isnota bank or (u) the ongmator if the ongmator 1s a
bank. g

History: 19900582art1s4 N I

336.4A-105 OTHER DEFINITIONS

(a) In this article: , . . .

(1) “Authorized account” means a deposit account of a customer in a bank designated
by the customer as a source of payment of payment orders issued by the customer to the bank.
If a customer does not so designate an account, any account of the customer is an authorized
account if payment of a payment order from that account is not inconsistent with a restriction
on the use of that account.

2) “Bank” means a person engaged in the business of banking and includes a savmgs :
bank, savings association, credit union, and trust company. A’ branch or separate ofﬁce ofa
bank is a separate bank for purposes of this article.

(3) “Customer” means a person, including a bank, havmg an account w1th a bank or
from whom a bank has agreed to receive payment orders.” =~ ¥ t

(4) “Funds-transfer business day” of a receiving bank means the partof a day during
which the receiving bank is open for the receipt, processing, and transrruttal of payment or-
ders and cancellations and amendments of payment orders.
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" (5) “Funds—transfer system™ mieans a wire transfer network, automated‘clearing house,
or other communication system of a clearing house or other association of banks through
ylvhlch (;1 payment order by a bank may be transmitted to the bank to which the order is ad-

resse .

(6) “Good faJth” means honesty in fact and the observance of reasonable commerma]
standards of fair dealing.
(7) “Prove” with respect to a fact means to meet the burden of estabhshmg the fact (sec-
tion 336.1-201(8)). ,
(b) Other definitions applying to the amde and the sections in wh1ch they appear
- “Acceptance.” Section 336.4A-209. ca o
. “Beneficiary.” Section 336.4A-103. - .- = .7 oo o
“Beneficiary’s bank.” Section 336.4A-103. i - - e
“Executed.” Section 336.4A-301. e e :
“Execution date.” Section 336.4A-301.
“Funds transfer.” Section 336.4A—-104.
“Funds—transfer system rule.” Section 336 4A—501
“Intermediary bank.” Section 336. 4A-104.
“Originator.” Section 336.4A-104.
_ “Originator’s bank.” Section 336. 4A-104. 7
‘" “Payient by beneﬁ01ary s bank to beneficiary.” Section 336. 4A—405ﬁ ‘
. “Payment by ongmator to beneﬁcmry ” Section 336.4A-406. -
.. +Payment by’ sender to receiving bank.” Section 336. 4A—403
. :“Payment date.” Section 336.4A-401. -
"*“Payment order.” Section-336.4A-103.
- “Receiving bank.” Section 336:4A—103.
“Security procedure.” Section 336.4A-201.
“Sender.” Section 336.4A—103. s
(c) The following definitions in article 4 apply to thlS artlcle
“Clearing house.” Sectlon 336 4—104
" “Item.” Section 336. 4104 I
“Suspends payments.” Section 336.4-104.
(d) In addition, sections 336.1-101 to 336.1-209 contain general deﬁmtlons and prin-
c1p1es of construction and mterpretatlon apphcable throughout this amcle

- History: ]990c582 art1s5; 1995 c202.art 1525

336 4A-106 TIME PAYMENT ORDERIS RECEIVED

(a) The time of I'CCClpt of a payment order or commumcahon cancehng or amendmg a
payment order is-determined by the rules applicable to receipt of a notice stated in section
336.1-201(27). A receiving bank may fix a cut—off time or times on a funds—transfer busi-
ness day for the receipt and processing of payment orders and communications canceling or
amending payment orders. Different. cut—off times may apply to payment orders, cancella-
tions, or amendments, or to different categories of payment orders, cancellations, or amend-
ments. A cut—off time may apply to senders generally or different cut—off times may apply to
* different senders orcategories of payment orders. Ifa payment order or communication can-
cehng or amendmg a payment order is received after the close of a funds—transfer business
day or after.the appropriate cut—off fime on a funds—transfer business day, the receiving bank
- may.treat the payment order or communication as received at the opening of the next funds—
transfer business day, .

(b) If this article refers to an executlon date or payment date or states aday on whlch a
receiving bank isrequired to take action, and the date or day does not fall on a: funds—transfer
business day, the next day that is.a funds—transfer business day is treated- -as-the date or day
stated, unless the contrary is: stated in this article. , e

History: 1990 ¢ 582 art 1 s 6
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336.4A-107. FEDERAL RESERVE REGULATIONS AND OPERATING CIRCU-
LARS. :

Regulations of the Board of Governors of the Federal Reserve System and operatlng
circulars of the Federal Reserve Banks supersede any inconsistent prov1s1on of this article to
the extent of the inconsistency. : _

History: / 990 c 582 art I s 7

336.4A-108 EXCLUSION OF CONSUMER TRANSACTIONS GOVERNED BY
FEDERAL LAW. .

This article does not apply to a funds transfer any part of wh1ch is govemed by the Elec-
tronic Fund Transfer Act of 1978 (Title XX, Public Law Number:95-630, 92 Stat. 3728,
United States Code, title 15, section 1693 et seq.).as amended from time to time.

History: 1990 c 582 art 158

' Part 2 o Y
ISSUANCE AND ACCEPTANCE
OF PAYMENT ORDER -

336.4A-201 SECURITY PROCEDURE.

“Secunty procedure” means a procedure established by agreement of a customer and a
receiving bank for the purpose of (i) verifying that a payment order or comrhunication
amending or canceling a payment order is that of the customer, or (ii) detecting error in the
transmission or the content of the payment order or communication. ‘A’ sécurity procedure
may require the use of algorithms or other codes, identifying words or numbers, encryption,
callback procedures, or similar security devices. Comparison of a signature on a payment
order or communication with an authonzed specimen si gnature of the customer is not by it-
self a security procedure. .

History: 1990 c 582 art1s 9

336.4A-202 AUTHORIZED AND VERIFIED PAYMENT ORDERS. ’

(a) A payment order received by the receiving bank is the authorized order of the: person
identified as sender if that person authorized the order or 1s 0therw13e bound by it under the
law of agency.

(b) If a bank and its customer have agreed that the authenticity of payment orders issued
to the bank in the name of the customer as sender will be verified pursuant to a security proce-
dure, a payment order received by the receiving bank'is effective as the order of the customer,
whether or not authorized, if (i) the security procedure is a commercially reasonable method
of providing security against unauthorized payment orders, and (ii) the bank proves that it
accepted the payment order in good faith and in compliance with the security procedure and
any written agreement-or instruction of the customer re'stricting-acceptance of payment or-
ders issued in the name of the customer. The bank is not required to follow an instruciion that
violates a written agreement with the customer or notice of whichis notreceived at atime and
ina manner affording’ the bank a reasonable opportumty toact on 1t before the payment order
is accepted

(c) Commerc1a1 reasonablenéss of a security procedure isa questlon of law to be deter—
mined by considering the wishes of the customer expressed to the bank;, the c1rcumstances of
the customer known to the bank, including the size, type, and frequency of payment orders
normally issued by the customer to the bank, alternative security procedures offered to the
customer, and security procedures in general use by customers and receiving banks smularly ’
situated. A security procedure is deemed to be commercially reasonable if (i) the security
procedure was chosen by the customer after the bank offered, and the customeér refused, a
security procedure that was commercially reasonablé for that customer, and (ii) the customer
expressly agreed in writing to be bound by any payment order, whether or not authorized,
issuedin its name and accepted by the bank in compliance with the secunty procedure chosen
by the customer. :
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© (d) The term “sender” in this article includes the customer in whose name a ‘payment
orderis issued if the order is the authorized order of the customer under subsectlon (a), oritis,
effective as the order.of the customer under subsection (b). ) . i
.(e) This section‘applies to amendments and cancellatlons of payment orders to the same
-extent it applies to payment.orders. . .7 X )
® Except as provided'in this séction and in section 336 4A—203(a)(1) nghts and ob—
hgatlons arising.undeér this section or section 336. 4A—203 may not be vaned by agreement

Hlstory ]990 c 582 art Is 10
.

336 4A—203 UNENFORCEABILITY OF CERTAIN VERIFIED PAYMEN T OR-
DERS

- (a) If-an-accepted payment order is not, under section 336.4A. 202(a), an authonzed or-
der of acustomeridentified as sender; butis effective as'an order of the customer pursuant to -
sectlon 336.4A.202(b), the following rulés apply S :

(1) By express written agreement, the i rece1v1ng bank may hrmt the extent to whrch itis
' entrtled to’ enforce orretain' payment of the paymient order. -

2) The recelvmg bank is not ent1t1ed to'enforce or retdin payment of the payment order
-if the customer proves that the order was not’ caused dlrectly or 1nd1rectly, by a person @)
entrusted at: any time with duties to act for the customer with respect to payment orders or the
security procedure or (11) ‘who obtained access to transnuttmg facilities of the customer or
who'dbtaitied, from a'sotirce controlled by the customer and'without authority of the receiv-
ing bank, information facilitating breach of the security procedure, regardless 6fhow the'in-
formation was obtainied or- whether the customer was at fault..Information-includes-any ac-
cess device, computer software, or the like.

" (b) This section apphes to amendments of payment orders to the same extent it apphes
to payment orders.

"History: 1990 ¢ 582t I's 11 . '

336 4A-204" REFUND OF PAYMENT AND DUTY OF CUSTOMER TO REPORT
WITH RESPECT TO UNAUTHORIZED PAYMENT ORDER:'

(@ Ifa recelvmg bank accepts a payment order issued in the name of i its ‘customer as
. sénder which'is (i) not authorized and fiot effective as the order of the customer under section
336.4A-202, or (ii) not enforceable, . in whole or in part, agalnst the customer under section
336.4A=203, thie bank shall refind any payment of the payment order received from the cus-
tomer to the extent the bank is not entitled to enforce paymént and shall pay interest on the
refundable amount calculated from the date the bank received payiment to the date:of the re-
fund. However, the customer is not entitled to interest from the bank on the amount to be
refunded if the customer fails to exercise ordinary éare to détermine that the order was not
atithorized by the customier and to notify the bank of the relevant facts within a reasonable
time hot exceéding 90- days after the date the customer received notification from the bank
that the order: was- accepted-or that the clistomer’s account was debited withirespect to:the
order. The bank is not entitled to any recovery from the customer on account of a farlure by
the customer to give notification as stated in this section. ' - ,

“ (b) Reasonablé time tinder subsection (a) may be fixed by agreement as stated in sectlon
336.1-204(1), but the obligation of a receiving bank to refund payment as-stated in'subsec- .
tlon (a):may nof otherwise be varied by agreement - ST OEN L SN

Hlstory I990c582 artI s 12 ST ’ E ff" e g
336 4A-205 ERRONEOUS PAYMENT ORDERS v ;

‘(a) If an accepted payment order was transmitted pursuant to a. secunty procedure for
the detection of error and the payment order (i) ‘erroneously instructed paymenttoa benefi-
ciary notintended by ‘the sender, (ii) erroneously instructed payment in'an amount greater
than the amount intended by the sender, or (iii) was an erroneously transmitted. duphcate of a
payment order previously sent by the sender, the following rules apply:

« (1) If.the sender proves:that the sender or a person acting on behalf of the sender pur-
suant to section 336.4A-206 complied with the security procédure and that the error would
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have been detected if the rece1v1ng bank had also complied, the sender is not obhged to pay
the order to the extent stated in paragraphs (2)-and (3). o
(2) If the funds transfer is completed on the basis of an erroncous payment order de-
“scribed in clause (i) or (iii).of subsection (a), the sender is not obliged to pay the order and the
~ receiving bank isentitled to recover from the beneficiary arly amount paid to therbeneﬁcrary
to the extent allowed by the law governing mistake and restitution., .. . . .
.- (3) If the funds transfer is completed on the basis of a payment order descnbed in clause
'(11) of subsection (a), the sender is not obliged to pay the order to the extent the amount re-
ceived by the beneﬁcrary is greater.than the amount intended by the sender. In that case, the
receiving bank is entitled to recover from the beneficiary the excess amount recelved>t0 the
extent allowed by the law governing mistake and restitution. y
- (b) If (i) the sender of an erroneous payment order described in subsection (a) is not
- obligedto pay all or part of the order, and (ii) the sender receives notification from the receiv-
ing bank that the order was accepted by the bank or that the sender’s account was debited with
respect to the order, the sender has a duty to exercise ordinary care, on the basis of.informa-
tion available to the sender, to discover the error with respect to the order and to advise the
bank of the relevant facts within a reasonable time, not exceeding 90 days, after the bank’s
notification was received by the sender. If the Jbank proves that the sénder failed to perform
that duty, the sender is liable to the bank for the loss the bank proves it incurred as a result of
the failure, but the liability of the sender may not exceed the amount of the sender s order.
(c) This section apphes to amendments to payment orders to the same extent it apphes to
payment ¢ orders 4 . o S

History: 1990 ¢ 582.ait 1 s 13

336. 4A—206 TRANSMISSION OF PAYMENT ORDER T‘HROUGH FUNDS—
TRANSFER OR OTHER COMMUNICATION SYSTEM. =~ *

(a) If a payment order addressed to a receiving bank is transmitted to a funds—transfer
system or other third—party communication system for transmittal to the barik, the system is
deemed to be an agent of the sender for the purpose of transmitting the payment order to the
bank. If there is a dlscrepancy between the terms of the payment order transmitted to the sys-
tem and the terms.of the payment ¢ order transmitted by the system to the bank, the terms of the
payment order of the sender are those transmittéd by the system. This secnon does not apply
toa funds—transfer system of the Federal Reserve Banks.

_(b) This section applies to cancellatlons and amendments of payment orders to the same
extent it. applies to payment orders : . . oL

‘History: 1990 c 582 artls 14

336.4A-207 MISDESCRIPTION OF BENEFICIARY ; 3

(a) Subject to subsection (b), if, in a payment order recelved by the beneﬁclary s bank
the name, bank accountnumber, or other identification of the beneficiary refers to a nonexis-
tent or unidentifiable pérson or account, no person has nghts as abeneficiary of’ the order and
acceptance of the order cannot occur.

(b) If a payment order received by the beneﬁcrary sbank identifies the beneﬁcrary both
by name and by an identifying or bank account number and the ndme-and number 1dent1fy
. different persons, the following rules apply: e o

(1) Except as otherwise provided in subsection (c), if the beneﬁc1ary 'S bank does not
know that the name and number refer to different persons, it mayrely on the number as the
proper identification of the beneficiary of the order. The beneficiary’s bank need not deter-
mine whether the name and number refer to the same person:- .

:(2) If the beneficiary’s bank pays the person identified by name orknows that the name
and nuinber identify different persons, no person has rights as:beneficiary except the person
paid by the beneficiary’s bank if thatperson was entitled to receive payment from the origina-
tor of the funds transfer Ifno person hasri ghts as beneﬁc1ary, acceptance of the order cannot
occur. -

+(c) If.(i).a payment order descnbed in subsectron (b)is accepted (n) the originator’s
payment order described.thé beneficiary inconsistently by name and number, and (iii) the
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beneﬁclary s bank pays.the person 1dent1ﬁed by number as perrmtted by subsectlon (b)(l)
the following rules apply: -~ .~ :

(1) If the originator is a bank, the onglnator is obhged 10 pay its order.

(2) If the originator is not a bank and proves that the person identified by number was not
entitled to receive payment from the ongmator the originator is not obliged to pay its order
unless the ongmator s bank proves that the originator, before acceptance of the originator’s
order, had notice that payment of a payment order issued by the originator might be made by
the beneficiary’s bank on the basis of an identifying or bank account number evenif itidenti-
fies a person different from the named beneficiary. Proof of notice may be made by any ad-
missible evidence. The originator’s bank satisfies the burden of proof if it proves that the
originator, before the: payment order was accepted signed a wntmg statlng the 1nformat10n
to which the notice relates. -

(d) Ina case governed by subsectlon (b)( 1) 1f the beneﬁclary s bank rlghtfully paysthe -
person identified by number and that person was not entitled to receive payment from the
originator, the amount paid may be recovered from that person to the extent allowed by the
law governing mistake and restitution as-follows::

(1) If the originator is obliged to pay its payment order as stated in subsectlon ©, the -
ongmator has the'right to recover. =/ :

(2)If the or1g1nator isnota bank’ and is not’ o"bhged topay its payment order, the ongma— o
tor’s bank has the right to Tecover. - : v L

Hlstory ]990c582art]s]5 N R e v ;

P oer f,r B

336. 4A—208 MISDESCRIPTION OF INTERMEDIARY BANK OR BENEFICIA- o

RY’S BANK. "

* (a) This subsectiof applies tod payment order 1dent1fymg an 1ntermed1ary bank or the
beneﬁclary s bank only'by an 1dent1fymg number, . !

) Thér receiving bank may rely on the number asthe p proper 1dent1ﬁcat10n of the 1nter-_ :
medlary or beneﬁclary s bank and need not determine whether the number identifies a bank

) The sender is obhged to, compensate the rece1v1ng bank for any loss and expenses
1ncurred by the receiving bank as a result of 1ts rehance on the number i in executing or at-
' tempting to execute the order.

(b) This subsection applies toa payment order 1dent1fy1ng an 1nte1med1ary bank or the
beneficiary’s’bank both by name and an 1dent1fy1ng number if the name and number 1dent1fy
different persons. '

(1) If the senderis a bank the recelvmg bank may rely on the number as the proper 1den-
tification of the intermediary orbeneficiary’sbank if the receiving bank, when it executes the
sender’s order; does not know that the name and number identify different persons. The re-
ceiving bank need not-determine whether the name and number refer to the sameperson of -
whether the number refers to a bank. The sender is obliged to compensate the receiving bank
for any loss and expenses incurred by the receiving bank as a result ofits rehance onthenum- -
ber in executing or attempting to execute the order. -

(2) If the sender is not a bank and thé réceiving bank proves that thé'seilder, before the
payment order was:accepted, had notice that the receiving bank might rely.on the number as
the proper identification of the intermediary or beneficiary’s bank even if it identifies a per-
son different from the bank identified by name, the rights and obhgatlons ‘of the sender and |
the receiving bank are governed by subsection (b)(1), as though the sender were a bank.
Proof of notice may be made by any admissible evidence: The receiving bank satisfies the
burden of proof if it proves that the sender, before the payment order was accepted st gned a
wntlng stating the information to which the notice relates.:. e ,

-(3) Regardless of whether the sender is'a bank, the recelvmg bank may rely on the name
as the proper identification of thé intermediary or beneficiary’s bank if the receiving bank, at
the time it executes the sender’s order, does not know that the name and number identify dif-
ferentpersons. The rece1v1ng bank need not determme whether the name: and number refer to
the same person ST . T
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‘@) If the receiVing bank knows that the name and numberidentify’different persons,
reliance on either the name or the number in executing the sender’s payment order isabreach
of the obligation'stated in section 336.4A-302(a)(1). , .

History: 1990 ¢.582 art 1.5 16

336. 4A-209 ACCEPTANCE OF PAYMENT ORDER

(a) Subject to subsection (d), areceiving bank other than the beneﬁcrary s bank accepts
a payment order when it executes the order- .

{(b).Subject to subsections (c) and (d),a: beneﬁc1ary s bank accepts a payment order at
the earliest of the following times: '

(1) when. the bank (i): pays the beneﬁcrary ‘as stated in. sectron 336 4A—405(a) or
336.4A-405(b), or (ii) notifies the beneficiary of receipt of the order or thatthe accountof the
beneficiary has been credited with respect to the order unless the notice indicates-that the

" bank s rejecting the order or that funds with respect to the-order may not be. wrthdrawn or

used until receipt of payment from the sender of the.order; . ;.. 1 , .
: (2) when the bank receives payment of the entire. amount of the sender ] order pursuant
to section 336.4A-403(a)(1) or 336.4A-403(a)(2); or, :
' (3) the opening of the next funds—transfer business day- of the bank followrng the pay-
ment date of the order if, at that time, the-amount of the sender’s order is fully covered by a

. withdrawable credit balance in an authofized account of the sender or the bank has otherwise
- received full payment from the sender, unless the order was re_]ected before that time or is

rejected within (i) one hour after that time, or (ii) one hour after the opening of the next busi-
ness day of the sender following the payment date if that time is later. If notice of rejection is

" " received by the sender after the payment date and the authorized account of the sender does

not bear interest, the bank is obliged to pay interest to the sender on the amount of the order
for the number of days elapsing after the payment date to the day the sender receives notice or
* learns that the order was not accepted, counting that day asan elapsed day, If the withdraw-
able credit balance during that period falls below the amount of the order the amount of inter-
est payable is reduced accordrngly ' N
(c) Acceptance ofa payment order cannot occur before the order is recelved by thie re-

ceiving bank. Acceptance does ot occur under Subsection (b)(2) or (b)(3)if the beneficiary '
of the payment order does not have an‘account with the receiving ‘bank, the account has been
closed, or the recervrng bank is not perm]tted by law to recelve cred1ts for the beneﬁcrary s
account. - SN
.7 (d)'A payment order 1ssued to the ongrnator ] bank cannot be accepted untll the pay-

ment date if the bank is the beneficiary’s bank, or the execution date if the bafk:is not the
beneficiary’s bank: If the originator’s bank executes the originator’s payment order before
the execution date or pays the beneficiary of the originator’s payment order before the pay-
ment date and .the payment -order is subsequently canceled pursuant to  section
336.4A-211(b), the bank may recover from the beneficiary any payment received to the ex-
tent allowed by the law governing mistake and restltutron i

History: 1990 ¢ 582 art 15 17

336.4A-210-REJECTION OF. PAYMENT ORDER . :

(a) A')payment order is rejected by therecéiving bank by a not1ce of re_]ectlon transnutted
to the sender orally,electronically, orin writing. A notice of rejectlon need notuse any partic-
ular words and is sufficient if it indicates that the receiving bank is re_]ectmg the order or.will
not execute or pay "the order. Rejection is effective when the notice is grven if transmission is
by a means that is reasonable in the circumstances. If notice.of rejection is given by a means
thatis not reasonable, rejection is effective when the notice is received. If an agreement of the
sender and receiving bank establishes the means to be used to reject a payment order, (i) any
means complying with the agreement is reasonable and (ii)- any means not complying is not
reasonable unless no srgmﬁcant delay in recerpt of the notice resulted from the use-of the
» noncomplymg means:

" (b).This subsectlon applies 1f a recervmg bank other than the beneﬁc1ary s bank fails to
execute a payment order despite the existence on the execution date of a withdrawable credit
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balance in an authorized account of the sender sufficient to cover the order. If the sender does
not receive notice of rejection of the order on the execution date and the authorized account
of the sender does not bear interest, the bank is obliged to pay interest to the sender-on the
amount of the order for the number of days elapsing after the execution date to the earlier of
the day the order is canceled pursuant to section 336.4A-211(d) or the day the sender re-
ceives notice or learns that the order was not executed, counting the final day of the period as
an elapsed day. If the withdrawable credit balance during that period falls below the amount
of the order, the amount of interest is reduced accordmgly X -

(c) If a receiving bank suspends payments all unaccepted payment orders 1ssued to it
are deemed rejected at the time the bank suspends payments.

) Acceptance of apayment, order precludes a later rejection of the order Rejectron ofa
payment order precludes a later acceptance of the order. - Co Co e

History: 1990 ¢ 582 art 1 518

336.4A-211 CANCELLATION AND AMENDMENT OF PAYMENT ORDER: " . -/
(a) A communication of the sender of a payment order canceling or amending the order
may bé transmitted to the réceiving bank orally, electronically, or in writing. If a security pro-
cedureis in effect between the sender and the receiving bank, the communication is noteffec-
tive to cancel or amend the order unless the communication is verified pursuant to the securi-
ty procedure or the bank agrees to the cancellation or amendment. :

(b) Subject to subsection (), a communication by the sender canceling or amending a
payment order is effective to cancel or amend the order 1f notice of the communication is
received at a time and in a manner affording the rece1v1ng ‘bank a reasonable opportunlty to
act on the communication before the bank accepts the payment order.

(c) After a payment order has been accepted, cancellation or amendment of.the order is
not effective unless the receiving bank agrees or a funds—transfer system rule allows can-
cellation or amendment without agreement of the bank:

(1) With respect to a payment order accepted by a rece1v1ng bank other than the beneﬁ—
ciary’s'bank, cancellation or amendment is not effective unless'a conforming cancellation or
amendment of the payment order issued by the receiving bank is also made. ‘

© (2)'With respect to a payment ordér accepted by the beneficiary’s bank, cancellation'or
amendment is not effective Unless the 'order was issued in execution of an‘unauthorized pay-
ment order, or becausé of ‘a mistake by a sender in the funds transfer which resulted in‘the
issuance of a payment order (i) that is a duplicate of a payment order previously issued by the
sender, (ii) that orders payment to a beneficiary not entitled to receive payment from the orig-
inator, or (iii) that orders payment in an amount greater than the amount the beneficiary was
‘entitled to receive from the originator. If the payment order is canceled or amended, the bene-
ficiary’s bank is entitled to recover from the beneficiary any amount paid to the beneﬁc1ary to
the extent allowed by the law governing mistake and restitution.

-(d) An unaccepted payment order is canceled by operation of law at the close of the ﬁfth
funds—transfer business day of the receiving bank after the execution date or payment date of.
the order. NI

"(e) A canceled payment order cannot be accepted. If an accepted payment order is can-
celed, the acceptance is nullified and no person has any right or obligation based on the ac-
ceptance. Amendment of a payment-order is déemed to be cancellation of the original order
at the time of amendment and issue of anew payment order in the amended form at the same
time. : B =
(f) Unless otherwise provrded in‘an agreement of the parties orina funds—transfer sys-
tem rule, if the receiving bank, after accepting a payment order, agrees to cancellation-or -
amendment of the order by the sender or is bound by a funds—transfer system rule allowing
cancellation or amendment without the bank’s agreement, the sender, whether or not can-
cellation or amendment is effective, is liable to the bank for any loss and expenses, including
reasonable attorney’s fees, incurred by the bank asa result of the cancellation or amendment
or attempted cancellation or amendment. < " : S e e .
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(g) A payment order is not revoked by the death or legal incapacity of the sender unless
the receiving bank knows of the death or of an adjudication of incapacity by a court of compe-
tent jurisdiction and has reasonablé opportunity to act before-acceptance of the order.

A funds—transfer system rule isnot effectlve to the extent it conﬂlcts with subsection
(c)(2).

Hlstory 1990 ¢ 582 art1s19 "

336.4A-212 LIABILITY AND DUTY OF RECEIVING BANK REGARDING UN-
ACCEPTED PAYMENT ORDER.

If a receiving bank fails to accept a payment order that'it is obhged by express agree-
mient to accept, the bank is liable for breach of the agreemient to the extent provided in the
agreement or in this article, but does not otherwise have any duty to accept a payment order
or, before acceptance, to take any action, or refrain from taking action, with respect to the
order except as provided in this article or by express agreement. Liability based on accep-
tance arises only when acceptance occurs as stated in section 336.4A—209, and liability is
limited to that provided in this article: A receiving bank is not the’agent of the sender or bene-
ficiary ofthe payment order it accepts, or of any other party to the funds transfer, and the bank
owes no duty to any party to the funds transfer exceptas prov1ded inthisarticle or by express
agreement ;

Hlstory I990c582art1s20 B o coe

Part3 .
EXECUTION OF SENDER’S PAYMENT
ORDER BY RECEIVING BANK

'336.4A-301 EXECUTION AND EXECUTION DATE. :

(a) A payment order is “executed” by the receiving bank when it issues a payment order
intended to carry out the payment order received by the bank. A payment order rece1ved by
the beneﬁaary s bank can be accepted but cannot be executed. - . e

" (b) “Execution date” of a payment order means the day on which the recelvmg bank
may properly issue a payment order in execution of the sender’s order. The execution date
may be determined by instruction of the sender but cannot be earlier than the day the order is
received and, unless otherwise determined, is the day the order is received. If the sender’s
instruction states a payment date, the execution date is the payment date or an earlier date on
which execution is reasonably necessary to allow payment tothe beneﬁc1ary on the payment
date. _ A

Hlstory 1990 c 582 art I s 21

336. 4A—302 OBLIGATIONS OF RECEIVING BANK IN EXECUTION OF PAY-
MENT ORDER.

(a) Except as provided in subsectxons (b) through (d) if the receiving bank accepts a
- payment order pursuant to section 336.4A-209(a), the bank has the following obllgatlons in
execunng the order:

- (1) The receiving bank is obliged to issue, on the execution date, a payment order com-
plying with the sender’s order and to follow the sender’s instructions concerning (i) any in-
termediary bank or funds—transfer system to be used in carrying out the funds transfer; or (ii)
the means by which payment orders are tobe transmitted in the funds transfer. If the origina-
tor’s bank issues a payment order to an intermediary bank, the originator sbank is obliged to
instruct the intermediary bank according to the instruction of the originator. An intermediary

. bank in the funds transfer is similarly bound by an instruction given to it by the sender of the
payment order it accepts.

(2) If the sender’s instruction states that the funds transfer isto be carried out telephom—
cally or by wire transfer or otherwise indicates that the funds transfer is to be carried out by
the most expeditious means, the receiving bank is obliged to transmit its payment order by
the most expeditious available means, and to instruct any intermediary bank accordingly. If a
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sender’s instruction states a payment date, the receiving bank is obliged to transmit its pay-
ment order at atime and by means reasonably ‘necessary to allow payment to the beneﬁcrary
on the payment date or as soon théreafter as is feasible: -

- (b) Unless otherwise instructed, areceiving ‘bank executlng apayment order may (i) use
any ‘funds—transfer system if use of that-system'is reasonable in the circumstances; and (ii)
issue a payment order to the beneficiary’s bank or to an intermediary bank through which a
payment order’ conforrmng tothe sender’s order can expedltlously be issued to the beneficia-
ry’s bank if the receiving bank exercises ordinary care in the sélection of the intermediary
bank. A receiving bank is not requrred to follow an instruction of ‘the sender desrgnatmg a
funds—transfer system to be used in carrying out the funds transfer if the receiving bank, in
good faith, detérmines that it is not feasible to follow the instruction’ or. that following the
instruction would unduly delay completion of the funds transfer:* :

(¢) Unless subsection (a)(2) applres or'the recervmg bank is otherw1se instructed, the
bank may execute a payment order by transmlttrng its payment order by first class mail or by
any means reasonable in thé" c1rcumstances If the receiving bank i$ instructed to execute the
sender’s order by transmitting it payiment order by a particular means, the receiving bank
may issue its payment order by the means stated or by any means as expedltrous as the means
stated.

G Unless 1nstructed by the sender (1) the recervmg bank may not obtain payment of its
charges for services and expenses in connection with the execution of the sender’s order by
issuing a payinent order in an amount equal {o' the amount of the sender’s order less the
amount of the charges and (ii) may not 1nstruct a subsequent recelvmg bank to obtain pay—
‘ment of its charges in the same manner., '~

History: 1990 ¢ 582 art 15 22

336 4A-303 ERRONEOUS EXECUTION OF PAYMENT ORDER."

(a) A receiving bank that (i) executes. the payment order of the sender byi 1ssu1ng a pay-

-ment order in an amount greater, than the amount of the $ender’s order, or (ii) issues a pay-

ment order in execution of the sender’s order and then issues a duphcate order, is entitled to
payment ¢ of the amount of the sender’s order under section 336. 4A—402(c) if that subsection
is otherwise satisfied. The bank is entitled to recover from the beneficiary of the erroneous
order the excess payment recelved to the extent allowed by the law governmg mrstake and
restitution.

(DA, receivin g bank that executes the payment order of the sender by i issuing a payment
order in an amount less than the amount of the sender’s order is entitléd to payment of the
amount of the sender’s order under section 336. 4A—402(c) if (i) that subsectron is otherwise
satisfied and (ii) the bank ¢ corrects its mistake by i issuing an additional payment order for the
benefit of the beneﬁcrary ‘of the sender’s order. Tf the érror is not Corrected, the issuer of the
erroneous order is entitled to receive or retain payment from the'sender of the order it ac-
cepted only to the extent of the amount of the erroneous order. This subsection doesmot apply
if the receiving bank executes the sender’s payment order by issuing a payment order in an
amount less than the amount of the sender’s order for the purpose of obtaining payment of its
charges for services and expenses pursuant to instruction of the sender.

(c) If a receiving bank executes the payment order of the sender by issuing a payment
order to a beneficiary different from the beneficiary of the sender’s order and the funds trans-
fer is completed on the basis of that error, the sender of the payment order that was erroneous-
ly executed and all;previous senders in the funds transfer are not obliged to pay the payment
orders they issued. The.issuer of the erroneous order is entitled to recover from the beneficia-
ry of the order the payment received to the extent allowed by the law govemmg nustake and
restitution. o : I P

Hlstory 1990 c 582 art 1 s 23 L

336.4A-304 DUTY OF SENDER TO REPORT ERRONEOUSLY EXECUTED PAY-
MENT ORDER.

- If the sender of a payment order that is. erroneously executed as stated in sectron
336 4A-303 receives notification from the receiving bank that the order wasexecuted or that
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the sender’s account was debited with respect to the order, the sender has a duty to exercise
ordinary care to determine, on the basis of information available to the sender, that the order
was erroneously executed and to notify the bank of the relevant facts within areasonable time
not exceeding 90 days after the notification from the bank was received by the sender. If the
sender fails to perform that duty, the bank is not obliged to pay interest on any amount refund-
.able to the sender under section 336.4A—402(d) for the period before the bank learns of the
execution error. The bank is not entitled to any recovery from the sender on account of a fail-
.ure by the sender.to perform the duty stated in this section. »

Hlstory 1990 c 582 art 1 s 24

336.4A-305 LIABILITY FOR LATE OR IMPROPER EXECUTION OR FAILURE
TO EXECUTE PAYMENT ORDER.

. (a) If a funds transfer is completed but executlon of a payment order by the. recervmg
bank in breach of section 336.4A-302 results in delay in payment to the beneficiary, the bank
is obliged to pay interest to either the originator or the beneﬁcwry of the funds transfer for the
period of delay caused by the improper execution. Except as provrded in subsectron (c), addi-
tional damages are not recoverable. :

(b) If execution of a payment order by a rece1v1ng bankin breach of sectron 336.4A-302
results in (i) noncompletion of the funds transfer, (ii) failure to use an intermediary bank des-
ignated by the. originator, or (iii) issuance of a payment order that does not comply with the
terms of the payment order of the originator, the bank is liable to.the ongmator for its ex-
penses in the funds transfer and for incidental expenses and interest losses, to the extent not
covered by subsection (a), resulting from the improper execution. Except as provided in sub-
section (c), additional damages are not recoverable.

(c) In addition to the amounts payable under subsections (a) and (b), damages, including
consequential damages are recoverable to the extent prov1ded in an express wrrtten agree-
ment of the receiving bank.

(d) If a receiving bank fails to execute a payment order it was obliged by express agree-
ment to execute, the receiving bank is liable to the sender for its expenses in the transaction
and for incidental expenses and interest losses resulting from the failure to execute. Addi-
tional damages, including consequential damages are recoverable to the extent provided in
an express written agreement of the receiving bank, but are not otherwise recoverable.

(e) Reasonable attorney’s fees are recoverable if demand for compensatlon under sub-
section (a) or (b) is made and refused before an action is brought on the claim. If a claim is
made for breach of an agreement under subsection (d) and the agreement does not provide for
damages, reasonable attorney’s fees are recoverable if demand for compensation under sub-
section (d) is made and refused before an action is brought on the claim. -

(f) Except as stated in'this section, the liability of a recelvmg bank under subsectlons (a)
and (b) may not be vaned by agreement.

Hlstory 1990 ¢ 582, artls25

.

Part4 -~
PAYMEgNT co

336.4A-401 PAYMENT DATE - N aEs '

“Payment date” of a paymient order means the day on whrch the amount of the order is
payable to the beneficiary by the beneficiary’s bank: The payment date may be determined
by instruction of the sender but cannot be earlier than the day the order is received by the
beneficiary’s bank and, unless otherw1se deterrmned is the day the order is recelved by the
beneficiary’s bank. - ° ‘ o

History: 1990 ¢ 582 art 1 s 26 :

336.4A—402 OBLIGATION OF SENDER TO PAY RECEIVING BANK.

(a) This section is subject to sections 336.4A-205 and 336.4A-207. *

(b) With respect to a payment order issued to the beneficiary’s bank, acceptance of the
order by the bank obliges the sender to pay the bank the amount of the order but payment is
not due until the payment date of the order.
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'(¢) This: subsectlon is subJect to subsection'(€) and to section 336.4A-303. With respect
tod payment order issuedto.a receiving bank other than the beneficiary’s bank, acceptance of
the order by the receiving bank obliges the sender to pay the bank thé:amount of the sender’s
order. Payment by the sender is not due until the execution date of the sender’s order. The
obligation of that sender to pay its payment order is excused if the funds transfer is not com-
pleted by acceptance byithe beneficiary’s bank of a payment order 1nstruct1ng payment to the
beneficiary of that sender’s payment order.

(d) If the sender of a payment order pays the order and was not obhged to pay all or part
of the amount paid, the bank receiving payment is.obliged to refund payment to thie extent the
sender was notobliged to pay. Exceptas provided in sections336:4A-204 and 336. 4A—304
interest is'payable on the refundable amount from the date of payment.

(¢) If a.funds transfer is not.completed-as stated in subsection (c) and an intermediary
bank is obliged to refund payment as stated in subsection (d) but is unable t6 do so because
not permiitted by applicable law or because the bank suspends payments;a sender in'the funds
transfer'that executed a payment order in compliance with an instruction, as‘stated in section
336. 4A—302(a)(1) to route the funds transfer through that intermedifry bankris-entitled to
receive or retain payment from the sender of the payment order that it accepted. The first
sender in the funds transfer that issued an instruction requiring routing through that interme-
diary bank is subrogated to the nght 'of the bank that pard the mtennedlary bank torefund as
stated in subsection (d). S

(f)'The right of the sender ofa payment order to be excused from the obhgatron to pay
the order as statedi in subsectlon (c) orto recerve refund under subsectlon ) may not be var-
1ed by agreement ﬂ o . ) Pt

. History; 1990 ¢ 582 art 1527 G s e

o -
b !
i

336 4A—403 PAYMENT BY SENDER TO RECEIVING BANK Do
(a) Payment of the sender’s obhgatlon under section 336. 4A—402 to pay the recelvmg
bank occurs as follows: - .. oo TR TR Sk
* (1) Ifthe sendérisa bank, payment occur's when the recelvmg bank réceives ﬁnal settle:
ment of the obligation through a Federal Reserve Bank or. through afunds=transfer systeri.

"(2) If theé sender is a bank’ ‘and the sender @) cedited an account of the receiving bank
with the sender, or (ii) caused an account of the receiving bank in another bank to be credited,
payment occurs when the credit is withdrawn or, if not withdrawn, at midnight of the day on
which the credit is withdrawable and the receiving bank learns of that fact.

(3) If the rece1v1ng bank debits‘an account of the ‘sender with the rece1v1ng ‘bank, pay-
ment occurs when the debit is made to the extent the deb1t is covered bya w1thdrawable credlt

: balance in the account. e PR et

“(b) If the sender and rece1v1ng bank are merhbers of : a funds—transfer system that nets
obhgatrons multilaterally among part101pants thé receiving ‘bénk receives final settlement
when settlement is complete in accordance with the rules of the system. The obligation of the
sendér to pay the amount of a paymient order" ‘transmitted through the funds—transfer system

" may be satisfied, to thé extentpermitted by the rules of the system, by setting off and applying
" against the sender’s obligation the right of the sefider to receive payment from the rece1v1ng
bank-of the amount of any other payment order transmitted to the sender by the receiving
bankthrough the funds—transfer system. The: aggregate balance of obligations.owed by each
sender-to each receiving bank in the funds—transfer system may be satisfied, to the-extent
permitted by the tules of the system, by setting off and applying against that balante the ag-
gregate balance of obligations owedto the sender by other members of the system. The ag-
gregate-balance is determined after the nght of setoff stated in.the second. sentence of this
subsection has been exercised: SR i e

(c) If two banks transmit-payment orders to each other under an’ agreement that settle—
ment of the obligations'of each bank to the othet under section 336.4A-402 will'be madeé:at
the end of thé day'6r other period, the total amount owed with respect toallorderstransmitted
by one bank shall beset-off agamst the total amount owed with respect to all orders trans-
mitted by the other bank. Tothe extent of the setoff, each bank has made paymentto the'other
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. - (d)In acase not covered by subsection (a), the time when payment of the sender’s ob-
ligation under section 336.4A—402(b) or 336.4A-402(c) occurs is govemed by apphcable
principles of law that determine when an obligation is satlsﬁed ,

History: 1 990 c582artl1s28

336.4A-404 OBLIGATION OF BENEFICIARY’S BANK TO PAY AND GIVE NO-
TICE TO BENEFICIARY.

(a)-Subject to sections 336.4A-211(e), 336.4A-405(d), and 336 4A~405(e), if abenefi-
ciary’s bank acceptsa payment order;the bank is obliged to pay the amount of the order to the
beneficiary of the order. Payment is due on the payment date of the order, but.if acceptance
occurs on the payment date after the close of the funds—transfer business day of the bank,
payment is due on the next funds—transfer business.day. If the bank refuses to pay after de-
mand by the beneficiary and receipt of notice of particular circumstances that will giverise to
consequential damages as a result of nonpayment, the beneficiary may recover damages re-
sulting from the refusal topay to the extent the bank had notice of the damages, unless the
bankproves that it did not pay because of a reasonable doubt concerning the right of the bene-
ficiary to payment.

“(b) If a payment order accepted by the beneﬁcmry s bank instructs payment to an ac-
count of the beneficiary, the bank is obliged to notify the beneficiary of receipt of the order
before midnight of the next funds-transfer business day following the payment date. If the
payment order does not instruct payment to an account of the beneficiary, the bank is re-
quired to notify the beneficiary only if notice is required by the order. Notice may be given by
first class mail or any other means reasonable in the circumstances. If the bank fails to give
the required notice, the bank is obliged to pay interest to the beneficiary on the amount of the
payment order from the day notice should have been given until the day the beneficiary
learned of rece1pt of the payment order by the bank. No other damages are recoverable. Rea-
sonable attomey s fees are also recoverable if demand for interest is made and refused before
an:action is‘brought on the claim. Con

(c) Theright of a beneficiary toreceive payment and damages as stated in subsection (a)

_may not be varied by agreement or-a funds—transfer system rule. The right of a beneficiary to
be notified as stated in subsection(b) may be,varied by agreement of the beneficiary or by a
funds—transfer system.rule 1f the beneﬁmary is notified of the rule before’ initiation of the

funds transfer . L . .

 History: 1990 ¢ 582 artls 29

- 336.4A—405 PAYMENT BY BENEFICIARY’S BANK TO BENEFICIARY
(a) If the beneﬁc1ary s bank credits an account of the beneficiary of a payment order,
payment of the bank’s obligation under section 336.4A—404(a) occurs when and to the extent
(i) the beneficiary is notified of the right to withdraw the credit, (ii) the bank lawfully applies
the credit to a debt of the beneficiary, or (iii) 1 funds w1th respect to the order are 0therw1se
made available to the beneficiary by the bank.
. (b) If the beneficiary’s bank does not credlt an account of the beneﬁcmry of a payment
order, the time when payment of the bank’s obligation under section 336.4A—404(a) occurs -
is governed by, principles of law that determine when an obligation is satisfied. - ;..

©) Except as stated in subsections (d) and (e), if the beneficiary,'s bank pays the beneﬁ-
ciary of a payment order under a condition to payment or agreement of the beneﬁclary giving
the bank the right to recover payment from the beneficiary if the bank does not receive. pay—
ment.of the order, the condition to payment or agreement-is not enforceable. . .. i,

-(d) A funds—transfer system rule miay provide that payments made to beneﬁc1ar1es of
funds transfers made throughthe system are provisional until receipt of payment by the bene-
ficiary’s bank of the payment order it accepted. A beneficiary’s bank that makes a payment
that is provisional under the rule is entitled to refund from the beneficiary-if (i) the rule re-
quires that both the beneficiary and the originator be given notice of the provisional nature of
the payment before the funds transfer is initiated, (ii) the beneficiary, the beneficiary’s bank,
and the originator’s bank agreed to be bound by the rule, and (iii) the beneficiary’s bank did
not receive payment of the payment order that it accepted. If the beneficiary is obliged to
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refund payment to the beneficiary’s bank, acceptance of the payment order by the beneficia-
ry’s bank is nullified and no payment by the originator of the funds transfer to the beneﬁc1ary
occurs under section 336 4A=406.

* (e) This subsection apphes to a fundstransfer that 1ncludes apayment order transmltted
oVér a funds—transfer system that (i) nets obligations multilaterally among participants, and
(ii) has in effect a loss=sharing agreement among participants for the purpose of providing
_funds necessary to complete settlement of the obligations of one or more participantsthat do
not meet their settlement obligations. If the beneficiary’s bank in the funds transfer accepts a

. payment order and the system fails to complete settlement pursuant to its rules with respect to
any payment order in the funds transfer, (i) the acceptance by the beneficiary’s bank is nulli-
fied and no-person has any right or obligation based on the acceptance, (ii) the beneficiary’s
bank is entitled to recover payment from the beneficiary, (iii) no payment by the originator to
the beneﬁc1ary occurs under section 336.4A—406, and (iv) subJect to section 336.4A-402(e),
each sender in the furids transfer is excused from its obligation to pay its payment order under
section 336.4A—402(c) because the funds transfer has not been completed

‘ Hlstory 1990 ¢ 582art1s 30 . e
336 4A—406 PAYMENT BY. ORIGINATOR TO BENEFICIARY DISCHARGE OF
UNDERLYING OBLIGATION

. (a) Subject to sections 336.4A-21 1(e) 336. 4A—405(d) and 336 4A—405(e) the or1g1-

nator of a funds transfer pays the beneficiary of the originator’s payment order (i) at the time a

- payment order.for the benefit of the beneficiary is accepted by the beneficiary’s bank in the

funds transfer and:(ii) in an amount equal to the amount of the order accepted by the benefi-
ciary’s bank, but not more than the amount of the originator’s order

) (b) If payment under subsection (a) is made.to satisfy an obligation, the obhgatlon is
_ discharged to the same extent discharge would result from payment to the beneficiary, of the
same amount in money, unless (i) the payment under subsection (a) was made by a means
prohibited by the contract of the beneﬁc1ary with respect tothe obhgatlon (ii) the beneficia-
ry, within a reasonablé time after receiving notice of receipt of the order by the beneficiary’s
bank, notified the originator of the beneficiary’s refusal of payment (iii) funds with respect
to the order were not withdrawn by the beneficiary or apphed to a debt of the béneficiary, and
(iv) the beneficiary would suffer a loss that could reasonably have been avoided if payment
had been made by a means complying with the contract. If paymentby the originator doesnot

-result in dlscharge under this section, the originator is subrogated to the rights of the beénefi* .

crary to recerve payment from the beneﬁcrary s bank under sectlon 336 4A—404(a)

,,,,,,,,,,

amount of the originator’s payment order less charges of oné or more receiving banks in the

funds transfer, payment to the beneficiary is deemed to'be in the amount of the originator’s . '

order unless upon demand by the beneficiary the ongmator does not pay the beneﬁc1ary the
amount of the-deducted:charges. :

(d) Rights of the originator or of the beneﬁc1a.ry ofa funds transfer under thlS sectlon"
. may be varied only.by agreement of the ongrnator and the beneﬁc1ary e

Hlstory 1 990 (4 582 art I s 3] :

+ Part 5 : )
MISCELLANEOUS PROVISIONS

. ‘n\,«,w v . DA T [ERRHR

336.4A-501 VARIATION BY AGREEMENT AND EFFECT OF FUNDS—TRANS-
FER SYSTEM RULE.

(a) Except as otherwise provrded in this article, the rights and obhgatlons ofa party toa
funds transfer may be varied by agreement of the affected party.

(b)-“Funds-transfer system rule” means a rule of an association of banks (i) governing
transmission of payment orders.by means of a funds-transfer system of the association or
rights and obligations with respect to those orders, or (ii) to the extent the rule govemns rights
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and obligations between banks that are parties to a funds transfer in whicha Federal Reserve
Bank, acting as an mtermedlary bank, sends a payment-order to the: beneﬁmary s bank. Ex-
cept as otherwise provided in this article, a funds—transfer systemrile governing rights and
.obligations between participating banks using the system may be effective even if the rule
conflicts with this article and indirectly affects another party to. the funds transfer.who does
not consent to the rule. A funds—transfer system rule may also govern nghts and obhgatlons
of parties other than participating banks ‘using the system to the:extent, stated in sections
336.4A—404(c), 336.4A-405(d), and 336.4A-507(c). o v

Hlstory 1 990 c 582 artls32
336 4A—502 CREDITOR PROCESS SERVED ON RECEIVING BANK SETOFF
BY BENEFICIARY’S BANK.

_(a) As used in this sect10n “creditor process’ “means levy, attachment; garmshment no-
tice of lien, sequestration, or similar process issued by or on behalf of a cred1tor or other
claimant with respect‘to an account.

(b) This subsection applies to creditor process with respcct to an authorized sccount of

the sender of a payment order if the creditor process is served on the receiving bank. For the
putpose of deterrmmng rights with réspéct to the creditot | process if the recelvmg bank ac-
cepts the payment order the balance in the authorized account is deemed to be reduced by the
amount'of the payment‘order to the extent the bank did not othérwise receive payment of the
order, uiiless the creditor process is setved at-a time and in a manner affording the bank a
reasonable opportunity to act on-itbefore the'bank accepts the payment order. - "

~ «(c)Ifabeneficiary’s bank has received a payment order for’ payment tothe beneﬁc1a1'y s
account in the bank, the followmg Tiles apply:

* (1) The bank may credit'the ‘beneficiary’s account. The amount-credited may be set off
agamst an obligation' owed by the beneﬁmary to the bank or may be apphed tor satlsfy credltor
process served on the bank ‘with respect to the account.

L@ The bahk may credrt the beneficiary’s account and allow w1thdrawa1 of the amount
crédited unless creditor process with respect to the account is served atatime and in a manner
affording the bank a reasonable opportumty to act to prevent w1thdrawa1

(3) If creditor process with respect to the beneficiary’s account has been served and the
bank has had a reasonable opportunity to acton it, the bank may not I'C_]CCt the payment order

“except for areason unrelated to the service of process.. . S )

(d)-Creditor process with respect to a payment by the ongmator to the beneﬁc1ary pur—

. suant to a funds transfer may be served only on the beneficiary’s bank with respect to the debt -
owed by that bank to the beneficiary. Any other bank served w1th the creditor process is. not :
obhged to.act w1th respect to the process. - _

History: 1990 ¢ 582 art 1533 =

- 336. 4A—503 INJUNCTION OR RESTRAINING ORDER WITH RESPECT TO
' FUNDS TRANSFER: T St
For proper cause and in compllance w1th apphcable law; a court may réstrain (1) aper-
son from i issuing a payment order to initiate a funds transfer, (ii) an originator’s bank from
executing the payment order of the originator, or (iii) the beneficiary’s bank from releasing
funds to the beneficiary or the beneficiary from w1thdraw1ng the funds. A court may not
otherwise restrain a person from issuing a payment order,‘paying or receiving payment of a
payment order, or otherwise acting with respect to a funds transfer.

History: 1990 ¢ 582 art 1 5 34 . P A N

~ 336.4A-504 ORDER. IN: WHICH ITEMS AND PAYMENT. ORDERS MAY BE
CHARGED TO ACCOUNT; ORDER OF WITHDRAWALS FROM ACCOUNT.
'(a) If areceiving bankhas received more than one payment order of the sender or one or
more payment orders-and other items that are payable from the sender’s account, the bank
may charge the sender’s account with respect to.the various orders anditems in any sequence.
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* (b) In determining whether-a credit to an account has been withdrawn by the holder of
‘the account or applied to-a debt of the holder! of the account credlts ﬁrst made to the-account
are first'withdrawn or applied. ‘ N : -

History: 1990 ¢ 582art 1535t o i

336.4A-505 PRECLUSION OF OBJECTION TO DEBIT OF CUSTOMER’S AC-
COUNT. -

Ifa rece1v1ng bank has received payment from its Gustomer with respect to a payment
Vorder issued in the name of the'customer a$ sender‘and accepted by the bank, and the custom-
er received notification reasonably 1dent1fy1ng the-order, the customer is precluded from as-
serting that the bank is not entitled to retain the payment unless the customer notifies the bank
of the customer’s objection to the payment within one year after the notification was received
by the customer.

History: 1990 ¢ 582 art 1 5 36 -

L
&

336.4A-506 RATE OF INTEREST. - ; :

(a) If, under this article, areceiving bank is obhged to pay 1nterest w1th respect to a pay-
ment order issued to the bank, the amount payable may be determined (i) by agreement of the
sender and receiving bank, or (ii) by a funds-transfer system rule if- the payment order is
transmitted through a funds—transfer system.

. (b) If the amount of interest is not determined by-an agreement or rule as stated in sub-
section (a), the amount is calculated by multiplying the a'pphcable Federal Funds rate by the
amount on which interest is payable, and then multiplying the product by the number of days
for which interest is payable. The applicable Federal Funds rate is the average of the Federal
Funds rates pubhshed by the Federal Reserve Bank of New York for each of the days for
Wthh interest is payable divided by 360. The Federal Furids rate for any day on'which a pub-
~lishéd rate is not available is the same as the publishéd rate for the next preceding day for
which there is a published rate. If a receiving bank that accepted a payment order is required
‘o refund payment to the sender of the order because the funds transfer was not completed,

but the failure to complete was not due to any fault by the bank, the interest payable isreduced

\ by a'percentage equal to the reserve requrrement on deposits of the recclvmg bank ¢

Hlstory 1990 c 582 art I s 37 _
336.4A-507 CHOICE OF LAW. '

(a) The following rules apply unless the affected partles otherwise agree or subsectlon
© apphes .

' (1) The nghts and obli gatlons between the sender of a payment order and the receiving
bank are governed by the law of the Junsdlctlon in which the receiving bank is located.

', ”(2) The rights and oblrgatlons between the beneficiary’s bank and the beneﬁcrary are
governed by the law of the _]llrlSdlCtlon in wh1ch the beneﬁmary § bank is located:

B ~'(3) Theissue of when payment is made pursuant to a funds transfer by the originator to
the beneficiary is governed by the law of the Junsd1ct10n in wh1ch the ‘beneficiary’s bank is
located.

(b) If the parties described in each paragraph of subsectlon (a) have made an agreement
selecting the law of a particular _]unsdlctlon to govern rights and obligations between each
other, the, Taw of that jurisdiction governs thiose rights and obligations, whether or not the
paymient order or the funds transfer bears a reasonable relation to that _]UﬂSdlCthIl ‘

: (c) A funds—transfer system rule may select the law of a particular jurisdiction to govern
~. (i) rights and obligations between participating banks with respect to payment orders trans-
‘itted or processed through the system or (ii) thé rights and obligations of some or all parties
to a funds transfer any part of which is carried out by means of the system. A choice of law
made pursuant to clause (i) is binding on participating banks: A choice of law made pursuant
to clause (ii) is binding on the originator, other sender, or a recéiving bank having notice that
the funds—transfer systém might be used in the funds transfer and of the choice of law by the
system when the originator; other sender, or receiving bank issued or.accepted a payment
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" ordér. The beneficiary of a funds transfer is bound by the choice of law if, when the funds
transfer is initiated, the beneficiary has notice that the funds—transfer system might be used in
the funds transfer and of the choice of law by the system. The law of a jurisdiction selected
pursuant to this subsection may govern, whether or not that law bears areasonable relation to
the matter in issue.

(d) In the event of 1ncons1stency between an agreement under subsection (b) and a
choice—of-law rule under subsection (c), the agreement under subsection (b) prevails.

(e) If afunds transfer is made by use of more than one funds--transfer system and there is
inconsistency between choice—of—law rules of the, systems, the matterin issue is governed by
the law of the selected Junsdrctron that has the most srgmﬁcant relationship to the matter in
issue. . , : ,

History: 1990 ¢ 582 art. 1 s 38

Article 5
LETTERS OF CREDIT

336.5-101 [Repealed, 1997 cllartls 20]

336 5—101 SHORT TITLE .
" This article may becited as Uniform Commercral Code—Letters of Credrt v

History: 1997 cllartisl

336.5-102 [Repealed, 1997 ¢ 1{1,ar’t_1‘ s 20]-
336.5-102 DEFINITIONS.

(a) In this article:

)] “Advrser means a person who at the request of the issuer, a conﬁrmer or another
adviser, notifies or requests another adviser to notrfy the beneficiary that a letter of credit has
been issued, confirmed, or amended.

(2) “Applicant” means a person at whose request or for whose account a letter of credrt
isissued. The termincludes a person who requests an issuer to issue a letter of credit on behalf
of another if the person making the request undertakes an obligation to reimburse the issuer.

(3) “Beneficiary” means a person who under the terms of a letter of credit is entitled to
have its complying presentation honored. The term includes a person to whom drawmg
rights have been transferred under a transferable letter of credit.

.(4) “Confirmer” means a nominated person who undertakes, at the request or with the
consent of the issuer, to honor a presentation under a letter of credit issued by another

(5) “Dishonor” of a letter of credit means failure timely to honor or to take an interim
action, such as acceptance of a draft, that may be required by the letter of credit.

_ (6) “Document” means a draft or other demand document of tltle investment securrty
certificate, invoice, or other record, statement, or representatron of fact, law, right, or opinion
(i) whichis presented in a written or other medium permitted by the letter of credit or, unless
prohibited by the letter of credit, by the standard practice referred to in section 336.5-108,

paragraph (e) and (ii) which is capable of being examined for compliance wrth the terrns and
‘conditionsof the letter of credit. A document may not be oral.

(7) “Good faith” means honesty in fact’in the conduct of’ transactron concemed

. (8) “Honor” of aletter of credit means performance of the issuer’s. undertakmg in the
letter of credit to pay. or dehver an item of value. Unless the letter of credrt otherwrse pro— o
vides, “honor” occurs

. (i) upon payment,

(ii) if the letter of credit provrdes for acceptance, upon acceptance of a draft and at ma-
turity, its payment, or .,

(iii) if the letter of credit provrdes fori mcumng a defcrred obhgatron upon incurring the
obligation and, at maturity, its performance.

(9) “Issuer” means a bank or other person that.issues a letter of CI‘Cdlt but does not in-
clude an individual who makes an engagement for personal, family, or household purposes.

b
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(10) “Letter of credit” means a definite undertaking that satisfies the fequirements of
section 336.5-104 by an issuer to a beneficiary at the request or for the account of an appli-
cant or, in the case of a financial institution, to itself or for its own account, to honor a docu-
mentary presentation by payment or delivery of an item of value.

(11) “Nominated person” means a person whom the issuer (i) designates or authorizes
to pay, accept, negotiate, or otherwise give value under aletter of credit and (ii) undertakes by
agreement or custom and practice to reimburse.

(12) “Presentation” means delivery of a document to an issuer or nommated person for
honor or giving of value under a letter of credit. ‘

(13) “Presenter” means a person makmg a presentatlon asoron behalf of a beneﬁc1ary'
or nominated person. -

(14) “Record” means information that is inscribed ‘on a: tanglble medlum or that is
stored in‘an electronic or-other medium and is retrievable in perceivable form.

(15) “Succeéssor of a beneficiary” means a person'who succeeds to substantially all of
the rights of a beneficiary by operation'of law, including a corporation with or into which the
beneficiary has been merged or consolidated, -an administrator; executor, personal represen-
tative, trustee in bankruptcy, debtor in possession, liquidator, and receiver. ;

~ (b) Definitions in other art1cles applymg to thlS artlcle and the sections in which théy
appear are: -~ -
" “Accept” or “Acceptance” Section 336. 3—409

“Value” Sections 336.3-303, 336.4-211 -

(c) Article 1 contains certain additional general definitions and principles of construc-
tion and interpretation applicable throughout this article.

History: 1997 c'll art1s2 .. . S b
336.5-103 [Repealed, 1997 ¢ 11 art 1520]

'336.5-103 SCOPE. ' - S N T Lo

(2) This article applies to letters of cred1t and to certam r1ghts and obhgatrons ansmg out
. of transactlons involving letters of credit.

(b) The statement of a rule in this article does not by itself require, , imply, of negate ap-
phcatlon of the same ora dlfferent rule to asituationnot pr0v1ded for or toa person not spec1-
ﬁed in this article.

‘ (c) With the, exceptron of this subsectlon subsectrons (a) and (d), sections
336. 5—-102(a)(9) and (10),336.5- 106(d), and 336.5-1 14(d), and except to the extent prohib-
ited in sections 336.1— 102(3) and 336.5-117(d), the effect of this article may be varied by;
agreement or by a provision stated or lncorporated by reference in an undertaking. A term in
an agreement or undertakmg generally excusing liability ‘or generally limiting remedies for
failure to perform obhgatlons is not sufficient to vary obhgatlons prescribed by this article.

(d) Rights and obhgatlons of an issuer to a beneficiary or a nominated person under a
letter of credit are independent of the existence, performance, or nonperformance of a con-
tract or arrangement out of which the letter of credit arises or which underlies it, including
contracts Or arrangements between the issuer and the apphcant and between the applrcant
and the beneficiary. .

_ History: 1997 ¢ 11 art 1 53
336 5—104 [Repealed 1997 c 11 art 1 s 20]
,336 5—104 FORMAL REQUIREMENTS
A letter of credlt confirmation, advrce transfer amendment or canéellation may be

issued in arty form thatisa record and is authentrcated (i)bya s1gnature or (ii)in accordance
with the agreement of the parties or the standard pract1ce referred toin section 336. 5 108(e)

. History: 1997 ¢ 11.art 1 s4.
336.5-105 [Repealed, 1997 c 11 art 1 s 20]

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved. -



MINNESOTA STATUTES 1998

336.5-105 UNIFORM COMMERCIAL CODE 512

336.5-105 CONSIDERATION. : o
Consideration is not reqmred to issue, amend transfer or cancel a letter of cred1t ad-
vice, or confirmation. - . P P

History: 1997 ¢ 11 art Is 5 _ ‘ L ‘
336.5-106 [Repealed, 1997 ¢ 11 art 1 20] L

336.5-106 .ISSUANCE, AMENDMENT, CANCELLATION, AND DURATION.
(a) A letter of credit is issued and becomes enforceable according toits terms against the
_ issuer when the issuer sends or otherwise transmits it to the person requested to advise or to
the beneficiary. A letter of credit is revocable only if it so provides. - :
(b) After a letter of credit is issued, rights and obligations of a benefic1ary appllcant
confirmer, and issuer are not affected by, an amendment or cancellation to which that person.
has not consented except to the extent the letter of credit provides that it is revocable or that
the issuer may amend or cancel the letter of credit without that consent. i .
(c) If there is no stated expiration date or other provision that determines its duration, a-
letter of credit expires one year after its stated date of issuance or, if none is stated .after the -
date on which it is issued. : ; .
(d) A letter of credit that states that itis pelpetual exp1res ﬁve years afterits stated dateof -
issuance, or if none is stated, after the date on which it is issued. v

History: 1997 c 1l artls6
336.5-107 [Repealed; 1997 ¢ 11 art 1's 20]

336.5-107 CONFIRMER, NOMINATED PERSON, AND ADVISER.

(a) A confirmer is directly obligated on a letter of credit and has the rights and obliga-.
tions of an issuer to the extent of its confirmation. The confirmer also has rights against and
obligations to the issuer as if the issuer were an apphcant and the confirmer had issued the
letter of credit at the request and for the account of the issuer.

®) A nominated person who is not a confirmer is not obligated to honor or otherw1se
give value for a presentatlon ‘ -

~ (c)Aperson requested to advise may decline to act as an adviser. An adviser that isnot a
confirmer is not obligated to honor or give value for a presentation. An adviser undertakes to.
the issuer and to the beneficiary accurately to advise the terms of the letter of credit, con-
firmation, amendment, or advice received by that person and undertakes to the beneﬁc1ary to
check the apparent authenticity of the request to advise. Even if the'advice is 1naccurate the
letter of credit, confirmation, or amendment is enforceable as issued.

(d) A person who notifies a transferee beneficiary of the terms of aletter of credit, con—

-firmation, amendment, or adv1ce has the rights and obhgatlons of an adviser under subsec-
tion (c). The terms in the notice to the transferee beneficiary may differ from the terms in any
notice to the transferor beneﬁc1ary to the extent permitted by the letter of credlt -confirma-
tlon amendment, or advice received by the person who so. notlﬁes

History: 1997 c 1l artls7 , o
336.5-108 [Repealed, 1997 c 11 art 1 s 20] : n

336.5-108 ISSUER’S RIGHTS AND OBLIGATIONS.

(a) Except as otherwise provided in section 336.5—109, an issuer shall honor a presenta-
tion that, as determined by the standard practice referred to in subsection (e), appears on its
face strictly to comply with the terms and conditions of the lettér of credit. Except as other-
wise providéd in section 336.5-113 and unless otherwise agreed with the apphcant anissuer
shall dishonor a presentation that does not appear so fo comply. )

(b) An issuer has a reasonable time after presentatlon, but not beyond the end of the
. seventh business day of the issuer after the day of its receipt of documents:

(1) to honor, L
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(2) if thé letter-of credit pr0v1des for horior to be completed more than seven' bus1ness
. days iafter presentat1on to accept a draft or incur a deferred: ‘obligation;:or EERCPE
(3) to give notice to the presenter of d1screpanc1es in the presentat1on ECRARNCIES
“{c) Exceptds othérwise provided in'subsection (d), an issuer is precluded from assemngj' ,
as a basis for dishonor any d1screpancy if tlmely n0t1ce is not glven ‘or any d' crepancy not’
stated ifi the notice if timely notice is givén. o
(d) Failure to give the n0t1ce specified in subsection (b) or to ment1on ‘fraud! forgery, or"
expirdtion in the notice does not’ preclude the issuer from assertmg as a basis for dishonor
fraud or forgery as descnbed in sect1on 336 5 109(a) or exprratlon of the letter of cred1t be-
fore presentation. " g
(e) Anissuer shall observe standard practlce of ﬁnanc1al mstltutlons that regularly issue’
letters of credit. Determination of the issuer’s observance of theé standard practice is-a matter
of intéfpretation for the coutt. The court shall offer the partles a reasonable opportumty to
present evidence of the standard practice. :
(f) An issuer is not responsible for: £ : .
(1) the performance or nonperformance of the underlyrng contfact, arrangement, or
‘transaction, e e :
(2) an act or omission of others or, i .
. (3) observance, or knowledge of the usage of a partrcular trade other than t'he standard :
'_practlce referred to in subsectlon (e) v ”
(g)Ifan undertakmg constrtutmg a letter of credit under sectton 336.5— 102(a)(10) con—
tams nondocumentary condmons an 1ssuer shall d1sregard the nondocumentary cond1t10ns
and treat them as if they were 1ot stated.”
(1)) An issuer thathas dishonored a presentatron shall return the documents or hold them
at the dlsposal of and send adv1ce to that effect to, the presenter B .
(1) An issuer that has honored a presentatron as permitted or required by thlS artlcle :
(1) is entitled to be reimbursed by the applicant in 1mmed1ately available funds not later
than the date of its payment of funds; - .
(2) takes the documents free of claims of the beneﬁcrary or presenter o
3)is precluded from assertrng a nght of recourse on a draft under sections 336'3—414".
and 336.3+415; " ,
~(4) except as otherwise provrded 1in sections 336 5 110 and 336 5 117 is precluded
fromrestitution of noney paid or other value given by inistake to the extent the mistake con-
cerns drscrepanc1es in- the documents or tender Wthh dre apparent on the face of the’ presen-
tatlon and S :
(8)is d1scharged to the extent of its performance under the letter of cred1t unless the is-
suer "honored a presentatlon in Wthh a requrred 31gnature of a beneﬁc1ary was forged

= - History: 1997 11 art ] s8
336 5—109 [Repealed 1997 ¢ 11art 1 s 20]

336 5—109 FRAUD AND FORGERY =

(a)If a presentation isimade that appears-onits face stnctly to comply with the terms and )
conditions of the letter of credit; but a required doctment is forged or materially fraudulent;
or honor of the presentation would: fac1htate a matenal fraud by the beneﬁcrary on the issuer
or applicant: :

(1) theissuer shall honor the'presentation; 1f honoris demanded by (1) a normnated per-
son who has given value in good faith and without niotice of forgery or material fraud, (ii).a -
confirmer who has honored its confirmation in good faith,.(iii) .a.holder in-due course of.a::
draft drawn under the letter of credit which was taken after acceptance by the issuer or nomis=: .
nated person, or-(iv) an assignee of the issuer’s or nominated person’s deferred obligation -
that was taken for value arid without notice of forgery or matenal fraud after the obhgatlon .
was incurred by the issuer or nominated person; and. - : P

~ (2) theiissuer, acting in good faith; may honor or drshonor the presentatron in any other ;
case. .

v

| PR S R |

I
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-; -.+(b) If-an applicant claims that a required document is forged or materially fraudulent or
that honor of the presentation would facilitate a material fraud:by the beneficiary on the issu-
- eror applicant, a court pf competent jurisdiction may temporarily.or permanently enjoin the

issuer from honoring a presentatlon or grant similar relief against t the issuer or other persons
'only if the court finds.that: :

- (1) the relief is not prOhlblth under the law apphcable toan accepted draft or deferred
" obligation | incutred by the issuer;
@)a beneﬁc1ary, issuer, or nominated person who may be adversely affected 1s ade-
quately protected against loss that it may suffer because the relief is granted; g
(3) all of the conditions to entitle a person to the relief under the law of this state have
been met; and
- (4) on the basis of the mformatlon submltted to the court the apphcant is. more. hkely
than not to succeed under its claim of forgery or material fraud and the person demandmg
honor does not qualify for protection under subsection (a)(1). . .

 History: 1997 c H art 159 PR
336.5-110 [Repealed, 1997 c 11art 1520] .~ = 5 - oo,

336.5-110 WARRANTIES.

~ (a) If its presentation is honored, the beneﬁcrary warrants

(l) to the issuer, any other person to whom presentatlon is made, and the apphcant that
there is no fraud or forgery of the kind described in section 336 5-109(a); and B

"@)to the applicant that the drawmg doesnot v1olate ary agreement ‘between the appli-
cant and beneficiary or any other agreement 1ntended by them to be augmented by the letter
of credit.

(b) The warranties in subsection (a) are in’ addmon to the warranties arising under ar-
ticles 3,4, 7, and 8 because of the presentatlon or transfer of documents covered by any of
those articles. -

Htstory 1997c1lart 1510
336.5-111 [Repealed 1997 ¢ 11 art 1 5 20]

336.5<111 REMEDIES. - SRR TR

(a) If an issuer wrongfully dishonors or repudrates its obhgatlon to pay money under a
letter of credit before presentation, the beneficiary, successor, or nominated person present-
ing.on its own behalf may recover from the issuer the amount that is the subject of the dishon--
or or repudiation. If the issuer’s obligation under the letter of credit is not for the payment of
money, the claimant may obtain specific performance or, at the claimant’s selection, recover.
an amount equal tq.the value of performance from the issuer. In either case, the claimant may -
also recover incidental but not consequential damages The clalmant is not obligated to take
action to avoid damages that might be due from the issuer under this subsection. If, although
not obligated to do so, the claimant avoids damages, the claimant’s recovery from the issuer
must be reduced by the amount of damages avoided. The issuer has the burden of proving the

- amount of damages avoided. In the case of repudlatlon the claunant need not present any
document.

- (b) If an issuer wrongfully dishonors a draft or demand presented under aletter of cred1t
or henors a-draft or demand in breach of its obligation to the applicant, the applicant may
recover damages resulting from the breach, including incidental but not consequential dam-

- ages, less any amount saved as a result of the breach.

+-(c) If an adviser or nominated person other than a confirmer breaches an obligation un-
der this article or-an issuer breaches an obligation not covered in subsection (a) or (b), a per-
son'to whom the-obligation is owed may recover damages resulting from the breach;includ-
*.ingincidental but not consequential damages, less any amount saved as a resultof the breach.
To the extent of the confirmation, a conﬁrmer has the liability of an issuer spemﬁed in this
subsection and subsections (a) and (b). o

(d) An issuer, nominated person, or adv1ser who is found hable under subsectlon (a),

- (b), or (c) shall pay interest on the amount owed thereunder from the date of wrongful dishon-
or or other appropriate date.
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" (e) Reasonable attorney’s fees and other expenses of 11t1gat10n must be awarded to thev
preva111ng party in an action in which a remedy is sought.under this article.-

’ (f) Damages that would otherwise be payable by a party forbreach of an obhgatlon un-
der this article may be 11qu1dated by agreement or undertaking, but only in an amount or bya
formula that is reasonable in light of the harm anticipated. e

History: 1997 c 1l art 15 11
336 5-112 [Repealed, 1997 c 1l art L s 20]

336 5—112 TRANSFER OF LETTER OF CREDIT LY i

(a) Except as otherwise provided in section 336.5—1 13 unless a letter of cred1t prov1des
that it is transferable, the right of a beneficiary to draw or. otherw1se demand performance
under a letter of credit may not be transferred.. :

.(b) Evenif a letter of credit provides that i 1t is transferable the issuer: may refuse to rec-
ognize or carry out a transfer if: 1 PR :

(1) the transfer would violate apphcable law; or - .

(2) the transferor or transferee has failed to comply with any requ1rement stated in the
letter of credit or any other requirement relatmg to transfer 1mposed by the issuer which is
within the standard practice referred to m sectlon 336 5 108(e) or is otherwisé reasonable
under the circumstances.

) Hlstory 1997c 11 artI siz2
336.5-113 [Repealed, 1997 ¢ 11 art 1 s 20]

e,

336.5-113 TRANSFER BY OPERATION OF LAW.
(a) A successor of a beneficiary may consent to amendments, sign and present docu-
. ments, and receive payment or other items of value in the name of the beneﬁcrary w1thout
dlsclosmg its status as a successor.

+ (b) A successor of a beneﬁcw.ry may ‘consent to amendments _sign ‘and present docu-
ments ‘and réceive payment or other items of value in its own name as the disclosed SUCCESSOr
of the beneﬁcmry Exceptas otherwise prov1ded in subsectlop (e), anissuer shall recognizea
disclosed successor of a beneficiary as beneficiary in full substitution for its predecessor
upon compliance with the requirements for recognition by the issuer of a transfer of drawing -
rrghts by operation of law under the standard practice referred to in section 336.5-108(e) or;:
in the absence of such a practice, compliance w1th other reasonable procedures sufficientto
protect the issuer. X .

(¢) Anissuer s not obliged to determine whether a purported successor 1s a successor of
a beneﬁcrary or whether the signature of a purported successor is genu1ne or authorized.

(d) Honor of a purported successor’s apparently complymg presentation under subsec-

' tlon (a) or (b) has the consequences specified.in section 336.5-108(i) even if the purported
_ successor is not the successor.of a beneficiary. Documents signed in the name of the benefi-
ciary or of a disclosed successor by aperson who is neither the beneﬁcmry nor the successor
of the beneficiary are forged documents for the purposes.of section 336.5-109. '

- {e) An issuer whose rights of reunbursement are not covered by. subsectton (d) or sub-
stantlally similar law and any confirmer or nominated person may decline to recogmze a pre—
sentation under subsection (b). ;

- (f)-A beneficiary whose name is changed after the 1ssuance ofa 1etter of cred1t has the .
same rights and obligations as a successor of a beneﬁmary under thlS SCCthIl .

History: 1997 ¢ 11 art 1's 13
336.5-114 [Repealed, 1997 c 11 art 1 s 20] . RO R
336.5-114- ASSIGNMENT OF PROCEEDS.

“(a) In this section, “proceeds of a letter of ¢redit” means the cash check, accepted draft;= -
or other item of value paid or delivered upon honor or giving of value by the issuer or any . .
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nominated person under the letter of credrt The term does not 1nclude a beneﬁcrary s draw-
mg rights or documents presented by the beneficiary..:, o ‘

.(b) A beneficiary may assign its right to a part or all of the proceeds of a letter of credrt .
The beneficiary may do:so before presentation as a present:assignment of its right to receive
proceeds contingent upon its compliance with the terms-and'conditions of the letter of credit.,

(c) An issuer or nominated person need not recognize an ass1gnment of proceeds of a
letter of credit until it consents to the assignment. ‘

(d) Anissuer or nominated person has no obhgation to give or withhold its consent to an
- assrgnment of proceeds of aletter of credit, but consent may not be unreasonably withheld if
the assignee possesses and exh1b1ts the letter of credit and presentatron ‘'of the letter of credit is
a condition to-honor. .. "~ - &

(e)Rightsof a transferee beneﬁcrary or normnated person are 1ndependent of the bene-
ﬁcrary s assignment of the proceeds of a letter of cred1t and are supenor to the a551gnee $
right to the proceeds. - o

(f) Neither the nghts recogmzed by thlS section between an assrgnee and an issuer,
transferee beneficiary, or nominated person nor the issuer’s or nominated person’s payment |
of proceeds to an assignee or.a third person affect the rights between the.assignee and any
Jperson gther than the issuer, transferee beneficiary, or nominated person. The mode of creat-
ing and perfecting a security interest in or granting an assignment of a beneficjary’s rights to
proceeds is governed by article 9 or other law. Against persons other than the issuer, transfer-
ee beneficiary, or nominated person, the rights and obligations arising upon the creation of a .
security interest or other assignment of a beneficiary’s right to proceeds andits perfectlon are
governed by article 9 or other laws. i T N e

History: 1997 c 1l art1 s 14 _
336.5-115 [Repealed, 1997 ¢ 11 art 15 20]
336.5-115 STATUTE OF LIMITATIONS. * n

An action to enforce aright or obligation arising under thrs article must be commenced
within one year after the exprratron date of the relevant lettér of credlt or one year after the
“claim for relief accrues, , whichever occurs later. A claim for relief accrues when the breach
occurs, regardless of the aggrreVed party ] lack of knowledge of the breach Tt

" History: 1997c HartIs15.. S
3’36.57116 [Repealc_:d,~199] c H"Fl.r.t'l 320,]' L

336.5-116 CHOICE OF LAW AND FORUM.

* (d) The liability of an issuer, nominated person or adv1ser for action or omission is gov-
ered by the law of the jurisdiction chosen by an agreement in'the form of a record sighed or
otherwise authenticated by the affected parties in'the manner provided in section 336.5-104
- .orbyaprovisionin the person’s letter of credit, confirmation, or 6ther undertakmg The _]llI‘lS- £
dlCthIl whose law is chosen need not'bear any relation to the transaction.- e

by Unless subsectlon (a) applles the hablhty of an'isstier, nominated person or advrser’
for action or omission'is governed by the Taw of the jurisdiction in which the person i$lo-’
cated. The person-is considered to be located at the addréss indicated in the person’s under-
taking. If more than one address is indicated, the persoii:is considered to be 1ocated t the':
- address from which the person’s undertaking was issued. For the purpose of jurisdiction;
choice of law; and recognition of interbranch létters of credit, but not enforcement of a judg-
ment, all branches of a-bank ‘are considered separate juridical entities and a bank-isiconsid-
ered to be located at the place where its relevant branch is considered to be located under this
subsection.
(c) Except as otherwise provided in this subsection, the liability of an issuer, nominated’
~ person, or adviser is governed by any rules of custom or practice, such as the Uniform Cus-
toms and Practice for Documentary Credits,'t0 which the letter of credit,/confirmation, or
-~ other undertaking is expressly made subject. If (i) this article would govern the liability of an
issuer, nominated person, or adviser under subsection (a) or (b), (ii) the relevant undertaking.
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incorporates rules of custom or practice, and (iii) there is conflict between this article and
those rules as applied to that undertaking, those rules govern except to the extent of any con-
flict with the nonvariable provisions specrﬁed in'section 336. 5-103(c).

(d) If there is conflict between this article and article 3,4, 4A, or 9, this article governs.

(e) The forum for settling disputes arising out of an undertakmg within this article may
be chosen in the manner and with the binding effect that govemmg law may be chosen in
~accordance with subsection (a).

History: 1997 c 11 art 15 16
336.5-117 [Repealed, 1997 ¢ 11 art 1 s 20]

336.5-117 SUBROGATION O,F"ISSUER, APPLICANT, AND NOMINATED PER-
SON.

(a) An issuer that honors a beneficiary’s presentation is subrogated to the rights-of the
beneficiary to the same extent as if the issuer were a secondary obligor of the underlying ob-
ligation owed to the beneficiary and of the applicant to the same extent as if the issuer were
the secondary obligor of the underlying obligation owed to the applicant.

(b) Anapplicant that reimburses an issuer is:subrogated to the rights of the issuer agaJnst
any beneficiary, presenter, or nominated person to the same extent as if the applicant were the
secondary obligor of the obligations owed to the issuer and has the rights of subrogation of
the issuer to the rights of the beneﬁc1ary stated in subsectron (a).

. (¢) A'nominated person who pays or gives value agarnst a draft or demand presented
under a letter of credit is subrogated to the rights of::

(1) the issuer against the applicant to the same extent as if the nominated person were a
secondary obligor.of the obligation owed to the issuer by the applicant;

(2) the beneficiary to the same extent as if the nominated person were a secondary obh—
gor of the underlying obligation owed to the beneficiary; and ,

(3) the applicant to the same extent as if the nominated person were a secondary obhgor‘,
of the underlying obligation owed to the applicant.

-(d) Notwithstanding any agreement or term to the contrary, the rights of subrogatlon
stated insubsections (a) and (b) do not arise until the issuer honors the letter of credit or other-
wise pays and the rights in subsection () do not-arise until the nominated person.pays or
otherwise gives value. Until then, the issuer, nominated person, and the applicant do not de-
rive under this section present or prospectrve rights fomung the basis of a claim, defense, or
excuse.

. History: 1997 cllart 1 s17
Article 6
BULK TRANSFERS
336.6-101 [Repealed, 1991c 171 art 2's 4] -
336.6-102 [Repealed, 1991 ¢ 171 art 2 s 4]
336.6-103 [Repealed, 1991 ¢ 171 art 2 s 4]
336.6-104 [Repealed, 1991 ¢ 171 art 25 4]
336. 6—105 [Repealed 1991 ¢ 171 art2 § 4] :
336.6-106 [Repealed, 1991 ¢ 171 art 2 s 4]
336,6—,197‘[Repealed, 1991 ¢ 171 art 2 s 4]
336.6-108 [Repealed, 1991 ¢ 171 art 2 5 4]
336 6-109 [Repealed 1991 cl7lart2s4]
336.6-110 [Repealed, 1991 ¢ 171 art 2 s 4] R ‘
336.6-111 [Repealed, 1991 ¢ 171 art 2 s 4] o
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P Article 7 i - !
WAREHOUSE RECEIPTS, BILLS OF LADING
AND OTHER DOCUMENTS OF TITLE

- Part1
GENERAL

336.7-101 SHORT TITLE. : :
This article shall be known and may be cited as Umform Commercial Code — Docu-
ments of Title.

History: 1965 ¢ 8115 336.7-101 - ¢ %% 0.

336.7-102 DEFINITIONS AND.INDEX OF DEFINITIONS. . ,

(1) In this article, unless the context otherwise requires:

‘(a) “Bailée” means the person who by a warehouse receipt, bill of ]admg or other docu-
ment of title acknowledges possession of goods and contracts to deliver them.

(b) “Consignee” means the person named ina b111 to whom or to whose order the b111
promises delivery. : ~

(c) “Consignor” means the person named 1n a b111 as the person from whom the goods
have been received for shipment. - -

(d) “Dehvery order” means a written order to deliver goods directed to a warehouse op-
erator, carrier or other person who in the ordmary course of busmess issues warehouse Te-
ceipts or bills of ladlng .

(e) “Document” means document of title as deﬁned in the general deﬁmtlons inarticle 1
(section 336.1-201).

(f) “Goods” means all ttnngs wh1ch are treated as movable forthe purposes of acontract .
of storage or transportation. - i

(g) “Issuer” means a bailee who issues a document except that-in relation to an unac-
cepted delivery order it mieans the person who.orders the possessor of goodsto deliver. Issuer
includes any person for whom-an agent or employee purports to act in issuing a document if
the agent or employee has real or apparent authority to issue documents, notwrthstandmg
that the issuer received no goods or that the goods were. rmsdescrrbed or that in any other
respect the agent or employee violated instructions.

(h) *“ Warehouse operator” is a person engaged in the busmess of stonng goods for hire.

(2) Other definitions applying to this article or to specified parts thereof, and the sec-
tions in which they appear are:

“Duly negotiate,” section 336.7-501. .

“Person entitled under the document,” section 336.7-403(4).

(3) Definitions in other articles applying to:this article and the sections in which they
appear are:

“Contract for sale,” section 336.2—-106.

“Overseas,” section 336.2-323.

“Receipt” of goods, section 336.2-103. ‘

(4) In addition article 1 contains general definitions and principles of constructlon and
interpretation applicable throughout this article.

Hlstory 1965 ¢ 811 5 336.7-102; 1986 ¢ 444
336.7-103 RELATION OF ARTICLE TO TREATY STATUTE, TARIFF CLAS-

. SIFICATION OR REGULATION. S

To the extent that any treaty or statute of the United States, regulatory statute of this
state, or tariff, classification or regulation filed or issued pursuant thereto is applicable, the
provisions of this article are subject thereto. )

History: 1965 ¢ 811 s 336.7-103
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336.7-104 NEGOTIABLE AND NONNEGOTIABLE WAREHOUSE RECEIPT t
BILL OF LADING OR OTHER DOCUMENT-OF TITLE.

(1) A warehouse receipt, bill of lading or other document of title is negotrable

@if by 1ts terrns the goods are to be dehvered to bearer or to the order of a named - per-
son;or’ -

(b) where recogmzed in overseas trade, if it run's to a named person or a551gns

(2) Any other document is nonnegotlable A bill of lading in which it is Stated thatit‘he
goods are consigned to a named person is not made negotiable by a provision that the goods
are to be delivered.only against a written order signed by the same or another named person.

- History: 1965 ¢ 811 5 336.7-104.

. 336. 7—105 CONSTRUCTION AGAINST NEGATIVE IMPLICATION

The omission: fromeither part 2 or part 3 of this article of a provision con‘espondmg toa
provision madein the other part does notimply that a correspondlng rule of law is not appli-,

" cable. . - o 5
" History: 1965 ¢ 81] s 336 7-1 05 _
Part 2
WAREHOUSE RECEIPTS:
- SPECIAL PROVISIONS

336.7-201 WHO MAY ISSUE A WAREHOUSE RECEIPT STORAGE UNDER
GOVERNMENT BOND. ‘
" (1) A warehouse receipt may be issued by any warehouse operator
(2) Where goods including distilled spirits and agncultural commod1t1es are stored un-
der a statute requiring abond agamst withdrawal or'a license for the issuance of receiptsinthe

nature of warehouse receipts, a receipt issued for the goods‘has like effect as a warehouse
receipteven though 1ssued by aperson who is the owner of the goods . and isnota warehouse

" operator.

mstory 1963 ¢ 811 5 336.7-201; 1986 ¢ 444

336 7—202 FORM OF WAREHOUSE RECEIPT ESSENTIAL TERMS OPTIONAL
TERMS .

1) A warehouse receipt need not be in any particular form. :

(2) Unless a warehouse receipt embodies within its written or printed terms each of the
followmg, the warehouse operator is liable for damages caused by the omission to a person
injured thereby: “

(a) The'location of the warehouse where the goods are stored

(b) The date of issue of the receipt;

(c) The consecutive number of the receipt; :

(d) A statement whether the goods rece1ved will be delivered to the bearer, toa speclﬁed
person, or to a specified person or the person s order;

(e) The rate of storage and handling charges except that where goods are stored under a ;
field warehousing arrangement a statement of that fact is sufficient on a nonnegotiable re-
ceipt;

A descnptron of the goods or of the packages contammg them;

. (g) The signature of the warehouse operator which may be made by an authorized
agent ,

(h) If the. recelpt is issued for goods of Wthh the warehouse operator is owner, either
solely or jointly or in common with others, the fact of such ownership; and

(i) A statement of the amount of advances made and of liabilities incurred for Wthh the
warehouse ‘operator claims a lien or security interest (section 336.7-209). If the precise..
amount of such advances made or of such liabilities incurred is, at the time of the issue of the
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receipt, unknown fo the warehouse operator or to the warehouse operator’s agent who issues
it, a statement of the fact that advances have been made or habnhues incurred and the purpose.
thereof is sufficient. -

. (3) A warehouse operator may insert in the recelpt any other terms Wthh are not con-
trary to the provisions of this chapter and do not impair the warehouse operator’s obligation
of delivery (section 336.7-403) or duty of care (section 336.7-204). Any contrary provisions
shall be 1neffect1ve .

- Hlstory 1965 c 811 s 336 7—202 1986 c444

336.7-203 LIABILITY FOR NONRECEIPT OR MISDESCRIPTION.

A party to or purchaser for value in good faith of a document of title other than a bill of
lading relying in either case upon the description therein of the goods may recover from the
issuer damages caused by the nonreceipt or misdescription of the goods, except to the extent °
that the document conspicuously indicates that the issuer does not know whether any part or
all of the goods in fact were received or conform to the description; as wheére the description
is in terms of marks or labels or kind, quantity or condition, or the receipt or description is
qualified by “contents, condition and quality unknown,” “said to contain” or the like, if such
indication be true, or the party or purchaser otherw1se has notice.

History: 1965 ¢ 811 s 336.7-203 ‘

336.7-204 DUTY OF CARE; CONT RACTUAL LIMITATION OF WAREHOUSE
OPERATOR’S LIABILITY.

(1) A warehouse operator is liable for damages for loss of orinjury to the goods caused
by the operator’s failure to exercise such care in regard to them as a reasonably careful person
would exercise under like circumstances but unless otherwise agreed the warehouse operator
is not liable for damages which could not have been avoided by the exercise of such care.

Q?) Damages may be hrmted by a term in the warehouse recelpt or storage agreement.
limiting the amount of liability in case of loss or damage, and setting forth a specific liability
per article or item, or value per unit of weight, beyond which the warehouse operator shall not
be liable; prov1ded however, that such liability may on written request of the bailor at the
time of signing such storage agreement or within a reasonable time after receipt of the ware-
house receipt be increased on part or all of the goods thereunder, in which event increased
rates may be charged based on such increased valuation, but that no such increase shall be
permitted contrary to a lawful limitation of liability contained in the warehouse operator’s .
tariff, if any. No such limitation is effective with respect to the warehouse operator $ 11ab111ty' ,
for conversion to the warehouse operator’s own use. L

(3) Reasonable provisions as to the time and manner of presenting claims and 1nst1tut1ng
actions based on the bailment may be included in the warehouse receipt or tariff.

History: 1965 ¢ 811 s 336.7-204; 1986 ¢ 444

336.7-205 TITLE UNDER WAREHOUSE RECEIPT DEFEATED IN CERTAIN
CASES.

A buyer in the ordinary course of business of funglble goods sold and delivered by a
warehouse operator who is also in the business of buying and selling such goods takes free of
any claim under a warehouse receipt even though it has been duly negotlated

History: 1965 c 811 5 336.7-205; 1986 c 444

336.7-206 TERMINATION OF STORAGE AT WAREHOUSE OPERATOR’S OP-
TION.

(1) A warehouse operator may on notifying the person on whosé account the goods are
held and any other person known to claim an interest in the goods require payment of any
charges and removal of the goods from the warehouse at the termination of the period of stor-
age fixed by the document, or, if no period is fixed, within a stated period not less than 30 days
after the notification. If the goods are not removed before the date specified in the notifica-
tion; the warehouse operator may sell them in accordance with the provisions of the section
on enforcement of a warehouse:operator’s lien (section 336.7-210).
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(2) If a warehouse operator ingood faith believes that the goods are about to deteriorate ;
* or decline in value to less than the amount of the warehouse operator’s lien within the tirie :
prescribed in subsection (1) for notification, advertisement and sale, the warehouse operator
may specify in the notification any reasonable shorter time for removal of the goods and in..
.case the goods are not removed, may sellthem at pubhc sale held not less than one.week after-
a single advertisement or-posting. .- - =, SIS -

(3) If as a result of a quality or- condltlon of the goods of Wthh the warehouse operator
had no-notice at the time of deposit:the goods are a hazard to other.property or to the .ware-
house or to persons, the warehouse operator may sell the goods at public or private sale with-
out advertisement on reasonable notification to all;persons known to- claim-an interest in the
goods. A warehouse operator.who after a reasonable effort is-unable to sell the goods may,,
dispose of them in any lawful manner and shall incur no hablhty by.reason of such d1spos1-
tion. R ‘ EE

(4) The warehouse operator must deliver the goods to any person entltled to them under
this article upon due demand made at any time prior to $ale or othet’ dlsposmon under this
section. . N

. (5) The warehouse operator may satlsfy alien from the proceeds of any sale or dlsp051-
tion under this section but must hold the balarice for dehvery on the demand of any person to,
whom the warehouse operator would have been bound to dehver the goods no

Hlstory 1965 c 811s 336. 7—206 1986 ¢ 444

l’:l",

336. 7—207 GOODS MUST BE KEPT SEPARATE FUNGIBLE GOODS S
> (1) Unless the warehouse receipt otherwise provides, a warehouse operator must keep
separate the goods covered by each receipt so-as to permit at all times identification and de-,,
livery of those goods:except that different lots-of fungible goods may be commingled: =~ -
-(2yFungible'goodsso commmgled are 6wnéd in common by the persons entitled there-
to and the warehouse operator is séverally liable to each owner for that owneér’s share. Where
because of overissue a mass of funglble goodsis insufficient to meetall the receipts which the:
warehouse operator has issued against it; the persons entitled 1nc1ude all holders to whom )
overissued recelpts have been duly negotiated. . : .

Hlstory '1965'c 811's 336.7-207; ]986 c 444

336.7-208 ALTERED WAREHOUSE RECEIPTS R A A
Whiere a blank in‘atiegotiable warehGuse receipt has been filled-in without authority, a
purchaser for value and without notice of the wantof authority may'treat the inseition as au--
thorized. Any other unauthorized. alteratlon leaves any recelpt enforceable agamst the issuer
accordmg toits.original tenor. . : e

@ Hlstory 1965 c 811 s 336 7— 208

336.7-209 LIEN OF WAREHOUSE OPERATOR Tk
(1) A warehouse operator has a lien agamst ‘the bailor on the goods covéred by a ware-
house receipt or on the proceeds thereof in the warehotise operator’s possessmn for charges
for storage or transportation (including demurrage and terminal charges), insurance, labor, -
or charges presentor future inrelation te the goods, and forexpenses necessary for preserva-
tion of the goods or reasonably incurred in their sale pursuant to law. If the pefson on whose
account:the goods are held is liable for:like charges or expenses in-relation to other goods
whenever deposited and it'is stated in the receipt that a lien is claimed for charges and ex-
penses in relation to other goods, the warehouse operator also has a lien against the person for .
such charges and expenses whether or not the other goods have been delivered by the ware-
house operator. But against a person to whom:a fiegotiable warehouse receiptis duly nego-
tiated a warehouse operator’s lien is limited to charges in an amount.or at arate specified.on.-
the receipt or if no-charges are so specified then to a reasonable- charge for storage of the
goods covered by the receipt subsequent to the date of the receipt. . N
*+ (2) The warehouse operator may also.réserve a security interest agamst the ballor for a
maximum amount specified on the receipt for charges other than those specified in:subsec- -
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tion (1), such as for -money advanced and interest. Such a securlty interest is govemed by the
artlcle onsecured transactions (article 9). . :

"(3) (a) A warehouse opeérator’s lien for charges and expenses under subsectlon ( 1) ora,

secunty interest undersubsection(2) is also effective against any person who soentrusted the

_ bdilor with possession of the goods that a pledge of them by the bailor to a good faith purchas-

er for value would have been valid but is not effective against a person as to whom the docu-
ment confers no right in the goods covered by it under section 336.7-503.

" (b) A wareholuise opérator’s lien‘on‘household goods for charges and expenses in rela-

- tion to the goodsitinder subsection (1) is also effective against all persons if the depositor was

the legal possessor of the goods at the time of deposit. “Household goods” means furniture’,r :

furnishings and personal effects used by ‘the deposrtor in a dwelling. - :

(4) A warehouse operator loses a lien on any goods which the warehouse operator- vol-
untarily delivers or un}ustlﬁably refuses to deliver.

Hrstory 1965 c 811 s 336.7-209; 1969 c 621 5 4; 1986 c 444
336. 7—210 ENFORCEMENT OF WAREHOUSE OPERATOR’S LIEN.

(1) Except as prov1ded in subsecnon ), a warehouse operator s lien may be enforced ,

by public or private sale of the goods in bloc or in parcels, at any time or place and on any
terms which are commercially reasonable, after notifying a all persons known to claim an in-
" terest in the goods. Such notification must include a statement of the amiourit due, the nature
of the proposed sale and the time and place of any public sale. The fact that a better price
could have been obtained by a salé at a different time or it a different méthod ffom that se-
lected by the warehouse operator is not of itself sufficient to establish that the sale was not
made in a commercially reasonable manner. If the warehouse operator-either sells the goods
in the usual manner in any recognized market therefor, or sells atthe price current in such
market at the time of sale, or has otherwise:sold in conformity with commercially reasonable

practices among dealers in the type of goods sold, the warehouse operator has soldinacom- ; .

mercially reasonable manner. A sale of more goods than-apparently necessary to be offered
to insure satisfaction of the obligation:is not commercrally reasonable except in cases cov-
ered by the preceding sentence. - :

(2) A warehouse operator’s lien on goods ¢ other than goods stored by a merchant in the

course of business may be enforced only as follows:
(a) All persons known to claim an interest in the goods must be notified; - ,: -

(b) The notification must be delivered in person or sent by regrstered or certrﬁed letter to

the last known address of any person to be notified. .
» (c) The notification must include an itemized stitement of the claun, a descrrptlon of the

goods subject to the lien, a demand for payment within a specified time notless than ten days -

after receipt of the notification, and a conspicuous statement that unless the claim is paid

within that time the goods will be advertised for sale and sold by auction at a specrﬁed time

and place. 2

(d) The sale must conform to the terms of the notrﬁcatron o

(e) The sale mustbe held at the nearest suitable place to that where the goods are held or
stored. S . o
D Afterthe expiration of the time g1ven inthe notrﬁcatlon an: advertrsement of the sale
must be published once a week for two weeks consecutively in a newspaper of general cir-
culation:where the sale is to be held. The advertisement must include a description of the
. goods, the name of the person on whose account they are being held, and the time and place of
the sale.. The sale must take place at least 15 days after the first publication. If there is no
newspaper of general circulation where the sale is'to be held, the advertisement must be

posted at least ten days before the sale in not less than six consplcuous places in the nerghbor-

‘hood of the proposed sale.:: ,
(3)Before any sale pursuant to thrs section any person clarmmg a rrght in the goods may

pay the amount necessary to satisfy the lien anid the réasonable expenses incurred under this -

section. In that €vent the goods must not be sold, but must be retamed by the warehouse oper-
ator subject to the terms of the receipt and this article.
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(4) The warehouse operator fiiay buy at any public sale puisuant to this section.
*(5) A purchaser in good faith of goods sold to énforce a'warehouse operator s lien takes:
the goods free of any rights of persons against whom the hen was valid- desp1te noncom—'

. p11ance by the warehouse operator with the requirements of this section. - -

(6) The warehouse ‘operator may satisfy alien from the proceeds of any sale pirsuant to-
‘this section but must hold the Balance, if any, for delivery on demand to any person to whom :
: the warehouse operator would ‘have been bound to deliver the goods. ‘ '
N ¢)) The rights provided by this section shall be i in addmon to a11 other nghts allowed by~
law toa credltor against the creditor’s debtor. " ‘ b
(8) Where a lienison goods stored by a merchant i in the course of busmess the hen may
be enforced in accordance with ¢ither subsection (1) or (2).
..(9).The warehousé operator is liable for damages caused by failure, fo comply w1th the
: requlrements for sale: under this sectlon and in case of willful violation is liable for conver-
sion. . -

Hlstory 1965 c 811 s 336. 7—210 1986 [o 444

. . P al‘t 3 "
BILLS OF LADING SPECIAL PROVISIONS

336.7-301 LIABILITY FOR NONRECEIPT OR MISDESCRIPTION “SAID TO
CONTAIN”; “SHIPPER’S LOAD AND COUNT”’; IMPROPER HANDL]NG

. (l) A consignee of a nonnegotiable bill who has glven value in good faithora holder to
whom a negotiable bill has been duly negotiated relying in ‘either case upon the descrlptlon :
therein of the goods, or upon the date therein shown, may recover from the issuer damages
causéd by t the misdating of the bill or the nonreceipt or ’misdescription of the goods, except to
the extent that the document indicate’s that the issuer does not know whether any partorall of
the goods in fact were received or conform to the description, as where the descnptlon isin
terms of marks or'labels orkind, quantity, or condition or the receipt or description is quali-
fied by “contents or condition of contents of packages unknown,” “said to contam ? “shrp- '
per’s weight, load and count” or the like, if such iridication be true.

. (2) When goods are loaded by an issuer who is a common carriet, the issuer must count
the packages of goods if package freight and ascertain the kind and quantity if bulk freight. In
such cases “shipper’s weight, load and count” or other words indicating that the description
was made by the shipper are ineffective except as to freight concealed by packages. ~ ¢

* (3) When bulk freight is loaded by a'shipper who makes available to the issuer adequate
facilities for weighing suchfreight, an isstier who is a commori carrier must ascertain the kind -
and quantity within-a‘reasonable time after receiving the written request of the shipper to do
so.:In ‘such cases “shipper’s weight” ‘or other words of like purport are ineffective. .

(4) The issuer may by inserting in the bill the words “shipper’s weight, load and count”"
or'other'words oflike purport indicate that the goods were loaded by the shjpper, and if such
statément be true the issuer shall not be liable for damages caused by the i 1mproper loadlng .
But their omission do€s not 1mply liability for such damages. -

= (5) The shipper shall be deermed to have guaranteed'to the issuer the accuracy at the time
of shipment of the description, marks, labels, number, kind, quantity, condition and weight, <
as furnished by the shipper; and the shipper shall indemnify the issuer against damage caused .
by inaccuracies in such particulars. The right of the issuer to such indemm'ty shall in'no way-
limit the issuer’s respons1b111ty and liability under the contract of carrlage to any person other
' than the shipper. :

History: 1965 ¢ 811 s 336.7-301; 1986 c 444

336.7-302 THROUGH BILLS OF LADING AND SIMILAR DOCUMENTS

(1) The issuer of a through bill of lading or other document embodying an undertakmg
tobe ‘performed’in-part by persons acting as its agents or by connecting carriers is liable to
anyone entitled torecover on the document for any breach by such other persons or by a.con- -
necting carrier of its obligation under the document but to the extent that the bill covers:an -
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undertaking to be performed overseas or in territory not contiguous to,the United States or an
undertaking including matters other than transportation this hablhty may be vaned by agree-
ment-of the parties. ,

~ (2) Where goods covered by. a through b111 of 1ad1ng or other document embodyrng an
undertaking to be performed in part by persons other than the issuer are received by any, such
person, the receiver is subject with respect to the receiver’s own performance while posses- .
sing the goods to the obligation.of the issuer. The obligation is d1scharged by de11very of the .
goods to another such person pursuant to the document, and does not include hablhty for
breach by any other such persons or by the issuer. - .

(3) The issuer of such through bill of lading or other document shall be entltled to recov-

er from the connechng carrier or such Gther person in possesswn of the goods when the
breach of the obligation under the document occurred, the amount it may be requrred to pay
to anyone entitled to recover on the document therefor as may be evidenced by any recelpt A
judgment, or transcript thereof, and the amount of any expense reasofiably incurred by itin - -
defending any action brought by anyone entitled to recover on the document therefor S

History: 1965 ¢ 811 s 336.7-302; 1986 c444

336.7-303 DIVERSION RECONSIGNMENT CHANGE OF INSTRUCTIONS.

(1) Unless the bill of lading otherwise provides, the carrier may deliver the goods to a
person or destinatjon other than that stated in the b111 or may otherwrse drspose of the goods
on instructions from ° ¢

(a) the holder of a negotlable b111 or

.(b)the con51gnor on a nonnegonable bill notwrthstandrng contrary mstructrons from the

- consignee; or

(c) the consrgnee on a nonnegotrable billinthe absence of contrary 1nstructrons from the .
consrgnor if the goods have arrived at the b111ed destrnatron or if the cons1gnee is'in posses-
sion of the bill; or . Ce

d) the consrgnee ona nonnegotrable brll 1f the consrgnee is ent1t1ed as agalnst the con-
signor:to dlSpOSC of them. . .. . . .

2 Unless such instructions are noted ona negotrable bill of ladmg, a person to whom a
the bill is duly negotiated can hold the bailee according to the original terms. . . . .

Hlstory 1965 ¢ 811 5 336. 7—303 1986 ¢ 444

336. 7—304 BILLS OF LADING IN A SET ‘ - o

(1) Except where customary in overseas transportatron, a brll of 1ad1ng must not be is-
sued in a set of parts.. The-issuer is liable for damages caused by vrolatlon of this subsectron N

.% (2).Wheére a bill of lading is lawfully drawn in a'set of parts, each of which is numbered
and expressed to be valid only if the goods have not been delivered against any other part 'the.
whole of the-parts constitute one bill. . .

" (3) Where abill of lading is lawfully issued ina set of parts and drfferent parts are. nego—
tiated to different persons, the title of the holder to whom theé first-due negotiation is made
prevails as to both the document and the goods even:though any later holder may have re- .
‘ceived the goods from the carrierin good faith and dlscharged the carrier’s obh gatlon by sur-
render of the later holder’s part. .

" i .(4) Any person who negotiates or transfers asingle part ofa b111 of ladmg drawn inaset
is 11able to holders of that part as if it were the whole set. i

* (5) The bailee is obliged to deliver in accordance with part 4 of this artlcle agarnst the'
ﬁrst presented part of a bill of lading lawfully drawn in a set. Such dehvery dlscharges the’
bailee’s obligation on the whole bill. : Co v

Hlstory 1 965 c 811 s 336 7-304; 1986 c 444

- 336. 7-305 DESTINATION B]LLS . )
(1) Instead of issuing a bill of lading to the consrgnor at the place of shlpment acarrier.,
may at the request of the consignor procure the bill to be issued at destrnatron or.at any other
place designated in the request. -
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" (2) Upon request of anyone entitled as against the carrier to control the goods while in
transit and on surrender of any outstanding bill -of lading or other receipt covering such
goods, the issuer may procure a substitute blll to be 1ssued at any place des1gnated in the re-
quest. e, . N

History: 1965 c 811 5 336. 7—305

336 7-306. ALTERED BILLS OF LADING. g : -

- An unauthorized alteration or filling in of a blank ina b111 of 1ad1ng leaves the b111 en- .
forceable according to.its original tenor. - wd

Hlstory 1 965 c 811 5 336. 7 306 B
336. 7—307 LIEN OF CARRIER - » :

(1) A carrier has a lien on the goods covered by a blll of ladrng for charges subsequent to': :
the date of its receipt of the goods for storage or transportation (including demurrage and
terminal charges) and for expenses necessary for preservation of the goods incident to their -
transportation or reasonably incurred in their sale pursuant tolaw. But against a purchaser for
value of a negotiable bill of lading a carrier’s'lien is limited to charges stated in the blll or the; :
applicable tariffs, or if no charges are statéd then to a reasonable‘charge. SEES

(2) Alienfor charges and expenses under subsection (1) on goods which the carrier was
required by law to receive for transportatron is effective. agamst the consignor or'any person
entitled to the goods unless the carriér had notice that the consignor lacked authority to'sub- -
ject the goods to such charges and expenses. Any otherlien under subsection (1) is effective -
against the consignor and any person who permitted the bailor to have control or possession
of the goods unless the carrier had notice that the bailor lacked such authority.

(3) A carrierloses a hen onany goods whrch the carner voluntarrly delivers or unjustifi-
ably refuses to deliver.

Hlstory 1965 ¢ 81] 5 336.7— 307 1986 ¢ 444

33e. 7—308 ENFORCEMENT OF CARRIER’S LIEN : , ;
(1) A carrier’s lien may be enforced by public or private sale of the goods, in bloc orin
parcels, at any time or place and on any terms which are commercially reasonable, after noti-.’
fying all persons known to claim an-interest in the goods. Such notification must include a
statement of the amount due, the nature of the proposed sale and the time and place of any
pubhc sale. The fact thata better price could have beenobtained by a sale at a different time or
inadifferent method from that selected by the carrier is not of itself sufficient to establish that
the sale Was not made in a commercially réasonable manner. If the carrier. either sells the
goods in the usual manner in any recognized market therefor or sells at the price current in
such market at the tine of sale or has otherwisé sold in conforrmty with’ commerclally rea-
sonable practices among dealers in the type of goods sold the carrier has sold in a commer-
cially reasonable manner. A sale of more goods than apparently necessary to be offered to
ensure satisfaction of the obligation is not commerclally reasonable except in cases covered
by the preceding sentence. o
(2) Before any sale pursuant to this section any person clamung arightin the goods may
pay the amount necessary to satisfy the lien and the reasonable expenses incurred under this
section. In that event the goods must not be sold, but must be retamed by the carrier subject to
the terms of the bill and this article.
“(3) The carrier may buy at any public sale pursuant to th1s sectlon
(4) A purchaser in good faith of goods sold to enforce a carrier’s lien takes the goods free
of any rights of persons against whom the lien was valid; despite noncompliance by the carri-
er with the requirements of this section.
" (5) The carriér may $atisfy a lien from the proceeds of any sale pursuant to this section .
- but must hold the balance, if any, for delivery on demand to any person to-whom the carrier
would have been bound to deliver the goods. -
(6) The rights provided by this section shall be in addition to all other rrghts allowed by-
law to a creditor against the creditor’s debtor. '
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~(7) A carrier’s lien'may be enforced in'accordance with either subsectron )] or the pro-
cedure set forth in subsection (2) of section336.7-210. : i

(8) The carrier is liable for damages ¢caused. by failure to comply with the requrrements
for sale under this section and in case of willful violation is liable for conversion. :

History: 1965 ¢ 811 s 336.7-308; 1986 c 444

336 7-309 DUTY OF CARE CONTRACTUAL LIMITATION OF CARRIER’S LI-
ABILITY. -

(1) A carrier who issues a bill of ladmg whether negotlable or nonnegotlable must exer-
cise the degree of care in relation to the goods which a reasonably careful person would exer-
- cise under like circumstances. This subsection does not repeal or change any law or rule of
law which imposes lrablhty upon a common carrier. for damages not caused by its negli-
gence. . ... .. )

-(2) Damages may be lrmrted bya provrsron that the carrier’s lrabrhty shall not exceed a
value stated in the document if the carrier’s rates are dependent upon.value and the consignor
- by the carrier’s tariff is affordedian opportunity to declare a higher value or a value as lawful-
ly provided in the tariff, or whereno tariff is filed the consignor is otherwise advised of such
opportumty, but no such lumtatron is effective with respect to the carrier’s liability for con-
version;to its own use. :

(3)Reasonable prov1s1ons as: to the time and manner of presentlng claims andi instituting
actions based on the shipment may be included in a bill of lading or tariff.

History: 1965 ¢ 81] s 336 7—309 1986 c 444

T Part4
WAREHOUSE RECEIPTS AND BILLS OF
LADING: GENERAL OBLIGATIONS

* 336.7-401 IRREGULARITIES IN ISSUE OF RECEIPT OR BILL OR CONDUCT
OF ISSUER.
- The obligations imposed by tlus arucle onan 1ssuer apply toa document of trtle regard-
less of the fact that
- - (a) the document may not comply with the requ1rements of thls artlcle or of any other
law or regulation regarding its issue, form ot content; or - ‘
~_ (b) the issuer may have violated laws regulatmg the conduct of busmess or-
(c) the goods covered by the document were owned by the ballee at the tlme the docu-
ment was 1ssued or - . ‘
(d) the person 1ssurng the document does not come wrthm the defimtron of warehouse
operator if it purports to be a warehouse recerpt

History: 1965 ¢ 811 5 336.7-401 1986 ¢ 444

336 7402 DUPLICATE RECEIPT OR BILL; OVERISSUE..

Neither a duplicate nor any other document of title purporting to cover goods already
represented by an outstanding document of the same issuer confers any right in the goods,
except as provided in the case of bills in a set, overissue of documents for fungible goods and
substitutes for lost, stolen or destroyed documents. But the issuer is-liable for damages
caused by the issuer’s overissue or failure to identify a duphcate document as such by con-
spicuous notation on its face. S ,

History:=1965 ¢ 811 s 336 7—402 1986 ¢ 444

336.7-403 OBLIGATION OF WAREHOUSE OPERATOR OR CARRIER TO DE-
LIVER; EXCUSE.

(1) The bailee must deliver the goods to a person entitled under the document who com-
plies with subsections (2) and (3), unless and to the extent that the barlee estabhshes any of
the following: .

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

527 UNIFORM COMMERCIAL CODE  336.7-501

- .. (a) Delivery of the goods to a person whose receipt was rightful as against the claimant;

(b) Damage to or delay, loss or destruction of the goods for which the'bailée is not liable;

(c) Previos sale or'other disposition of thé goods in lawful enforcement of alien or on
warehouse opérator’s lawful terriination of storage; X ~

(d) The exercise by a seller of the right to stop dehvery pursuant to the pr0v1s10ns  of the
article on sales (section 336.2-705);

(e) A diversion, reconsignment or other disposition pursuant to the prov1s10ns of thls
artlcle (section 336.7-303) or tariff regulatmg such right;

_ (D Release, satrsfactlon orany other fact affordmg a personal defense agamst the ¢laim-
ant:

(g) Any other lawful excuse.

(2) A person claiming goods covered by adocument of title must satlsfy the ba11ee slien
where the bailee so requests or where the ba11ee is pr0h1b1ted by law from dehvermg the
goods until the charges are paid. _

(3) Unless the person claiming i is one agamst whom the’ document confers no rlght un-
der SCCthH 336. 7—503(1), the' person must surrender for caricellation or notation of partial
deliveries any outstanding négotiable document covering the goods, and the bailee must can-
cel the document or consplcuously note the partial del1very thereon or beliable to any person
to whom the document is duly negotlated

.(4) “Person entitled under the document” means the holder in’ the case of 4 negotiable
document orthe person to whom delivery is to be made by the terms of or pursuant to written
instructions under a nonnegotlable document

Hlstory 1965 ¢ 811 s 336. 7—403 ]986 c444.

,336 7-404 NO LIABILITY FOR..GOOD FAITH DELIVERY PURSUANT TO RE-
CEIPT OR BILL.

A bailee who in good faith including observance of reasonable commercial standards
has received goods and delivered or otherwise disposed of them according to the terms of the
document of title or pursuant to this article is not liable therefor. This rule applies even though
the person from whom the bailee recelved the goods had no authority to procure the docu-
ment or to dispose of the goods and even though the person to whom the bailee delivered the
goods had no authonty to rece1ve them

Hlstory 1965 ¢ 811 s 336 7—404 1986 c 444

s PartS
WAREHOUSE RECEIPTS AND BILLS OF
LADING ‘NEGOTIATION AND TRANSFER

336. 7—501 FORM OF NEGOTIATION AND REQUIREMENTS OF “DUE NE-
GOTIATION.” =~ . . .,

(HA negotlable document of t1tle running to the order ofa named person is negotlated
by the named person’s endorsement and delivery. After the named. person s endorsement in
blank or to bearer any person can negotiate it by delivery alone. .

{(2)(@) A negotlable document of title is also negotrated by dehvery alone when by its
ongmal terms it runs to bearer;

(b) when a document running to the order of anamed person is delivered to the named
person the effect is the same as 1f the document had been negotlated
person requires endorsemént by the spec1a1 endorsee as we]l as délivery:

c (@A negotiable document of title is “duly- negotlated” when it is negotiated ini the man-
nef stated in this section to a holder who purchases it in good faith without notice-of any de-
fense agamst or claim to it on the part of any person and for value, unless it is established that
the’ negotlatlon is not in the regular course of business or financing or 1nvolves rece1vmg the
document in settlement or payment‘of a money obligation. .
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(5) Endorsement of a nonnegotiable document neither makes 1t negotiable nor adds to
the transferee’s rights.

(6) The naming in-a negotiable bill of a person to be nonﬁed of the arnval of the goods
‘ does not limit the negotlabrhty of the bill nor constitute notice to a purchaser thereof of.any
interest of such person in the goods.

History: 1965 ¢ 811 s 336. 7-501; 1986 c 444

336.7-502 RIGHTS ACQUIRED BY DUE NEGOTIATION.

(1) Subject to the following section and to the provisions of section 336. 7—205 on fung-
ible goods, a holder to whom a negotiable document of title has been duly negotiated ac-
quires thereby:

(a) Title to the document;

(b) Title to the goods; .

" (c) All rights accruing under the law of agency or estoppel, mcludmg rights to goods
delivered to the bailee after the document was issued; and

@ The direct obligation of the issuer to hold or deliver the goods accordmg to the terms

of the document free of any defense or claim by the issuer except those arising under the
terms of the document or under this article. In the case of a delivery order the bailee’s obhga—
tion accrues only upon acceptance and the obligation acquired by the holder is that the issuer
and any endorser will procure the acceptance of the bailee.
_ (2) Subject to the followmg section, title and rights so acqurred are not defeated by any
stoppage of the goods represented by the document or by surrender of such goods by the bai-
lee, and are not impaired even though the negotiation or any prior negotratron constituted a
breach of duty or even though any person has been deprived of possession of the document
by misrepresentation, fraud, accident, mistake, duress, loss, theft or conversion, or even
though a previous sale or other transfer of the goods or document has. been made toa thlrd
person.

History: 1965 c 811 § 336.7- 502 1986 ¢ 444

336.7-503 DOCUMENT OF TITLE TO GOODS DEFEATED IN CERTAIN CASES

MDA document of title confers noright in goods against a person who before issuance of
the document had a‘légal interest or a perfected security interest in them and who neither’

(a) delivered or entrusted them or any document of title coverlng them to the baJlor or
the bailor’s nominee with actual or apparent authority to ship, store ot sell or with power to
obtain delivery under this article (section 336.7—403) or with power of disposition under this
chapter (sections 336.2-403 and 336.9-307) or other statute or rule of law; nor

(b)acquiescedin the procurement by the bailor or the bailor’s nomrnee of any document
of title.

(2) Title to goods based upon an unaccepted delivery order is subject to the rights of
anyone to whom a negotiable warehouse receipt or bill of lading covering the goods Las been
duly negotiated. Such atitle may be defeated under the next section to the same extent as the
nghts of the issuer or a'transferee from the issuer.

' (3) Title to goods based upon a bill of lading issued to a frei ght forwarder issubjectto the
rights of anyone to whom a bill issued by the freight forwarder is duly negotiated; but deliv-
ery by the carrier in accordance with part 4 of this article pursuant to its own-bill of ladmg
discharges the carrier’s obligation to deliver.

History: 1965 ¢ 811 s 336.7-503; 1986 c444

336.7-504 RIGHTS ACQUIRED IN THE ABSENCE OF DUE NEGOTIATION EF-
FECT OF DIVERSION; SELLER’S STOPPAGE OF DELIVERY, IR
+ (1) A transferee of a document, whether negotiable or nonnegotiable, to whom the doc-
ument has been delivered but not duly negotiated, acquires the title and r1ghts which’ the
transferor had or had actual authority to convey.
. (2) In the case of anonnegotiable document, until but not-after the barlee receives nouﬁ-
catron of the transfer, the rights of the transferee may be defeated -
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(a) by those creditors of the transferor who could treat the sale as void under section
336.2-402; or i . . P

(b) by a buyer from the transferor in ordmary course of busmess if the bailee has deliv-
ered the goods to the buyer or received notification of the buyer’s rights; or

(c) as against the bailee by good faith dealings of the.bailee with the transferor. ,. -
. (3) Adiversion or other.change of sh1pp1ng 1nstruct10ns by the con51 gnor in a nonnego-
‘ ;tlable bill of ladmg which causes the bailee not to deliver to the consignee defeats the con-
81gnee stitle to the goods ifthey have been delivered toabuyerin 1ordinary course of busmess
‘and in any event. defeats the consignee’s rights against the ballee .

NE)) Dehvery pursuant to a nonnegotlable document tay be stopped by a seller under '
section 336.2-705, and subject to the requ1rement of due notification there provided. A bai-
lee honoring the seller’s instructions is ent1tled to be 1ndemmﬁed by the seller against.any
resulting loss or expense. SRR o e P

* History: 1965c811s336 7—504 I986c444 S e

336 7-505 - ENDORSER NOT A GUARANTOR FOR OTHER PARTIES » "_;. L
+ '~ The endorsement of a document of title issued by a bailee does not make the endorser
l1able forany default by the bailee or by previous; endorsers - : :

Hlstory 1965 ¢ 811 s 336.7-505

336. 7-506 DELIVERY WITHOUT ENDORSEMENT RIGHT TO COMPEL EN- '
DORSEMENT. = = 5 %

The transferee of a negottable document of t1t1e has a specifically enforceable r1ght to
have the transferor supply dny necessary endorsement but the transfer becomes a negotlatlon
only as of the time the endorsement is supphed S :

History: 1965 c 811 5 336,7-506; 1986 ¢ 444 " o

336. 7—507 WARRANTIES ON NEGOTIATION OR TRANSFER OF RECEIPT OR
BILL.
Where a. person negotlates or transfers adocument of t1t1e for value otherw1se than asa
. mere intermediary under the next following section, then unless otherw1se agreed ‘the person
warrants to the person’s 1mmed1ate purchaser only in addltlon to any warranty made 1n sel-
ling the goods
' (a) that the document i is genume and*” v
(b) that the warrantor has no knowledge of any fact whrch would 1mpa1r its. vahdlty or
fwor’th and .
 (c)that the warrantor s negotlatlon or transfer is nghtful and fully effectlve w1th respect _
to the title to the document and the goods it represents

History: 1965 ¢ 811 s 336.7— 507 1986 c 444

336.7-508 WARRANTIESOF COLLECTING BANK AS TO DOCUMENTS.

A collecting bank or other intermediary known to be entrusted with documents on be-
half of another or with collection of a draft orother claim agamst delivery of documents war-
rants by such delivery of the documents only its own good faith‘and authority. This rule ap-
plies even though the intermediary has purchased or made advances agamst the clarm or draft
to be collected. .

History: 1965 ¢ 811 5 336.7-508

I3 LA I3 o

336. 7—509 RECEIPT OR BILL WHEN ADEQUATE COMPLIANCE WITH COM-
MERCIAL CONTRACT. - -

The question whether a document is adequate to fulﬁll the obhgatlons of a contract for
sale or the conditions of a cred1t is governed by the articles on sales (artlcle 2)andon letters of
“credit (article 5). A o

History: 1965 c 811 s 336.7-509
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Part:6

‘ _ WAREHOUSE RECEIPTS AND BILLS OF '
b o LAD_TNG MISCELLANEOUS PROVISIONSV a

336 7-601 LOST AND MISSING DOCUMENTS.

“(1)Ifa document has been lost stolen ‘or destroyed, a court may order delivery of the
goods or issuance of a substitute document and the bailee may without liability to ‘any person
comply with such order. If the document was negotiable the claimant must  post security ap-
proved by the court to indemnify any person who may suffer loss as a result 6f nonsurrender
-of the document. If the document was not negotiable, such security-may be required at the
discretion of the court. The court may also i in its, dlscretron order payment of the ballee srea-
sonable costs and counsel fees. -

(2) A bailee who without court order delivers goods to a person clalmmg under a miis-
sing negotiable document is liable to any person injured thereby, and if the delivery is not in
good faith becomes liable for conversion. Delivery in good faith is not conversion if made in
accordance with a-filed classification or tariff or, where no classification or tariff is filed, if
the claimant posts security with the bailee in an amount at least double the value of the goods
.at the time of posting to indemnify any person injured by the dehvery who files a notice of
claim within one year after the delivery. ,

Hlstory 1965 ¢ 811 s 336 7-601

336 7—602 ATTACHMENT OF GOODS COVERED BY A NEGOTIABLE DOC-
UMENT. . o

- Except where the document was orlgmally issued upon dehvery of the goods by aper-
son' who had no power to dispose of them, no lien attaches by.virtue of any judicial process to
goods in the possession of a bailee for which a negotiable document of title is outstanding
unless the document be first surrendered to the bailee or its negotiation enjoined, and the bai-
lee shall not be compelled to deliver the goods pursuant to process until the document is sur-
rendered to the bailee or 1mpounded by the court. One who purchases the document for valie
w1thout notice of the process or injunction takes free of the lien 1mposed by _|ud1c1al process.

'History: 1965 ¢ 811 s 336.7-602; 1986 ¢ 444

336.7-603 CONFLICTING CLAIMS; INTERPLEADER ,

If more than one person claims title or possession of the goods, the bailee has a reason-

 able tifne to ascertain the validity of the adverse claims or to bring an action to compel all

claimants to interplead before maklng delivery, and may compel such interpleader, either in

defending an actron for nondehvery of the goods or by ongmal actlon, whlchever is ap-
propriate. :

Hlstory 1965 ¢ 811 s 336. 7—603 1986 c 444

Rev1sed Artlcle 8
INVESTMENT SECURITIES -

B

o o part1 ;
. SHORT TITLE AND GENERAL MATTERS :

336 8—101 MS 1994 [Repealed 1995 c 194 art 1 s 53]

: 336 8-101 SHORT TITLE.

-, This article may. be cited as Umform Commerc1al Code - Investment Secuntles.
Hlstory 1965 ¢ 811 s 336.8-101; 1995¢ 194 art 1 s 1 4

_336 8—102 MS 1994 [Repealed 1995 c 194 art 1s 53]

336.8-102 DEFINITIONS. | R B
(a) In this article: o © dir

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MI NNESOTA STATUTES 1998

531 ) UNIFORM COMMERCIAL . CODE 336.8-102

(1) “Adverse claim” means a claim that a claimant has a property interest in a financial
. assetand that it is a violation of the rights of the claimant for another person to hold, transfer,
or deal with the financial asset.

(2) “Bearer form,” as apphed to a certificated security, means a form i 1n which the secu-
rity:is payable to the bearer of the security certificate according to its terms but not by reason
.of an endorsement. - . N

3) “Broker” means a person deﬁned asa broker or dealer under the federal securmes
laws, but without excluding a bank acting in that capacity. e :

(4) “Certificated security” means a:security that is represented by a certificate.

(5) “Clearing corporation” means: . . C Y

" (i) a-person that:is registered as a “clearing agency”- under the federal seCurities laws;

(ii) a federal reserve bank; or : T :

(iii) any other person that provides clearance or settlement services with respect to fi-
naricial assets that would require it to register as a clearing agency under the federal securities
laws but for an-exclusion or exemption from the registration requirement, if its activities as a
clearing corporation, including promulgatlon of rules, are subject to regulation by a federal
or state governmental authority.. .. ... . .. .o o L0

(6) “Communicate” means to ) :

(i) send a signed writing; or S

~.(i1) transmit information by any mechamsm agreed upon by the persons transmrttmg'
and receiving the information. .
. (7) “Entitlement holder” means a person 1dent1ﬁed in the records of a secuntles inter-
* mediary as the person having a security entitlement against the securities 1ntermed1ary Ifa
person acquires a security entitlement by virtue of section 336 8—50 1 (b)(2) or (3) that person '

- 1s the entitlement holder.

(8) “Entitlement order” means a notlﬁcatlon communicated {6 a securities 1ntermed1ary
directing transfer or redemption of a financial asset to Wthh the entltlement holder has ase- -
curity entitlement.

(9) “Financial asset,” except as otherwise prov1ded in sectlon 336 8 103 ‘means:

(i) a security; el e :

(ii) an obligation of 4 person ot a share; pamc1pat10n -Or other interést in a:person or in
property or an enterpnse of a person, which is; o is of a'type; dealt in‘or traded on financial -
markets;-or which is recogmzed in any area in Wthh itis 1ssued or dealt inasa. medlum for
investment; or : Ca ™ SN :

‘(iii) any property that is held by a securities 1ntermed1ary for another personin a securi--
+ ties account if the securities intermediary has expressly agreed with the other person that the .

property is to be treated as a financial asset under this article.

Ascontext requ1res the term means either thé interest itself or the means by Wthh a person % )
claim toit is evidenced; 1nclud1ng a certlﬁcated or, uncertlﬁcated security, a secunty certifi- .
cate, or a security entitlement. .. . s . e '

- (10) “Good falth > for purposes of the obhgatlon of good fa1th in the performance or -
enforcemeént of contracts or duties within this article, means honesty i in fact and the obser-
vance of reasonable commercml standards of fair deahng ‘ :

. (D “Endorsement” means a signature that alone or accompanled by other words is -
made on a security certificate in registered form orona separate document for the purpose of
assigning, transfernng, or redeemmg the security or granting a power to assign, transfer, or
redeem it. Sy :

12) “Instructlon” means a notlﬁcatlon commumcated to the issuer of an uncemﬁcated
security which directs that the transfer. of the securrty be reglstered or that the securlty be
redeemed.

» (13) “Registered form,” as app11ed toa certlﬁcated secunty, means. a form in Wthh

(i) the security certificate specifies a person ¢ entitléd to the security; and .-

. (ii) a transfer of the security may be registered upon books maintained for( that purpose

’ by or on behalf of the issuer, or the security certificate so states.
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(14) “Securities intermediary means:

" (i) a clearing corporation; or - ~ E

(ii) a person, including a bank or broker, that in the ordinary course of i 1ts busmess main-
tains securities ‘accounts for others and is acting in that capacity: - R

(15) “Securrty ” except as otherwise provided in section 336.8—103, means an obhga-
tion of an issuer or a share part1c1pat10n or other interest in an 1ssuer or in property or an
enterprise of an issuer:

(i) which is represented by a security cemﬁcate in bearer or reglstered form, or the
transfer-of which may be'registered upon books mamtamed for that purpose by oron behalf
of the issuer;

.. (it)-which is one 'ofa class or series orby its terms is d1v1s1ble into-a class or.series of
shares participations, interests, or obhgatlons and R

(iii) which:. . ., - - , : e

(A)is,oris of atype, dealtin or traded on secur1t1es exchanges or securities markets or

- (B) is a medium for mvestment arid by 1its terms expressly prov1des that itisa securlty

' ’govemed by this article. - :

(16) “Security certlﬁcate” means a certlﬁcate representing a secur1ty :

(17) “Security entitlement” means the r1ghts and propéerty mterest of an ent1t1ement
holder with respect to a financial asset specified in part 5.

" (18)“Uncertificated security” means a security that is not represented by a certlﬁcate

(b) Other definitions apply1ng to this article and the SCCthIlS in wh1ch they appear are:

o “Approprlate person,” section 336 8-107
“Control,” section 336.8-106 "

“Delivery,” section 336. 8-301 '

.. .“Investment company security,” sectlon 336. 8—103
- “Issuer,” section 336.8-201 ‘

“Overissue,” section 336.8-210

“Protected purchaser,” section 336.8-303

“Securities account,” section 336.8—501

: {c)Inaddition, article 1 contains general.definitions and pnncrples of construction and
mterpretatlon applicable throughout this article. .
-(d) The characterization of a person; business, or transactlon for purposes of this artlcle
‘ does notdetermine the characterization of the person busmess ortransaction for purposes of
any other law, regulation, or.rule. P .

- History: 1995 c 194 art 1 s 2 i
‘336 8—103 MS 1994 [Repealed 1995 c 194 art ls 53]

- 336.8-103 RULES FOR DETERMINING WHETHER CERTAIN OBLIGATIONS
~ AND INTERESTS ARE SECURITIES OR FINANCIAL-ASSETS. ’

(a) A share or smular eqmty interest 1ssued by a corporatlon busmess trust Jomt stock
company, or similar entity is‘a sécurity. »

' (b) An “investment company security” is a securlty “Investment company secunty

means a share or simnilar equity interest issued by an entlty thatis reglstered as an investment .

‘company under the federal invéstment company laws, an interest in a unit investment trust

that is so registered, or a face—amount certificate issued by a face—améunt certificate compa-

ny thatis so registered. Investment company security does not include an 1nsurance pohcy or

endowment policy or annuity contract'issued by an inSurance company

" (c) Aninterestina partnershlp of limited labilify company i§ general intan glble and is
. not a secunty or a financial asset, except as follows:

-"(1) An intefest in a partnership or limited liability company is a sécurity and is not a
general intangible if it'is dealtin ortraded-on a securities exchange of in a'securities market,
its terms‘expressly. provide that 1t isa securlty govemed by thlS article, or 1t isan mvestment -
company security. | R . : S :
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(2) Aninterestina partnershrp or hmrted liability company is a ﬁnan01al asset and is not
a general intangible if it is held in a securities account.

- (d) A writing that is a security certificate is governed by this artlcle and not by article 3,
even though it also meets the requirements of that article. However, a negotiable instrument
governed by article 3 is a financial asset if it is held in a securities account. :

(e) An option or similar obligation issued by a clearing corporatron to its participants is
not a security, but is a financial asset. . . e

(f) A commodity contract, as deﬁned in section 336.9-115; is not a secunty or a finan-
cral asset. - «

History: 1995 c 194 art 1 5 3; 1996 c361s553
336.8-104 MS 1994 [Repealed, 1995 ¢ 194 art 1 s 53]

336.8-104 ACQUISITION OF SECURITY OR FINANCIAL ASSET OR INTEREST
THEREIN.

(a) A person acquires a security or an interest therein, under th1s article, if:

(1) the person is a purchaser to whom a security is delivered pursuant to section
336.8-301; or :

(2) the person acquires a security entitlement to the secunty pursuant to section
336.8-501.

(b) A person acquires a financial asset, other thana secunty, oran 1nterest there1n under
this article, if the person acquires a security entitlement to the financial asset.

(c) A person who.acquires a security entitlement to a security or other financial asset has
the rights specified in part 5, but is a purchaser of any security, security entitlement, or other
financial asset held by the secuntres 1ntermed1ary only to the extent prov1ded in section
336.8-503.

(d) Unless the context shows that a different meaning is intended, a person who is re-
quired by other law, re gulatibn, rule, or agreement to transfer, deliver, present; surrender, ex-
change, orotherwise put in the possession of another persona security or finaricial asset satis-
fies that requirement by causing the other person to acqurre an interest in the secunty or fi-
nancial asset pursuant to subsection (a) or (b). - [ e

History: 1995c 194 art1s4 -
336.8-105 MS 1994 [Repealed, 1995 ¢ 194 art T s‘§3]“ '

336.8-105 NOTICE OF ADVERSE CLAIM. * " - ' ST

(a) A person has notice of an adverse claim if:- o o

. (1) the person knows of the adverse clarm,

(2) the person is aware of facts sufficient to indicate that thereisa mgmﬁcant probab111ty
that the adverse claim exists and dehberately avoids 1nformat10n that would establish the ex-
istence of the adverse claim; or

(3) the person has a duty, imposed. by statute or regulation, to investigate whether an
adverse claim exists, and the 1nvest1gat10n S0 requ1red would establish the existence of the
adverse claim.

- (b) Havrng knowledge thata. ﬁnancral asset or 1nterest therem is or has been transferred
by arepresentative imposesno duty of inquiry-into the rightfulness of atransaction and is not
notice of an adverse claim. However, a person who knows that a representative has trans-
ferred a financial asset or interest therein in a transaction that is, or whose proceeds are being
used, for the individual benefit of the representative or otherwise in breach of duty has notice
of an adverse claim.

(c) Anactor event that creates a right to immediate performance of the principal obliga-
tion represented by a security certificate or sets a date on or after which the certificate is to be
presented or surrendered for redemption or exchange does not itself constltute notrce of an
adverse claim except in the case of a transfer more than: :

(1) one year after a date set for presentment or surrender for redemptlon or exchange or
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(2) six months after adate set for payment of money against presentatron or surrender of
the certificate, if money was available for payment on that date.. ’

(DA purchaser of a certificated securlty has notice of an adverse claim 1f the securlty
certificate::

(1) whetherin bearer or reglstered form, has been endorsed “for collectron or “for sur-
render” or for someé other purpose not involving transfer; or ‘

 (2)is in bearer form and has on it an unambiguous statement that it is the property of a

person other than the transferor, but the mere writing of a name on the certificate is not such a
statement. S

(e) Filing of a financing statement under article 9 is not notice of an adverse claimto a
financial asset.

History: 1995c 194 arti1s5
336.8-106 MS 1994 [Repealed, 1995¢ 194 art 1 s 53]

336.8-106 CONTROL. :
' (a) A purchaser has “control” of a certificated security in bearer form if the certificated
security is delivered to the purchaser.

(bA purchaser has “control” of a-certificated security in registered form 1f the certifi-
cated security is delivered to the purchaser, and:

(1) the certificate is endorsed to the purchaser or 1n4b1.ank by an effeetlve endorsement;
or ;

- (2)the certificate is registered in the name of the purchaser upon ongmal issue or regis-
tration of transfer by the issuer. - U

(c) A purchaser has “control” of an uncertrﬁcated security if:  *

(1) the uncertificated security is delivered to the purchaser; or

(2) the issuer has agreed that it will comply with instructions ongmated by the purchaser
without further.consent by the registered owner. .

(d) A purchaser has “control” of a security entitlement. 1f

(1) the purchaser becomes the entitlement holder; or - -

(2) the securities intermediary has agreed that it will comply with entitlement orders
originated by the purchaser without further consent by the entitlement holder.

(e) If an interest in a security entitlement is granted by the entitlement holder to the en-
titlement holder’s own securities intermediary, the securities intermediary has control.

(f) A purchaser who has satisfied the requirements of subsection (c)(2) or (d)(2) has
control even if the registered owner in the case of subsection (c)(2) or the entitlement holder
in the case of subsection (d)(2) retains the right to make substitutions for the uncertificated
security or security-entitlement, to originate instructions or entitlement orders to the issuer or
securities intermediary, or otherwise to deal with the uncertificated securtty or secunty en-

© titlement.

(g) An issuer or-a securities intermediary miay not enter into an agréement of the kind
described in subsection (c)(2) or (d)(2) without the consent of the registeréd owner or entitle-
ment holder, but an issuer or a securities intermediary is not required to entér into such an
agreement even though the registered owner or entitlement holdeér so directs: An issuer or
securities intermediary that has entered into such an agreement is not required to confirm the
existence of the agreément to another party unless requested to’ doso by the reglstered owner
ot entitlement holder. ;

Hlstory 1995'c 194 art 156 .
' 336 8—107 MS 1994 [Repealed, 1995 ¢ 194.art 1 S 53] Ce

336 8—107 WHETHER ENDORSEMENT INSTRUCTION OR ENTITLEMENT
ORDER IS EFFECTIVE. "
(a) “Appropriate person” means: i
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(1) with respect to an endorsement; the person specified by a security certificate or by an
effective special endorsement to be'entitled to the security;: :

(2) with respect to an instruction, the registered owner of an uncertlﬁcated secunty,

. (3) with respect to an entitlement order, the entitlement holder;

(4) if the person designated in paragraph (1) (2), or (3) is'deceased, the desrgnated per-
son’s successor taking under other law or the designated person’s personal representatrve
acting for the estate of the decedent; or

(5) if the person desrgnated in paragraph (1); (2), or (3) 1acks capacity, the de51gnated
person’s guardian, conservator, or other similar representatrve who has power-under other
law to transfer the security or financial asset. .

(b) An endorsement, instruction, or entitlement order is effectrve if:

(1) it is made by the appropriate person;

(2) itis made by a person who has power under the law. of agency to transfer the security
or financial asset on behalf of the appropriate person, including, in the case of an instruction
or entitlement order, a person who has control under section 336. 8—106(c)(2) or (d)(2); or

(3) the appropriate person has ratified it or is otherwrse precluded from assertmg its in-
effectiveness. ,

(c) An endorsement instruction, or entrtlement order made bya representatrve 1s effec- )
tive even if:

(1) the representative has failed to comply wrth a controlhng 1nstrument or Wrth the law
of the state having jurisdiction of the representative relationship, 1nclud1ng anylaw requlnng

" the representatlve to obtain court approval of the transaction; or

) the representatlve s action in maklng the endorsement 1nstructron or entrtlement
order or using the proceeds of the transaction is otherw1se a breach of duty.

(d) If a security is regrstered in the name of or specrally endorsed to a person described
as arepresentative, or if a securities account is ‘maintained in the name of a person described
as a representative, an endorsement, instruction, or entrtlement order made by the person is
effectlve even though the person is no longer servmg in the described capacrty »

- . (e) Effectiveness of an endorsement 1nstructron or entitlement order is determrned as
of the date the- endorsement, instruction, or- entltlement order is made, and an endorsement,
instruction, or entitlement order does not become 1neffect1ve by reason of any later change of -
circumstances. : . B . o .

~History: 1 995 cl9%4artls 7
336. 8—108 'MS 1994 [Repealed, 1995 ¢ 194 art 1's 53]

336 8—108 WARRANTIES IN DIRECT HOLDING: ‘

(a) At person who transfers a cértificated secunty toa purchaser for value warrants to the
purchaser and an endorser if the transfer is by endorsement warrants to any subsequent pur—
chaser, that: o

(1) the certlﬁcate is genurne and has not been materral]y altered

(2) the transferor or endorser does not know of any, fact that mighti 1mpa1r the validity of
the security;

(3) there is no adverse claim to the security;

(4) the transfer does not violate' any restriction on: transfer A :

- (5) if the transfer is by endorsement, the endorsement is made by an appropnate person,
or if the endorsement is by an agent, the agent has actual authority to act on behalf of the ap-
propriate.person; and - .

(6).the transfer.is otherwrse effectrve and r1ghtfu1 ; .

(b) A person who originates an instruction for registration of transfer of an uncertlﬁ—
cated security to.a purchaser for value warrants to thepurchaser that: :

(1) the instruction is made by an appropriate person, or if the instruction is by an agent,
the agent:has actual authority to act.on behalf-of the appropriate petson; S

(2) the security is valid; . :
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(3) there is no adverse claim to the security; and )

(4) at the time the instruction is presented to the issuer:

- (i) the purchaser will be entitled to the registration of transfer;

(ii) the transfer will be registered by the issuer free from all liens, security interests, re-
strictions, and claims other than those specified in the instruction;

(iii) the transfer will not violate any restriction on transfer; and :

(iv) the requested transfer will otherwise be effective and rightful.

(c) A person who transfers an uncertificated security to a purchaser for value and does
not originate an instruction in connection with the transfer warrants that :

(1) the uncertificated security is valid;

(2) there is no adverse claim to the $ecurity; °

(3) the transfer does not violate any restriction on transfer; and

(4) the transfer is otherwise effective and rightful ‘

'(d) A person who endorses a security certificate warrants to the issuer that:

(1) there is no adverse claim to the securlty, and |

(2) the endorsement is effective. :

- (A person who orlgmates an instruction for registration of transfer of an uncertlﬁ-
cated security warrants to the issuer that:

(1) the instruction is effective; and
~ . (2) atthe time the 1nstruct10n is presented to the 1ssuer the purchaser will be entitled to
the reglstratlon of transfer.

(f) A person who presents a certlﬁcated secunty for reglstratron of transfer or for pay-
ment or exchange warrants to the issuer that theé person is entitled to the registration, pay-
ment, or exchange, but a purchaser for value and without notice of adverse claims to whom
transfer is registered warrants only that the person has no knowledge of any unauthonzed
signature in a necessary endorsement.

(g) If apersonacts as agent of another in delivering a certificated security toa purchaser,
the identity of thé principal was known to the person to whom the certificate was delivered,
and the certificate delivered by the agent was received by the agent from the principal or re-
ceived by the agent from another person at the direction of the principal, the person deliver-
ing the security certificate warrants only that thé delivering person has authority to act for the
principal and does not know of any adverse claim to the certificated security.

(h) A secured party who redelivers a security certificate received, or after payment and
on order of the debtor delivers the security certificate to another person, makes.only the war-
ranties of an agent under subsection (g).

(i) Except as otherwise provided.in subsection (g) abroker acting for a customer makes
to the issuer and a purchaser the warranties provided in subsectlons (a) through (f). A broker
-that delivers a security certificate toits customer, or causes its customerto be reglstered asthe
owner of an uncertificated security, makes to the customer the warranties provided in subsec-
tion (a) or (b), and has the rights.and prlvrleges ofa purchaser under this section. The warran- -
ties of and in favor of the broker acting as an agent are 1n addmon to apphcable warranties
given by and in favor of the customer.

History: 1995c 194 art 1 s 8

336.8-109 WARRANTIES IN INDIRECT HOLDING
_ (2) A person who originates an entitlement order toa secuntles mtermedlary warrants to
the securities intermediary that:

(1) the entitlement order is made by an appropriate person, or 1f the entltlement order is
by an agent, the agent has actual authority to act on behalf of the appropriate person; and

(2) there isno adverse claim to the security entitlement.

(b) A person who delivers a secitrity certificate to a securities intermediary for credittoa
securities account or originates an instruction with respect to an uncertificated security di-
recting that the uncertificated security be credited to a securities account makes to the securi-
ties intermediary the warranties specified in section 336.8—108(a) or (b).
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“(c) If a securities intermediary delivers-asécurity certificate to its entitlement holder-or
causes its entitlement holder to be registered as the owner of an uncertificated security, the
securities intermediary makes to the entitlement holder the warranties specified in sectlon
336.8-108(a) or (b).

History: 1995 c I94ar 159 R

"‘336 8—110 APPLICABILITY' CHOICE OF LAW e : s
(a) “The local law of the issuer’s jurisdiction, as spec1ﬁed in subsect10n (d) governs
(1) the validity of a security; :
* (2) the rights and duties of the issuer with. respect to registration of transfer
. (3) the effectiveness of registration of transfer by the issuer; .
N C))] whether the issuer owes any duties to-an. adverse claJmant toa secur1ty, and ,
~+ (5) whether an adverse claim can be asserted against a person to whom transfer of a cer-’
t1ﬁcated or uncertificated security is registered or a person who obtains control of an uncer-
tificated security. &
" -(b) The local law of the securities 1ntermed1ary 'S _]unsdlcnon as spec1ﬁed in subsectlon
~ (e), governs: o o . :

(1) acquisition of a secunty entitlement from the secuntles mtermedlary,

~ (2) the rights and duties of the securrtres 1ntermed1ary and: ent1tlement holder ansmg out
of a security entitlement;: =

(3) whether the secur1t1es 1ntermed1ary owes any dut1es toan adverse clalmant toasecu- -
r1ty entitlement; and -

(4) whether an adverse claim can be asserted’ agamst a person who acquires a security
entltlement from the securities 1ntermed1ary or a person who purchases a security entitle-
ment or interest therein from : an entitlement holder: :

" (c) The local law of the ]unsdlctlon in which a secur1ty certlﬁcate islocated at the time
of dehvery governs whethef ‘an adverse c1a1m can be’ asserted agamst a person to whom the
‘security ¢ certificate is dehvered R

d “Issuer’s jurisdiction” means the _]unsdlctlon under which the issuer of the secunty_
is organized or, if permitted by the law of that jurisdiction, the law of anothier jurisdiction
specified by the issuer. An issuer organized under the law of this state may specify the law of
another jurisdiction as the law govemmg the matters spec1ﬁed in subsectlon (a)(2) through

-

s

(e) The followmg rules determme a secur1t1es 1ntermed1ary ] _]unsdlctlon for pur-
poses of. th1s sect10n '

(1)Ifan agreement between the secuntles 1ntermed1ary andi its ent1t1ement holder spec1-
fiesthat it is governed by the law of a particular Junsdlctlon that Junsdlctlon is the securities
intermediary’s jurisdiction.

(2)Ifan agreement. between the securities intermediary and its entitlement holder does

)not spec1fy the govermng law as provided in paragraph (1), but expressly specifies that the
securities account is maintained at an office i ina partlcular ]unsdrctlon that _]unsdlctlon isthe
secuntles 1ntermed1ary s ]unsdlctlon P

(3)Ifan agreement between the securities mtermedlary and 1ts entltlement holder does
not specify a jurisdiction as provided in paragraph (1) or (2), the secuntles intermediary’s
]unsdlctlon isthe Junsdlctlon in'whichislocated the ofﬁce 1dent1ﬁed in an account statement
as the office serving the'entitlement holder’s accounit. ™

. (4) If an agreement between the securities intermediary and its entitlement holder does
not spec1fy a jurisdictioni as provided in paragraph (1)or (2) and an account statement does
not 1dent1fy an office serving the entitlement holder’s account as prov1ded in paragraph (3),
the securities intermediary’s jurisdiction is the Junsdlctlon in wh1ch is Tocated the chief

v executlve office of the securities’ 1ntermed1ary s e

" (f) A'securities intermédiary’s jurisdiction is not detérniined by the phys1ca1 location of
certificates representing financial assets, or by thé jurisdiction'in whichiis orgamzed theissu-
er of the financial asset with respect to which an entitlement holder has asecurity entitlement,
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or by the location of fac111t1es for data processmg or other recordkeeplng concerning the ac-
count. . v o _ .

History: 1995 cl94art1s10

336.8-111 CLEARING CORPORATION RULES. :

A rule adopted by a clearing corporatron governing rights and obhgatlons among the
clearing corporation and its participants in the clearing corporation is effective even if the -
rule conflicts with this chapter and affects another party who does not consent to the rule.

History: 1995 c 194 art 1 s 11

336.8-112 CREDITOR’S LEGAL PROCESS. ,

(a) The interest of a debtor in a certificated security may be reached by a creditor only by

actual seizure of the security‘certificate by the officer making the attachment or levy, except

“as otherwise provided in subsection (d). However, a certificated security for which the certif-
icate has been surrendered to the issuer may be reached by a creditor by legal process upon
the issuer.

(b) The interest of a debtor in an uncertificated security ma'y be reached by a creditor
only by legal process upon the issuer at its chief executive office in the Umted States, except
as otherwise provided in subsection (d).

(c) The interest of'a debtor in a security entitlement may be reached by a credltor only by
legal process upon the securities 1nterrned1ary with whom the debtor’s securities account is
maintained, except as otherwise provided in subsection (d). ;-

(d) The interest of a debtor in a certificated security for which the certlﬁcate is in the
possession of a secured party, or in an uncertificated security registered in the name of a se-
cured party, or a security entitlement maintained in the name of a secured party, may be
reached by a creditor by legal process upon the secured party :

(e) A creditor whose debtor is the owner of a cemflcated secunty, unceruﬁcated securi-
ty, or security entitlement is entitled to aid from a court of competent jurisdiction, by i injunc-
tion or otherwise, in reaching the certificated security, uncertificated secunty, or security en-,
titlement or.in satisfying the claim by means allowed at law orin equity in regard to property
that cannot readlly be reached by other legal process

History: ]995 c 194 art1s12

336.8-113 STATUTE OF FRAUDS INAPPLICABLE.

A contract or modification of a contract for the sale or purchase of a secunty is enforce-
able whether or not there is a writing signed or record authenticated by a party against whom
enforcement is sought, even if the contract or modlﬁcanon is not capable of performance
within one year of i its maklng

History: 1995'¢c 194 art Is13

336.8-114 EVIDENTIARY RULES CONCERNING CERTIFICATED SECURI-
TIES. ‘

The followrng rulés apply in an action on a certlﬁcated securlty agamst the issuer:

(1) Unless specifically denied in the pleadings, each srgnature on a secunty certificate
or in a necessary endorsement is adrrutted

(2) If the effectiveness of a srgnature is put inissue, the burden of establishing effectrve-
ness is on the party claiming under the signature, but the signature is presumed to be genuine
or authorized.

B3I s1gnatures ona securlty certificate are adnutted or estabhshed productron of the
certificate entitles a holder to recover on it unless the defendant establishes a defense or a
defect going to the validity of the secunty

(4) If it is shown that a defense or defect exists, the plaintiff has the burden of estabhsh—
ing that the plaintiff or some person under whom the plamtlff clalms is a person against
whom the defense or defect cannot be’ asserted ' :

History: 1995¢ 194art1s14 . . . o0

«
T
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.336. 8-115. SECURITIES INTERMEDIARY AND OTHERS NOT LIABLE TO AD-
sVERSE CLAIMANT. « - RIS
‘ A securities mtermedrary that has transferred a ﬁnan01al -asset pursuant to an effectlve
’:-'entltlement order, or abroker or other agent or bailee that has dealt with a financial-asset at the
direction of its custorner or principal, is not liable to a person-having an adverse claim te the
. ﬁnancial asset, unless the 'securitiesrintermediary, o broker or other agent or bailee:
(1) took the action after it had been sérved with an injunction, restraining order, or other -
- legal process enjoining it from doing so, issued by a court of competent jurisdiction, and had
areasonable opportunity to act on the ifijunction; réstraining order; or other legal process; or
(2) actedin collus10n w1th the wrongdoer i v1olat1ng the nghts of the adverse clalmant
— or .
. (3)inthecase of a security certificate that’ has been stolen acted w1th notlce of the ad-
verse claim.

I-Ilstory 1995c194art1s15
336 8—116 SECURITIES INTERMEDIARY AS PURCHASER FOR VALUE

~. A securities 1nterrned1ary that.receives a financial asset and-establishes a secunty en-
titlement to the financial asset in favor of an entitlement holder is.a purchaser for value of the
financial asset. A securities intermediary that acquires a security-entitlement to a financial
asset from another securities intermediary acquires the security entitlement for value if the
securities 1ntermed1ary acquiring the security entitlement establlshes a security entitlement
to the financial asset in favor of an ent1t1ement holder. . - .~ i . .

History: 1995 c194.art 1 s 16 -

. Part2
ISSUE ISSUER

336.8-201 MS 1994 [Repealed 1995 ¢ 194 art Is 53]

_336 8—201 ISSUER . .

(a) With respect to an obllgatlon onora defense to a secunty, an “issuer’ 1ncludes aper-
son that: .

(1) places or authorizes:the placing of its name on a secunty certlﬁcate other than as
authenticating tristee, registrar, transfer agent, or the like, to evidence a share, participation,
or otherinterest in its property orin an enterpnse orto ev1dence 1ts duty to perforrn an obh ga-
tlon represented by the certificate; .

, "(2) creates a shate, participation, or other interest in its property or 1n an enterpnse or
undertakes an obhgatlon that is an uncertificatéd secur1ty, LR _

‘(3) d1rectly or 1nd1rectly creates a fractlonal interest'in its nghts or property if the frac- .
tlonal interest is represented by a security certificate; or ’

(4) becomes respons1ble for, or in place of another person descrlbed as an 1ssuer in thlS
section. -

" (b)With respect to an obhgatlon onor defense toa secunty, a guarantor is an 1ssuer to the
extent of its guaranty, whether or not its obhgatlon is noted.on a security certlﬁcate " )

s (c) With respect to a regrstratron of a transfer issuer means a person on whose behalf
transfer books are maintained. ... ..., . . AR

History: 1995 c 194 art 15 17 B
336.8-202 MS 1994 [Repealed 1995 ¢ 194 art 15.53]

336.8-202 ISSUER’S RESPONSIBILITY AND DEFENSES NOTICE OF DEFECT
ORDEFENSE. - -

" lw(a)Even against a purchaser for value and w1thout notice, the terms ofa certlﬁcated se-
" curity include terms stated on the certificate and terms made part of the security by reference
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on the certificate to another instrument, indenture, or documént ot:t6 a:constitution, statiite,
ordinance, rule, regulation, order, or the like, to the extent the terms referred to do not conflict
with terms stated on the certificate. A reference underthis subsection does not of itself-charge
a purchaser for value with notice of a defect going to the validity of-the security, even if the
_certificate expressly states that.a person accepting it admits notice. The terms of an uncertifi-
cated security include those stated in any instrument, indenture, or document or:in a constitu-
tion, statute, ordinance, rule, regulation, order, or the like, pursuant to, which the security is
issued. . : . .
(b) The followmg rules apply if an issuer asserts that a securrty 1s not vahd
: (1) A security other than one issued by a government or governmental subdivision,
agency, or instrumentality, even though issued with a defect going to its validity, is valid in
the hands of a purchaser for value and without notice of the particular deféct unless the defect
involves a violation of a constitutional provision. In that case, the security is valid in the
hands of a purchaser for value and without notice of the defect, other than one who takes by
original issue.

(2) Paragraph (1) applies to an issuer that is a government or governmental subdivision,
agency, or 1nstrumentahty only if thére has been substantial compliance with the Tegal re-
qulrements governing the issue or the issuer has:received a substantial consideration for the
issue as a whole or for theparticular security and a stated purpose of the issue is-one for which
the issuer has power to borrow money or issue the security.

(c) Except as othérwise provided in section 336.8-205, lack of genuineness of a certifi-
cated security is a complete defense, even: agalnst a purchasér for value and without notice.

(d) All other defenses of the issuer of a sectirity, including nondelivery and conditional
delivery of a certificated security, are ineffective against-a purchaser for value who has taken
the certificated security without notice of the particular defense.

(e) This section does not affect the nght of a party to cancel a contract for a security

“when, as and if issued” or “when distributed” in the event of a material change in the charac-
ter of the security that is the subject of the contract or in the plan or arrangement pursuant to
which the security is to be issued or distributed. - ’

(f) If a security is held by a securities 1ntermedrary agamst whom an entitlement holder
has a secunty entitlement with respect to the security, the issuer may not assert any defénse
that the issuer could not asseit if the entitlement holder held the security directly.

Hlstory 1995 c 194 art 15 18
.336 8—203 MS 1994 [Repealed 1995 ¢ 194 artls 53]

tr

P r',.l= -

336 8—203 STALENESS AS NOTICE OF DEFECT OR DEFENSE

.After anactor event other than a call that has been revoked, creating a nght to 1mmed1-
ate performance of the principal obhgatron represented by a- certificated security or setting a
date on or after. which the security is to.be presented or surrendered for redemptron or ex-
" change, a purchaser is charged with notice of any defect in 1ts 1ssue or defense of the 1ssuer 1f
the act or event:

(1) requires the payment ‘of money, the del1very of a céttificated sécurity, thé registra-
tion of transfer of an uncertificated security, or any of them on presentation or surrender of
the security’ certificate, the money or security’ is available" on the date set for payment or ex-
change, and the purchaser takes the security-more than onie year after that date; or

* (2) is not'covered by paragraph (1) and the purchaser takes the security more than two
years after the date set for surrender or presentatlon or the date on wmch performance be-
came due. S .

History: 1995 ¢ 194 aﬂI 519 _
336. 8—204 MS 1994 [Repealed 1995 ¢ 194 art 1 s 53]

336.8-204 EFFECT OF ISSUER’S RESTRICTION ON TRANSFER

" A restriction on transfer of a security imposed by the issuer, even if otherwrse lawful is
ineffective against a person without knowledge of the restriction unless: © -~ -, .
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(1) the security is certificated and the restriction is noted consprcuously on the secunty
certificate; or R
(2) the security is uncertrﬁcated and the reglstered owner has been notified of the re-
striction. et . C .
History: 1995 ¢ 194 art I 520

336.8-205 MS 1994 [Repealed, 1995 ¢ 194 art 1 s 53] -

336. 8—205 EFFECT OF UNAUTHORIZED SIGNATURE ON SECURITY CERTIF-
ICATE."

An unauthorized signature placed on a security cértificate before or in n the course of is-
sue is ineffective, but the 81gnature is effective in favor of a purchaser for value of the certifi-
cated security if the purchaser is without not1ce of the lack of authonty and the s1gmng has
been done by :

(1) an authentlcatlng trustee, reglstrar transfer agent, or other person entrusted by the
issuer with the signing of the security certificate or of similar secunty certrﬁcates or the im-
. /medlate preparatlon for signing of any of them; or

" (2) an employee of the issuer, or of any of the persons listed in paragraph D), entrusted
with responsible handling of the securrty certificate. .

- History: 1995c 194 art 1521 _
7336 8206 MS 1994 [Repealed, 1995 ¢ 194 art1ls 53]
336.8-206 COMPLETION OR ALTERATION OF SECURITY CERTIFICATE
 (a)If asecurity certificate contains the srgnatures necessary to 1ts 1ssue or transfer but 1S
incomplete in any other respect: o
1) any person may complete it by filling in the blanks as authorized; and
(2) even if the blanks are incorrectly filled in, the security certificate as completed is
enforceable by a purchaser who took it for value and without notice of the incorrectness.
: (b) A complete security certificate that has'been improperly altered, even if fraudulent-
ly, remaiiis enforceable, but only according to 1ts orrgrnal terms.

History: 1995 c 194 art 1522 -
336.8-207 MS 1994 [Repealed 1995 c 194 art1s 53]

336.8-207 RIGHTS AND DUTIES OF ISSUER WITH RESPECT TO REGISTERED

(@) Before due presentment for reglstratlon of transfer of a certificated security in regls-
' tered form or of an instruction requesting registration of transfer of an uncertificated security,
the issuer or indenture trustee may.treat the registered owner as the person exclusively en-
titled to vote, recelve notrﬁcatrons and otherwise exercise all the rrghts and power of an own-
er.

(b) This article does not affect the llab111ty of the reglstered owner of a secunty for a call
assessment, or the like. N

History: / 995c 194 art1s 23
336. 8—208 MS 1994 [Repealed 1995 ¢ 194 art 1 s 53]

336.8-208 EFFECT OF SIGNATURE OF AUTHENTICATING TRUSTEE REG-
ISTRAR, OR TRANSFER AGENT.

(a) A person signing a security certificate as authentrcatmg trustee reglstrar transfer
agent, or the like, warrants to a purchaser for value of the cemﬁcated security, if the purchas—
er is without notice of a particular defect, that: -. < ro

(1) the certificate is genuine; . . ' -

(2) the'person’s own participation in the issue of the secunty is wrthm the person ’s ca-
pacity and within the scope of the authority received by the person from the issuer; and -
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(3) the person has reasonable grounds to believe that the certificated security is in the
‘form and within the amount the issuer is authorized to issue. »
(b) Unless otherwise agreed, a person s1gmng under subsection (a) does not assume re-
sponsibility for the validity of the security in other respects.

History: 1995 c 194 art 1 s 24

336.8-209 ISSUER'’S LIEN. o »
.. Alieninfavorof anissuer upona certificated security is valid against a purchaser only if
the right of the issuer to the lien is noted conspicuously on the security certificate. -

History: 1995 c 194 art 1 s 25

336. 8—210 OVERISSUE

" (a)Inthis section, “overissue” means the issue of securities in excess of the amount the
issuer has corporate power to issue, but an ovenssue does not occur 1f appropnate action has
cured the overissue.

' (b) Except as otherwise provided in subsectlons (¢)and (d), the prov1s1ons of this article
.which validate a security or compel its issue or reissue do not app]y to the extent that vahda— )
tion, issue, or reissue would result in overissue.

() If an identical security not constituting an overissue is reasonably available for pur-
chase, a person entitled to issue or validation may compel the issuer to-purchase the security .
and deliver it if certificated, or register its transfer if uncertificated, against surrender of any
security certificate the person holds.

'(d) If a-security is not reasonably available for purchase, a person entitled to issue or -
validation may recover from the issuer the price the person or the last purchaser for value
pa1d for it with interest from the date of the person’s demand.

Hlstory. 1995 c 194 art 1 s 26: ,

C . Part3 -

TRANSFER OF CERTIFICATED AND
UNCERTIFICATED SECURITIES

e

336.8-301 MS 1994 [Repealed, 1995 c 194 art1s 53]

336.8-301 DELIVERY. , ;
~ (a) Delivery of a certificated security to a purchaser occurs when

(1) the purchaser acquires possession of the security certificate;

(2) another person, other than a securities intermediary, either acquires possession of
the security certificate on behalf of the purchaser or, having prev1ous1y acqurred possess1on
of the certificate, acknowledges that it holds for the purchaser; or -

-(3) a'securities 1ntermed1ary actingon behalf of the purchaser acquires possession of the
security certificate, only if the certificate is‘in registered form and has beén specially en-
dorsed to the purchaser by an effective endorsement.

(b) Delivery of an uncertificated security to a purchaser occurs when

(1) the issuer registers the purchaser as the registered owner, upon ongmal issue orreg-
istration of transfer; or

(2) another person, other than a securities 1ntermed1ary either becomes the reglstered
owner of the uncertificated security on behalf of the purchaser or, having prev1ously become
the registered owner, acknowledges that it holds for the purchaser.: - :

History: 1995c 194 art 1 5 27

336.8-302 MS 1994 [Répealed, 1995¢ 194 art 1's 53] °

336.8-302 RIGHTS OF PURCHASER N

(a) Except as otherwise provided in subsections (b) and (c), upon delivery of a certifi-
cated or uncertificated security to a purchaser, the purchaser acqu1res allrights i in the: securlty
that the transferor had or had power to transfer. : .
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(b) A purchaser of a limited interést acquires righits only tothe extent of the 1nterest pur-
chased

- (¢) A purchaser of a certificated security who as a previous holder had notice of an ad—
verse claim does not improve its position by taking from a protected purchaser

_ Hlstory 1995 cl94artls 28
336 8—303 MS 1994 [Repealed 1995 c 194 art l $ 53]

[

ERIA ST A

336 8-303 PROTECTED PURCHASER. -
(a) “Protected purchaser mednsa purchaser ofa cert1ﬁcated or uncertlﬁcated secunty,
or of an interest therein, who : : : :
(1) gives value; .
- (2) does not have notice of any adverse claim to thé secunty, and
3) obtams conttol of the certificated or uncertlﬁcated secunty
™ (b) In addition to acqu1r1ng the rights of a purchaser a protected purchaser also acqu1res ‘
its interest in the security free of any adverse’ clann '

History: 1995c 194 art 1529 .
336.8-304 MS 1994 [Repealed 1995 C 194 art l s 53]

. i"

s

336.8-304 ENDORSEMENT. - = . - .- o . ;

(a) An endorsement may be in ‘blank or spec1al An endorsement in blank 1ncludes an
endorsement to bearer. A special endorsement specifies to, whom a security is to.be trans-
ferred or who has power to transfer it. A'holder may conyerta blank endorsement to a special
endorsement. ‘

+ (b) An endorsement purporting to be only part of a secur1ty certlﬁcate representlng umts
1ntended by the issuer to be separately transferable is effective to the extent of the, endorse- :
ment. .. . ;

(c) An endorsement whether special or m blank, does not const1tute a transfer unt11 de--
11very of the certificate on which it appears or, if the endorsement is on a separate document
until delivery of both.the document and the certificate. . . »

«(d)Ifasecurity cert1ﬁcate inre g1stered form has beendeliveredtoa purchaser w1thout a.

necessary endorsement, the purchaser may become a protected purchaser only.when theen- ' -~ ©
dorsement is supplied. However, against a transferor, a transfer is complete upon de11very1 T

and the purchaser has a specifically enforceable right to have any necessary endorsement .
supplied, .

(¢)An endorsement of a a secunty cert1ﬁcate in bearer form may g1ve not1ce of an adverse i
claim to the certlﬁcate but it does not otherw1se affect a nght to reg1strat10n ‘that the holder', :
possesses. :

(f) Unless otherwise agreed aperson makmg an endorsement assumes only the obhga—
tions provided in section 336.8—108 and not an obligation that the secur1ty w1ll be honored by
the issuer.

History: 1995 c 194 art 1530 ° Yo
336.8-305 MS 1994 [gepelaled,‘ 1995 ¢ 194 art 1 s 53] RS e

336.8-305 INSTRUCTION.

(a) If an mstructlon has been orlgmated by an appropnate person but is 1ncomp1ete n
any other respect any person may complete it.as authorized and the 1ssuer may rely on 1t as’ -
completed, even though it has been completed 1ncorrectly Y

®) Unless otherwise agreed a person 1n1t1at1ng an 1nstruct10n assumes only the obhga— '
tions imposed by section 336.8—108 and not an obligation that the secur1ty w111 be honored by
the issuer.

~ History: 1995 c 194 art 1 5 31 _ D i :i AR
336.8-306 MS 1994 [Repealed, 1995 ¢ 194 art 1 s 53] . o
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336.8-306 . EFFECT:OF GUARANTEEING SIGNATURE, ENDORSEMEN T, OR
INSTRUCTION.

(a)A-person who guarantees a srgnature of an endorser of a securrty certrﬁcate warrants
that at the time of signing: < ; o,

(1) the signature was genuine; ' . -

(2) the signer was an appropriate person to endorse, or 1f the srgnature is by an agent the
agent had actual authority to act on behaif of the appropriate person, and v .

(3) the signer had legal capability to sign. .~ - - e

.(b) A person who guarantees a signature of the orrgrnator of an mstructron warrants that_ '
at the time of signing: :

(1) the signature was genuine; i
_ (2)the signer was an appropriate person to originate the instruction, or if the srgnature is
by an agent, the agent had actual authority to act on behalf of the appropnate person, if the
person specified in the i 1nstructron asthe regrstered owner was, in fact, the registered owner,
as to which fact the signature guarantor does not make a warranty, and '

(3) the signer had legal capacity to sign.

(c) A person who specially guarantees the signature of an orrgrnator of an instruction
makes the warranties of a signature gitarantor under subsection (b) and also warrants that at
the time the instruction is presented to the issuer:

(1) the person specified in the instruction as the regrstered owner of the uncertrﬁcated
securrty will be the registered owner; and

" (2) the transfer of the uncertificated security requested in the 1nstructron will be regis-
tered by the issuier free from all liens, security interests, restrictions, and ¢laims other than ‘
those specified in the instruction. -

(d) A ‘guaraiifor undersubsections (a) and (b) or a'special guarantor under subsectron (c)
does not otherwise warrant the rightfulness of the transfer. -~ &

(e) A person who guarantees an endorsement of a security certificate makes the warran--
ties of d'signature guarantor under subsectron (a) and also Warrants the rrghtfulness of the
transfer in’all respects. ‘

( (f) A person who guarantees an instruction requestmg the transfer of an uncertrﬁcated
securrty makes the warranties of a specral signature guarantor under subsectlon (c) and also
. warrants the rrghtfulness of the transfer in all respects.

(g) Ani issuer may not require a special guaranty of. srgnature, a guaranty of endorse-

’ ment or a guaranty of instruction as a condition to registration of transfer. '

(h) The warranties under this section are made to a person taking or dealing with the

 sécurity in reliance on'the guaranty, and'the guaranior is liable to the person for loss resulting

from theirbreach. An endorser or originator of an instruction whose signature, endorsement,

or instruction has been guaranteed is liable to a guarantor for any loss suffered by the guaran-
tor as a result'of breach of the warrantres of the guarantor

Hrstory 1995 ¢ 194 art 1 5 32
336.8-307 MS 1994 [Repealed 1995 c 194 art 1 s 53] - - S

336.8-307 PURCHASER’S RIGHT TO REQUISITES FOR REGISTRATION OF
TRANSFER.

Unless otherwise agreed the transferor of a securrty on due demand shall supply the
_purchaser with proof of authority to transfer or with any other requisite necessary to obtain
registration of the transfet of the securrty, but if the transferis not for value; a transferor need
not comply unless the purchaser pays the necessary expenses If the transferor fails within a
reasonable trme to comply’ wrth the demand, the purchaser may reject or rescmd the transfer

Hrstory 1995 c 194 art 1 5 33
336.8-308 [Repealed, 1995 ¢ 194 art 1 5 53]
336.8-309 [Repealed, 1995 ¢ 194 art 1 s 53]
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336.8-310 [Repealed, 1995.¢ 194 art:1 s 53] . i+ii .0 i o

336.8-312: [Repealed, 1995 c-194 art 1 5 53] S
336.8-313 [Répealed;1995 ¢ 194 art 15 53]
336.8-314 [Repealed, 1995 c,194 art 15 53] .
336.8-315[Repedled, 1995 c 1944t 1§'53] +°
336.8-316 [Repealed, 1995.c 194 art 15331, %,
336.8-317 [Repealed, 1995 ¢ 194 art 1 s 53]
. 336. 8—318 [Repealed, 1995 c 194 an Is 53]‘ ,
 336.8-319 [Repealed, 1995 ¢ 194 art I 53] -
336.8-320 [Repealed, 1995 ¢ 194 art 15 53
- 336.8-321 [Repealed 1995 ¢ 194 ant1553], . T

I’art 4
REGISTRATION

336. 8—401 MS 1994 [Repealed 1995 ¢ 194 art,l s 53] ’

336.8-401 DUTY OF ISSUER TO REGISTER TRANSFER.

(a) If a certificated security in registered form is presented to'an issuer with a request to.
register transfer or an instruction is presented to an issuér with a request to register transfer of
an uncertificated secunty, the issuer shall reg1ster the transfer as requested if; .

(1) under the terms of the securlty, the] person seekmg reg1stratxon of transfer is ellglble'"
to' haye the securlty regrstered in its name; . o

(2) the endorsement or instructionis made by the appropnate person or by anagent who '

~ has actual authonty to act on behalf. of the approprrate person;
' (3) reasonable assurance is given that the endorsement or 1nstruct10n is genume and au-lt‘
* thorized (section 336.8-402); -
(4) any. applicable law relating to the collectron of taxes has been comphed w1th
(5) the tranisfer does not violate any restnctlon on: transfer 1mp0sed by the issuer in ac-
'cordance with séction 336. 8-204; N T
--(6)yademand that the'issuernot register transfer has not become effecnve under section
:336.8-403; or the issuer has complied with section 336.8-403(b) but no legal process \or in-
deinnity bond is obtained-as provided in section 336.8-403(d); and .
(7) the transfer is in fact rightful or is to a protected purchaser. .
. (b) I an issuer is unider a duty to register a'tran$fer of a security, the issuer is lrable toa
- person presenting a certifi¢ated security or an'instrii¢tion for registration or to the person’s
principal for10ss resulting from unreasonable delay in reg1stratlon or fa11ure or refusal toreg-
ister the ‘transfer.- »* 5. , : i Lt ;

Hlstory 1995 ¢ 194°art’] s34
336 8—402 MS 1994 [Repealed 1995 c. 194 art.1-s 53]

336 8—402 ASSURAN CE THAT ENDORSEMENT OR INSTRUCTION IS EFFEC-_,A
(a) An issuer may requrre the followrng assurance that each necessary endorsement of -

each instruction is genuine and authorized: R Sl
(1) inall cases, a guaranty of the signature of the person makmg an. endorsement or ong-‘ )

inating an 1nstruct10n including, in the case of an 1nstruct1on reasonable assurance of identi-

. ty’ L P s
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(2) if the endorsement is made or the instrirction is:originated: by an agent appropnate
assurance of actual authority to sign;

(3) if the endorsement is made or the mstructron is ongmated by a ﬁducrary pursuant o
section 336.8~107(a)(4) or (a)(5), appropriate evidence of appointment-orincumbency; '’

(4) if there is more than one fiduciary, reasonable assurance that all who are required to
sign have done so; and -

(5)if the endorsement is made or the instructiori is ongmated bya person not covered by -
another provision of this subsection, assurance appropriate to the case corresponding :as
nearly as may be to the provisions of this subsection.

(b) An issuer may elect to requlre reasonable assurarice beyond that specrﬁed in'this~
section. ‘ _ ; oo

(c) In this section:

(1) “Guaranty of the signature” means a guaranty srgned by of on behalf ofa person
reasonably believed by the issuer to be responsible. An issuer may adopt standards with re-
spect to responsibility if they are not mamfestly unreasonable. -

(2) “Appropriate evidence of appomtrnent or incumbency” means:

(1) in the case of a fiduciary appointed or qualified by a court, a certificate issued by or*
under the direction or supervision of the court or an officer thereof and dated within 60 days
before the date of presentation for transfer, }or ,

(ii) in any other case, a copy of a document’ showing the appointment or a certificate
issued by or on behalf of a person reasonably believed by an issuer to be responsible or, in the
absence of that document or certificate, othér evidence the issuer reasonably considered ap-
propriate.

History: 1995 ¢ 194 art 1s35
336.8-403 MS 1994 [Repealed, 1995 ¢ 194 art 15 53]

336.8-403 DEMAND THAT ISSUER NOT REGISTER TRANSFER

(a) A person who is an appropnate person to ‘'make an endorsement or orrglnate an
instruction may demand that the issuer not register transfer of a secur1ty by communicating
to the issuer a notification that 1dent1ﬁes the registered owner and the issue of which the secu-
rity is a part and prov1des an address for communications directed to the person makmg the
demand. The demand is effective only if it is received by the issuer at a time and in a manner
affording the issuer reasonable opportunity to act on it.

(b)Ifa certificated security in registered formis presented to an issuer with a request to
register transfer or an instruction is presented to an issuer with a request to register transfer of
an uncertificated security after a demand that the issuer not register transfer has become ef- -
fective, the issuer shall promptly communicate to (i) the person who initiated the demand at
the address provided in the demand and (ii) the person who presented the security for.regis-;
tration of transfer or initiated the instruction requesting registration of transfer a notification
statlng that:

. (1) the certificated securrty has been presented for regrstratron of transfer or the instruc-
tion for reglstratron of transfer of the uncertificated security has been received;

(2) a demand that the i issuer not register transfer had prevrously been recerved and . ,

(3) the issuer will withhold registration of transfer for a period of time stated in the not1- .
fication in order to provide the person who initiated the demand an opportumty to obtain le—
gal process or an indemnity bond.

(c) The period described in subsection (b)(3) may not exceed 30 days after the date of -
communication of the notification. A shorter penod may be specrﬁed by the issuer ifi 1t 1s not
manifestly unreasonable. ’

(d) An issuer is not liable to a person who initiated a demand that the issuer not reglster )
transfer for:any loss the person:suffers as a result of registration of a transfer pursuant to an
effective endorsement or instruction if the person who initiated the demand does not, within
the time:stated in the issuer’s communication, either: -

(1) obtain-an appropriate restraining order, injunction, or other process from a court of
competent jurisdiction enjoining the issuer from registering the transfer; or ..

AU
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(2)file with the issuer an indemnity bond, sufficient in the issuer’s judgment to protect.
the issuer and any transfer agent, registrar, or other agent of the i issuer 1nvolved from any loss
it or they may suffer by refusingto register the transfer. - .

(e) This section does not relieve an issuer from liability for reg1ster1ng transfer pursuant
to an endorsement or instruction that was not effective. . . o

Hlstory 1995 ¢ 194 art 1s36
336.8-404 MS 1994 [Repealed 1995 c194art1s 53]

336.8404 WRONGFUL REGISTRATION @

(a) Except as otherwise provided in section 336.8-406, an issuer is liable for wrongful '
regrstratron of transfer if the issuer has reglstered a transfer of a secunty toa person noten-
titled to it, and the transfer was regrstered

1 pursuant to an ineffective endorsement or 1nstruct10n

(2) after a demand that the issuer not register transfer became effectrve under section
336.8-403(a) and the issuer did not comply with-section 336.8—403(b); - '

(3) after the issuer had been served with an injunction, restraining order, or other legal
process enjoining it from registering the transfer, issued by a court of competent jurisdiction,
and the issuer had areasonable opportunity to act on the injunction, restrammg order, or other
legal process; or .

-(4) by an issuer. acting in collusion with the wrongdoer.

_(b) An issuer that is liable for wrongful registration of transfer under subsectron (a) on-
demand shall provide the person entitled to the security with-a like certificated or uncertifi-
cated security, and-any payments or distributions that the person didnot receive as aresult of
the ' wrongful regrstratron If an overissue would result, the issuer’s 11ab111ty to pr0v1de the
person with a like security is governed by section 336.8-210. :

'(c)Exceptas otherwise provided in subsection (a) orin alaw relating to the collectron of
taxes, an issuer is not liable to an owner or other person suffering loss as a result of the regis-
tration of a transfer of a security if registration was made pursuant to an effective endorse—
ment or instruction.

History: 1995 ¢ 194 art:1 5 37 . R
336 8—405 MS 1994 [Repealed 1995 c 194 art I s 53]

“336. 8—405 REPLACEMENT OF LOST, DESTROYED OR WRONGFULLY TAK- ‘
EN SECURITY CERTIFICATE. -

(a) If an owner of a certificated secuirity, whether in reglstered or bearer form, clalms
that the certificate hias been lost, destroyed or wrongfully taken, the issuer shall issue anew
-certificate if the owner:

(1)’so requests before the issuer has notice that the cemﬁcate has been acqurred by a

- protected purchaser; : b

(2) files with the issuer a sufficient 1ndemmty bond; and

(3) satisfies other reasonable requirements imposed by the issuer.

(b) If, after the issue of a new security certificate, a protected purchaser of the original
certificate presents it for registration of transfer, the issuer shall register the transfer unless an
overissue wouldresult. In that case, the issuer’s 11ab111ty is governed by section 336.8-210.In
addition to any rights on the indemnity bond, an issuer may recover the new certificate froma
pérsonto whom it was 1ssued or any person takmg under that person except a protected pur-
chaser. .

Hlstory 1995 c 194 art 1 s 38
336.8—406 MS 1994 [Repealed, 1995 ¢ 194 art 1 s 53]
' 336.8-406 OBLIGATION TO NOTIFY ISSUER OF LOST,: DESTROYED OR

. ,‘WRONGFULLY TAKEN SECURITY CERTIFICATE.

~If a security certificate has been lost, apparently destroyed, or wrongfully taken and the
i owner fails to notify the issuer of that fact within a reasonable time after the owner has notice
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of it and-the issuer registers a transfer of the security before receiving notification, the owner
may not assert against the issuer a claim for registering the transfer under section 336.8-404
or a claim to a new security certificate under section 336.8—405. - u

History: 1995-¢ 194:art'l's 39 . I
336.8-407 MS 1994 [Repealed, 1995 ¢ 194 art 1s53] = "

336.8-407 AUTHENTICATING TRUSTEE, TRANSFER AGENT AND REG-
ISTRAR.
A person acting as authenticating trustee, transfer agent; registrar, or other agent for an
- issuer in the registration of a transfer of its secuntles in the issue of new secunty certificates
or uncertificated securities, or in the cancellation of surrendered sécurity certificates has the
same obligation to the holder or owner of a ceruﬁcated or uncertificated security with regard
to the particular functions performed as the i 1ssuer has in regard to those functlons '
History: / 995 cl94art]s40, .
336. 8—408 [Repealed 1995 c 194 art 1 s 53]
. ';"'"' ‘ FE PartS o e :

A SECURITY ENTITLEMENTS

R [

336.8-501 SECURITIES ACCOUNT; ACQUISITION OF SECURITY ENTITLE-
MENT FROM SECURITIES INTERMEDIARY

{a) “Securities account” means an account to which a financial asset isor may be cred- :
ited in-accordance with an agreement under which the person maintaining the account under-
takes to treat the person for whom the: account is ma1nta1ned as entltlcd to exercisé the: nghts
that comprise the financial asset.. ' :

~(b) Except as otherwise provided in subsectlons (d) and (e), a person acqurres a secunty
‘entrtlement if a securities intermediary: .- - . - )

- (1) indicates by book entry thata ﬁnanmal'asset hasbeen credlted tothe person ’s securi-
ties account;

(2) receives a financial asset from the person or acqulres a: ﬁnanc1al asset for the person
and, in either case, accepts it for credit to the person’s secuntles account; or .

(3) becomes obligated under other law regulatron or rule to credrt a ﬁnancral assetto’
- the person’s securities account.. - g e .

(c)If acondition of subsection (b) has been met a person hasa secunty ent1tlement even :
though the securities intermediary does not itself hold the financial asset.,

(d) If a securities intermediary holds a financial asset for another person, and the. ﬁnan—, :
cial asset is registered in the name of, payable to the order of, or specially endorsed to the -
other person, and has not been endorsed to the securities intermediary or in blank, the other
person s treated as holding the financial asset directly rather than as havmg asecurity entltle- ‘
ment with respect to the financial asset. :

(e) Issuance of a secunty is not estabhshment of a secunty entltlement

History: 1995 c 194 art 1 s 41

336.8-502 ASSERTION OF. ADVERSE CLAIM AGAINST ENTITLEMENT
HOLDER. .

'Anaction based on an adverse cla1m toa ﬁnanmal asset whether framed in conversron '
replevm constructive trust, equitable lién, or other theory, ‘may niot be asserted against a per- :
son who acquires a security entitlement under section 336. 8—501 for value and Wlthout no-
tice of the adverse claim.-

History: 1995 c 194 art1s42 . . - IR AP R R AR

336.8-503 PROPERTY INTEREST OF ENTITLEMENT HOLDERIN FINANCIAL-‘-,_ .

ASSET HELD BY SECURITIES INTERMEDIARY. :
«(a) To the extent.necessary for a securities;intermediary to satisfy. all secunty enutle- )
~ ments:with respect to a particular financial asset, all interests in that financial asset held by .
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the securities intérmediary are held by the securities intermediary for the entitlement holders,
are not property of the securities intermediary, and are not subject to claims of creditors of the
securities intermediary, except as otherwise provided in section 336.8-511. -

(b) An entitlement holder’s property interest with respect to a particular financial asset
under subsection (a) is a prorata property interest in all interests in that financial asset held by
the securities intermediary, without regard to the time the entitlement holder acquired the
security entitlement or the time the securities 1ntermed1ary acqulred the interest in that finan-
cial asset.

(c) An entitlement holder’s property interest with respect toa partrcular fmanc1al asset
under subsection (a) may be:enforced against the securities intermediary only by exercise of
the entitlement holder’s rights under sections 336.8-505 through 336.8-508. .,

(d) An entitlement holder’s property interest with respect to a particular fmancial asset
under subsection (a) may ‘be enforced against a purchaser of the financial asset or interest
therein only if:

. (1) insolvency proceedings have been initiated by or against the securities intermedi-_
ary; ‘

(2) the securities intermediary does not have sufﬁcrent interests in the financial asset to
‘satlsfy the security entitlements of all of its entitlement holders to that financial asset;

- (3) the securities intermediary violated its obligations under section 336.8-504. by
transfernng the financial asset or interest therein to the purchaser; and s :

(4) the purchaser is not protected under subsection (e).

The trustee or other liquidator, acting on behalf of all entitlement holders havmg secunty en--
titlements with respect to a particular financial asset, may recover the financial asset, or inter-
est therein, from the purchaser. If the trustee or other liquidator elects not to pursue that right,
an entitlement holder whose security entitlement remains unsatisfied has the right to recover
its interest in the financial asset from the purchaser .

(e) Anaction based onthe entltlement holder’s property mterest w1th respect to a partlc-
ular ﬁnanc1a1 asset under. subsection (a), whether framed in conversron replevin, construc-
tive trust, equitable lien, or other theory, may not be assérted against any purchaser of a finan-
cial asset or interest therein who gives value, _obtains control, and does not act in collusion
with the securities 1ntermed1ary in v1olat1ng the secuntles 1ntermed1ary s ob11gat10ns under
section 336.8-504. . :

History: 1995 c 194-art 1 s43 .

ot

336.8-504 DUTY OF SECURITIES INTERMEDIARY TO MAINTAIN FINAN-
CIAL ASSET. -~ '

(a) A securities intermediary shall promptly obtain and thereafter maintain a financial
asset in a quantity correspondmg to the aggregate of all security entitlements it has estab-
lished in favor of its entitlément holders with respect to that financial asset. The securities
intermediary may marntarn those ﬁnancral assets drrectly or through one or more ‘other secu-
rities intermediaries. ° - ‘

(b) Except to the extent otherwise agreed to by its entitlement holder, a securities inter-
mediary may not grant any security interests in a financial asset it is obligated to maintain
pursuant to subsection (a).

©A secuntles 1ntermed1ary satisfies the duty in subsection (a) if:

- (1) the secirrities 1ntermed1ary acts with' respectto the duty as agreed uponby the entitle-
ment holder and the securities intermediary; or- <~

' (2) in the absence of agreement, the securities intermediary exercises due care in ac-
cordance with reasonable commercial standards to obtarn and mamtam the financial asset.

(d) This section does not apply to a clearing corporatlon that is itself the ‘obligor of an
option or similar obligation to which its entitlement holders have security entitlements.

History: 1995 c 194 art 1 s 44
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336.8-505 DUTY OF SECURITIES INTERMEDIARY WITH RESPECT TO PAY-~
MENTS AND DISTRIBUTIONS.

(a) A securities intermediary shall take action to obtaln a payment or drstnbutlon made
by the issuer of a financial asset. A securities intermediary satisfies the duty if: .

(1) the securities intermediary acts with respect to the duty as agreed upon by the entitle-
ment holder:and the securities intermediary; or Coe :

(2) in the absence of agreement, the securities intermediary exercises due care in ac-
cordance with reasonable commercral standards to attempt to obtam the payment or distribu-
tion. :

.(b) A securities 1ntermed1ary is obligated to its entitlement- holder for a payment or dis-
tribution made by the issuer of a financial asset if the payment or dlstnbutlon is received by
the securities 1nterrned1ary

I-Ilstory. 1995 194 art I's 45

336.8-506 DUTY OF SECURITIES INTERMEDIARY TO EXERCISE RIGHTS AS
DIRECTED BY ENTITLEMENT HOLDER. :

A securities intermediary shall exercise rights with respect to a financial asset if di-
rected to do so by an entitlement holder. A securities intermediary satisfies the duty if:

(1) the securities intermediary acts with respect to the duty as agreed upon by the ent1t1e-
ment holder and the securities intermediary; or

(2) in the absence of agreement, the securities intermediary either places the entitlement
holder in a position to exercise the rights directly or exercises due care in accordance with
reasonable commercial standards to follow the direction of the entrtlement holder. -:

Hlstory 1995 ¢ 194 art 1 s 46

336.8-507 DUTY OF SECURITIES INTERMEDIARY TO COMPLY WITH EN-
TITLEMENT ORDER. _

(a) A securities mtermedrary shall comply w1th an entrtlement order if the entitlement
order is originated by the appropriate person, the securities mtermedlary has had reasonable
opportunity to assure itself that the entitlement order is genuine and authorized, and the secu-
rities intermediary has had reasonable dpportunity to comply with the ent1t1ement order A
securities intermediary satisfies the duty if:

(1) the securities intermediary acts with respect to the duty as agreed upon by the entitle-
ment holder and the securities intermediary; or

(2) in the absence of agreement, the securities intermediary .exercises due care in ac-
cordance with reasonable commercial standards to comply with the entitlement order.

(b) If a securities intermediary transfers a financial asset pursuant to an ineffective en-
titlement order, the securities intermediary shall reestablish a security entitlement in favor of
the person entitled to it, and pay or credit any payments or distributions that the person did not
receive as aresult of the wrongful transfer: If the securities intermediary does not reestablish
asecurity entitlement, the securities 1ntermed1ary is liable to the entitlement holder for dam-
ages.

History:‘1995' c'194~art 1547

336.8-508 DUTY OF SECURITIES INTERMEDIARY TO CHANGE ENTITLE-
MENT HOLDER’S POSITION TO OTHER FORM OF SECURITY HOLDING.

A securities mtermedrary shall act at the direction of an entitlemenit holder to change a
secunty entitlement into another available form of holding for which the entitlement holder-
is eligible, or to cause the financial asset to be transferred toa securities account of the entitle-
ment holder with another secur1t1es 1ntermed1ary A securities 1ntermed1ary satisfies the duty
if:

(1) the securities 1ntermed1ary acts as agreed upon by the entitlemeént holder and the se-
curities intermediary; or .
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(2) in the absence of agreement, the securities intermediary exercises due care in ac-
cordance with reasonable comrnerc1a1 standards to follow the‘direction of the ent1tlement
holder. -~ Lo e s . ‘

History: 1995 ¢ 194 art 1 s 48

336.8-509 SPECIFICATION OF DUTIES OF SECURITIES INTERMEDIARY BY
OTHER STATUTE OR REGULATION; MANNER OF PERFORMANCE OF DU-
TIES OF SECURITIES INTERMEDIARY AND EXERCISE OF RIGHTS OF EN-
TITLEMENT HOLDER. .

(a) If the substance of a duty 1mposed upon a securities 1ntenned1ary by sections
336.8-504 through 336.8-508 is the subject of other statute, regulation, or rule comphance
with that statute, regulation, or rule satisfies the duty.

(b) To the extent that specific standards for the performance of the dutres ofa securrtres
intermediary or the exercise of the rights of an entitlement holder-are not specified by other
statute, regulation, or rule or by agreement between the securities intermediary and entitle-
ment holder, the securities intermediary shall perform its duties and the entltlement holder
shall exercise its nghts in a commercially reasonable manner.

(c) The obli; gationofa securities 1ntenned1ary to perform the duties 1mposed by sections
336.8-504 through 336. 8—508 is subject to:,

(1) rights of. the securities intermediary ansmg out of a securrty interest under a security
agreement with the entrtlement holder or otherwise; and

(2) rights of the securities 1ntermed1ary under-other law, regulation, rule, or agreement
to withhold performance of its duties as a result of unfulfilled obllgatrons of the entitlement
holder to the securities intermediary.

Hlstory 1995 c 194 art 1 5 49

336. 8—510 RIGHTS OF PURCHASER OF SECURITY ENTITLEMENT FROM EN- ‘
TITLEMENT HOLDER. .

() An action based on an adverse cla1m to a financial asset or secunty entrtlement y
whether. framed in conversion, replevin, constructive trust, equitable lien, or other theory,
may not be asserted against a person who purchases a security entitlement, or an 1nterest(
therein, from an entitlement holder if the purchaser gives value, does not have notice of the
adverse claim, and obtains control. . )

- (b)Ifan adverse claim could not have been asserted againstan ent1t1ement holder under
_section 336.8-502, the adverse claim cannot be asserted against a person who purchases a:
security entitlement, or an interest therein, from the entitlement holder. . )

- (c)Inacase not covered by the priority rules in article 9, a- purchaser for value of a secu-
rity entitlement, or an interest therein, who obtains control has priority over a purchaser of a
security-entitlement, or an interest therein, who does not obtain control. Purchasers. who have
control rank equally, except that a securities intermediary as purchaser has priority over-a -

conflicting purchaser who has control, unless otherwise agreed by the securities intermedi-
History: 1995 ¢ 194 art 1 s 50

336.8-511 PRIORITY AMONG SECURITY INTERESTS AND ENTITLEMENT
HOLDERS. ‘

(a) Except as otherwise provrded in subsecnons (b) and (c), if a securities 1ntermed1ary
does not have sufficient interests in a particular financial asset to satisfy both its obligations
to entitlement holders who have security entitlements to that financial asset and its obligation
to a creditor of the securities intermediary who has a security interest in that financial asset,
the claims of entrtlement holders, other than the creditor, have priority over the claim of the
creditor.

(b) A claim of a creditor of a securities intermediary who has a security interest inafi-
nancial asset held by a'securities intermediary has priority over c¢ldims of the securities inter-
mediary’s entitlement holders who have security entitlements with respect to that ﬁnanmal

" asset if the creditor has control over the financial asset.
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(c) If a clearing corporation.does not have sufficient financial assets to satisfy both its
obligations to entitlement holders who have security entitlements with respect to a financial
asset and its obligation to a creditor of the clearing corporation who has a security interest in
that financial asset, the claim of the creditor has priority over the claims of entitlement hold-
ers.

* - History: 1995¢ 194art 1551
L ) Part6 L
TRANSITION PROVISIONS FOR REVISED ARTICLE 8 |

336.8-601 EFFECTIVE DATE.
Laws 1995, chapter 194, takes effect January | 1,1996..
Hlstory 1995 c 194 art 1552

336 8—602 REPEALS ' ‘

Minnesota Statutes 1994, sections 336 8-101; 336. 8—102 336.8-103; 336.8-104;
336.8-105;: 336.8-106; 336.8-107; 336. 8-108; 336 8-201; 336.8-202; 336.8-203;
336.8-204; 336.8—205; 336.8-206; 336.8-207; 336.8—208; 336.8-301; 336.8-302;
© 336.8-303; 336.8-304; 336.8-305; 336.8-306; 336.8-307; 336.8-308; 336.8-309;
336.8-310; 336.8-311; 336.8-312; 336.8—313;’"336.8;'3‘14;‘ "336.8-315; 336.8-316;
336.8-317; 336.8-318; 336.8-319; 336.8-320;. 336.8-321;  336.8-401; 336.8-402;
336.8-403; 336.8-404; 336 8-405; 336.8—406; 336 8—407 and 336 8-408, are repealed

History: 1995 ¢ 194art1s 53

336.8-603 SAVINGS CLAUSE. : . :
(a) Laws 1995, chapter 194, does not affect an actron or proceedlng commenced before
January 1, 1996.
®b)Ifa securrty interest in a security is perfected on December 31 1995, and the action
by which the security interest was perfected would suffice to perfecta security interest under
Laws 1996, chapter 361, no further action is required to continue perfection. If a security in--
terest in a security is perfected on December 31, 1995, but the action by \ which the security
interest was perfected 'would not suffice to perfect a secunty interest in the same property
under Laws 1996, chapter 361, the security interest remains perfected during the period
through December‘3 1, 1996, so long-as the security interest could have remained perfected
under the law in effect on December 31, 1995, if that law continued in effect after December
31, 1995, and continues perfected theréafter if appropriate action to perfect under Laws
1996, chapter 361, is taken during the oneé—year period from January 1, 1996, to December
31, 1996. If a security interest is perfected on December 31, 1995, and the security interest
can be peifected by filing under Laws 1996, chapter 361, a financing statement signed by the
secured party instead of the debtor may be filed within that penod to continue perfectlon or
-thereafter to perfect.

History: 1995 c 194 art 1 s 54; 1996 ¢ 361 s 54

Article 9
SECURED TRANSACTIONS; SALES OF
ACCOUNTS, CONTRACT RIGHTS
' AND,CHATTEL PAPER

. Partl
SHORT TITLE, APPLICABILITY '
AND DEFINITIONS ‘

336.9-101 SHORT TITLE.
This article shall be known and may be cited as Umform Commercral Code — Secured
Transactions.

History: 1965 ¢ 811 5 336. 9—101
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336 9-102 POLICY AND SCOPE OF ARTICLE.

(1) Except as otherw15e provrded in sect10n 336. 9—104 on excluded transactrons thrs'

artrcle apphes

“(a)to any transactron (regardless of its form) which s intended to ¢reate a security 1nter— :

est in personal property or fixtures 1nclud1ng goods documents 1nstruments general 1ntan— _

gibles, chattel papet or accounts; and also =y
(b) to any sale of accounts of chattel paper

(2) This article apphes to secunty interests created by contract 1nclud1ng pledge assi gn-"
ment, chattel. mortgage chattel trust, trust deed, factor’s lien, equrpment trust, condrtlonalv

sale, trust receipt, other lien or t1t1e reténtion contract and lease or consignment intended : as’

security. This article does not apply to statutory hens except as pr0v1ded in sectron
336.9-310. '

(3) The. appl1cat10n of th1s artrcle to a securrty 1nterest ina secured oblrgatlon is not af-f

fected by the fact that the obli gat10n 1s 1tse1f secured bya transactron or interestto wh1ch this

article does not apply. .
History: 1965 c8lls 336 9—102 1976 c 135 s 5 .

336 9—103 PERFECTION OF SECURITY INTERESTS IN MULTIPLE STATE‘\

TRANSACTIONS.. - .
(1) Dociiments, 1nstruments 'letters of cred1t and ordlnary goods oy
' (a) This subsection applies to documents, instriments, rights.to proceeds of wntten let-

ters of credit, and goods other than those covered by a certificate of.title described in subsec--

tion (2), mobile goods described in'subsection (3), and minerals described in subsection (5).

" (b) Except as-otherwise-providediin this subsection, perfection and the effect of perfec:
tion or nonperfection of a security interest in collateral are governed by the law of the juris-
diction where the collateral is when the last-event.occurs on whichis based the assertion that
the secunty interest is-perfected or unperfected. . . .

- (c) If the parties to‘a transaction creating a purchase money secunty interest in goods in

orie jurisdiction understand at the time that the security intérest attaches that the goods will be

kept in another _]l.lflSdlCthIl then ‘the law of the other jurisdiction governs the perfection and -
the effect of perfection or nonperfectron of the security interest from the time it attaches until -

30 days afterthe debtor receivesipossession-of the goods and thereafter 1f the goods are taken
to the other jurisdiction before the end of the 30-day period: . .- ‘

(d) When collateral is brought into and kept in this state whilé subject toa secur,lty inter-
est perfected under the law of the _]unsdrctlon from which the céllateral was removed, the

security interest remains peifected, but 1f act.ron is requrred by part 3 of thrs artlcle to perfect :

the security interest,

(i) if the action is not taken before the exprratlon of the périod of perfectlon in the other'

jurisdiction or the end of four months after the collateral is brouglit into this state, whichever:

period first expires, the security interest becomes unperfected at the end of that period and is
thereafter deemedtohave been unperfected as agamst a person who became a purchaser after
removal;

(ii) if the action’is taken before’ the explratlon of the perrod specrfied 1n subparagraph (1) X

the security interest continues perfected thereafter;

(iii) for the purpose of priority over a buyer of consuiner goods (subsectron (2) of sec:’

tion 336.9-307), the period of the effectiveness of a filing in the jurisdiction from which the
collateral is removed is governed by the rules wrth respect to perfectron in subparagraphs (i)
and(u) . -. » e
-(2) Certlﬁcate of title. ~ ~ ovres b

(a) This subsection applies to goods covered by acertificate of title issued under a stat-

ute of this state or of another jurisdiction under the law of which 1ndrcat10n ofa securrty 1nter-
est on the certificate is required as a condition of perfection.

:~(b) Except as otherwise provided in this subsection, perfectlon and the effect of perfec- :
tron ornonperfection of the security interest:are:governed by the law (in¢luding the conflict.
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of laws rules) of the jurisdiction issuing the certificate until four months after the goods are
removed from that jurisdiction and thereafter until the goods are registered in another juris-
diction, but in any event not beyond surrender of the certificate. After the expiration of that
penod the goods are not covered by the certificate of title within the meaning of this section.

(c) Except with respect totherights of a buyer described in the next paragraph asecuri-
ty interest, perfected in another jurisdiction otherwise 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).

: (@If goods are brought into this state while a security | interest thereinis perfected in any
manner under the law of the jurisdiction from which the goods are removed 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 they miay be subject to sécurity 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 busi-
ness of selling goods of that kind to the extent that the buyer gives value and receives delivery

-of the goods after issuance of the certificate and without knowlédge of the secunty mterest :

(3) Accounts, general intangibles and mobile goods.

(a) This subsection applies to accounts (other than an account described in subsection
(5) on minerals) and general intangibles (other than uncertificated securities) and to goods
which are mobile and which are of atype hormally used in'more than one jurisdiction, such as
motor vehicles, trailers, rolling stock, airplanes, shipping containers, road building and
construction machinery-and commercial harvesting machinery and the like, if the goods are
equipment or are inventory. leased-or held for lease by the debtor to others, and are not cov-
ered by a certificate of title described.in subsection (2).

" (b) The law (inicluding the conflict of laws rules) of the Junsdrctmn in which the debtor
islocated governs the perfectlon and the effect of perfectron or nonperfectron of the security
interest. »

(c) I, however, the debtor is Iocated ina _]UI‘lSdlCthIl which is not a‘part of the United
States, and which does not provide for perfection of the security.interest by filing or record-
ing in that jurisdiction, the law of the jurisdiction in the United States in which the debtor has
its major executive office’in the United States governs the perfection and the effect of perfec-
tion or nonperfection of the security interest through filing. In the alternative, if the debtor is
located in a jurisdiction which is not a part of the United States or Canada and the collateral is
accounts or general intangibles for money due or to become due, the security interest may be
perfected by notification to the account debtor. As used in this paragraph; “United States”
includes its territories and possessions and the Commonwealth of Puerto Rico. . .,

(d) A-debtor shall be deemed located at the debtor’s place of business if the debtorhas
" one, at the:chief executive office if there is more than one place of business, otherwise at the
debtor’s residence. If, however, the debtor is a foreign air carrier under the Federal Aviation
Actof 1958, as amended; it shall be deemed located at the de51gnated office of the agentupon
whom:service of process may be made on behalf of the foreign air carrier.

- (e) Arsecurity interest perfected under the law of the jurisdiction of the location of the
debtor is perfected until the expiration of four months after a change of the debtor’s location
to another jurisdiction, or until perfection would have ceased by the law of the first jurisdic-
tion, whichever period first expires. Unless perfected in the new jurisdiction before the end
of that period, it becomes unperfected thereafter and is deemed to have been unperfected as
against a person who became a purchaser after the change.

(4) Chattel paper: : :

‘ The rules stated for goods in subsectron (1) apply to a possessory securrty interest in
chattel paper. The rules stated for accounts in subsection (3) apply to a nonpossessory securi-
ty interest in chattel paper, but the security interest may notbe perfected by notification: to the

. accountdebtor. , . . .

(5) Minerals. e : :

Perfection and the effect of perfectlon or nonperfectron of a securlty interest which is
created by a-debtor who has an interest.in minerals or the like (including oil-and gas) before
extraction-and which attaches thereto as-extracted, or which attaches to an account resulting
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from the sale thereof atthe wellhead or minehead are governed by the law (including the con-
flict of laws rules) of the jurisdiction wherem the wellhead or mmehead is located

*-(6) Investment property. * - AP SRR I

(a) This subsection applies to 1nvestment property : s o

®) Except as otherwise prov1ded in paragraph (f), during the time that a security certifi-
cate is located in a _]lll‘lSdlCthn, perfection of a security interest, the effect of perfection or’
nonperfection, and the priority of a security interest in the certlﬁcated secur1ty represented
thereby are govemed by the local law of that jurisdiction. - ‘

“(c) Except as Gtherwise provided in paragraph ®, perfectlon ofa secunty mterest the
effect of perfection or nonperfection, and the priority of a security interest in an uncertifi-
cated security aré governed by the local law of the issuer’s jurisdiction as: spec1fied in sectxon
336.8-110(d). ’

(d) Except as otherwise provided in paragraph (f), perfectlon of a security interest, the
effect of perfection or' nonperfection, and the priority of a security interest in a security en-
titlement or securities account are governed by the local law of the securities intermediary’s -
jurisdiction as specified in section 336.8-110(¢). :

() Except as othérwise provided in paragraph (f), perfection ofa secunty interest, the
effect of perfection or.nonperfection, and the priority of a security interest in a commodity
contract or commiodity account are governed by the local law of the commodity intermedi-.
ary’s jurisdiction. The following rules determine a commodity interrnediary’s jurisdiction”s
for.purposes of this paragraph:. =~ . - et

@) If an agreement between the commodlty 1ntermed1ary and commodlty customer
spec1ﬁes thatitis governed bythelaw of a partlcular _|ur1sd1ct10n, that Junsdlctron is the com-
modity intermediary’s jurisdiction. L

(ii) If an agreement between the commodlty intermediary and commodlty customer

-does not specify the governing law as provided in subparagraph (i), but expressly speclﬁes
that the commodity account is maintained at an office in a partlcular _]UI‘lSdlCtlon that juris-.
diction is the commodity intermediary’s jurisdiction.. - P

(iii) If an agreement between the commodlty mtermedlary and commodlty customer
does not specify a jurisdiction as prov1ded in subparagraph (1) or (ii), the commodity inter-
mediary’s jurisdiction s the _]UI‘ISdlCthIl in which is located the office identified i inanaccount
statement as the office serving the commodity customer’s account.

. (iv) If an agreement ‘between the commodlty 1ntermed1ary and commodlty customer
does not specify a. Junsdlctlon as prov1ded in subparagraph (i) or (u) and an account state-
ment does not identify an office serving the commodlty customer’s account as prov1ded in

. subparagraph (iii), the commodity intermediary’s jurisdiction is'the _]UI]SdlCtlon in whrch is
located the chief executive office of the commodlty mtermedlary

©® Perfection of a security interest by ﬁhng, 4utomatic perfectlon ofa secunty interest
in investment property granted by a broker or securities intermediary, and automatic perfec-

“tion of a security interestina commodrty contract or commodity account granted by a com-
: modlty 1ntermed1ary are govemed by the local law of the Junsdlctlon in wh1ch the debtor 1s :
located.

o Hlstory 1965 ¢ 811 K 336 9—103 ]976c 135 s 6 1978:¢ 695 s 47 19860444
1995c 194 art2 s 1; 1997c11art2s3 e .

336. 9—104 TRANSACTIONS EXCLUDED FROM ARTICLE
" This article does not apply '

() to a security'intérest subject to any statute of the Umted States such as the Sh1p Mort-
gageAct, 1920, to the extent that such statute governs the rights of parties to and third partles
affected by transactions in particular types of property, or

(b) to a'landlord’s:lien;.of - o " W

(c) to a lien given by statute or other rule of law for services or materials except as pro-
vided in section 336.9-310 on priority of such liens;;or - -

(d) to a transfer of cldim for wages, salary or other compensatlon of an employee; or
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(e) to a transfer by a.government or governmental subdivision or agency to the extent
that this article conflicts with special 'statutory provisions relating to'such a transfer; or

(f) to a sale of accounts or chattel paper as part of a sale of the busrness outof whichthey
‘arose, or an assignment of accounts or chattel paper which is for the purpose of collection
only, or a transfer of a right to payment undet a contract to an assrgnee who is also todo the
performance under the contract or a transfer of a smgle account to an assrgnee 1n whole or
partlal satlsfactron of a preexrstrng 1ndebtedness of

() to a transfer of an interest or claim in or under any policy of 1nsurance except as.
provided with reference to proceeds (sectron 336 9-306) and prlorrtres m proceeds section
(336.9-3 12); or

- (h)to aright represented by a Judgment (other than a Judgment taken on a right to pay—
ment which was collateral); or . .

,. (i) to any right of setoff; or

(j) except to the extent that provrsron 1s made for fixtures i 1n section 336 9—-313 to the .
creation or transfer of an interest in or lien on real estate, mc]udrng a lease orrents thereunder;
or . .

(k) to a transfer in'whole or in part of any claim ansmg out of tort or. .

+ (D:to a.transfer.of an interest in+-any:deposit account (subsection (1) of sectron .
336 9=105), except as provided with respect to proceeds (section 336 9—306) and pnontres
in proceeds (section 336. 9-312); or ’ .

(m) except to the extent this article is not superseded by sectlons 327 6110327.67,to the .
repossession of a manufactured home meeting the definition contained in‘section 327.62; or

(n) to a transfer of an interest in a letter of credit other than the nghts to proceeds of a
written letter of credit. g

" History: 1965c811s3369—104 1976c135s7 1976c250s8 I977c347s46
1981 c36539 I997c II art2s4

33e6. 9—105 DEFINITIONS AND INDEX OF DEFINITIONS

(1) In this artlcle unless the context otherwise 1 requrres ‘ ‘

(a) “Account debtor” means the person who is obllgated on an account chattel paper or
general intangible; ’

(b) “Chattel paper” ’meansa wrrtmg or wntlngs which evrdence both a monetary obhga-
tron and a security i interest in or a lease of specrﬁc goods, bat a charter or other contract in-
volving the use or hrre of aves sel is not chattel paper.” When a transactron is evrdenced both
by such a security agreement or a lease and by an mstrument or a'series of mstmments, the
group of writings taken together constitutes chattel paper S ‘

(c) “Collateral” means the property subject to a securrty 1nterest and mcludes accounts
and chattel paper whrch have been sold; | »

d “Debtor means the person who. owes payment or other performance of the obhga-: i
tion secured, whether or not the person owns or has rrghts in the collateral, and mcludes the
seller of accounts or chattel paper. Where the debtor and the owner of the collatéral are not the '
same person, the term “debtor” means the owner of the collateral in any provision of the ar-
ticle deiling with the colfateral, the obligor in any provrsron deahng wrth the obhgatron and -
may include both where the context so requires; °
~ (e)“Deposit account” means a demand, time, savings, passbook or like account main-

tained with a bank, savings association, credit 1 umon or like orgamzatron other than an ac-

count evidenced by a certificate of deposrt : SR

* (f) “Document” means document of title as defined in the genera] deﬁmtrons of article 1
(sectlon '336.1-201) and a recerpt of the kmd descrrbed in subsectron (2) of section -
336.7-201; PR

(g) “Encumbrance” includes real estate mortgages and other liéhs on real estate and all
other rights in real estate that are not ownership interests; : e

(h) “Goods” includes all things which are movable at the time the secunty interest at-
taches.or which are. fixtures (section 336.9-313), but does not include money, documents,
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instruments, investment property, accounts, chattel paper, general intangibles, or minerals or
the like (including oil and gas) before extraction. “Goods” also include standing timber
which is to be cut and removed under a conveyance or contract for sale the unborn young of
animals and growing crops;

(i) “Instrument” means a negotiable instrument (defmed in sectlon 336. 3—104) or any
other writing which evidences a right to the payment of money and is not itself a security
agreement or lease and is of a type which is in ordinary course of business transferred by de-
livery with any necessary endorsement or assignment. The term does not mclude mvestment
property;-

~ (j) “Mortgage” means a consensual interest created by a real éstate mortgage a trust
deed on real estate, or the like;

(k) An advance is made “pursuant to commitment” if the’ secured party has made a bind-
ing promise to make it, whether or not a subsequent event of default or other event not within
the secured party’s control has relieved or may relieve the secured party from the obligation;

(1) “Security agreement” means an agreement which creates or provides for a security
interest; S e ’ . »
(m) “Secured party” means a lender, seller or other person in whose favor there isa se-
curity interest, including a person to whom accounts or chattel paper have been sold. When
the holders of obligations issued under an indenture of trust, equipment trust agreement or
the like are represented by a trustee or other person, the representative is the secured party,
and

(n) “’I‘ransrnitting utility” nieans any person engaged in the railroad, street railway or
trolley bus business, the electric or electronics communications transmission business, the
transmissionof goods by pipeline, or the transmission or the production andtransmission of
electricity, steam, gas or water, or the provision of sewer service. Any person filing a financ-
‘ing statement under this article and under authority of the provisions of Minnesota Statutes

1974, Sections 300.111 to 300.115 shall be deemed a “transrmttmg utility” hereunder ’

(2) Other definitions applying to this article and the sections in Wthh they appear are:
v “Account,” section-336.9-106.: o : ‘ G
- “Attach,” section 336.9-203. - . : o
“Commodity contract,” section 336.9-115.
“Commodity customer,” section 336.9-115.
~“Commodity intermediary,” section 336. 9—115
“Construction mortgage,” section 336.9-313(1).
“Consumer goods,” section 336.9-109(1). -
“Control,” section 336.9-115: - --
- “Equipment,” section 336.9-109(2). -
“. “Farm products,” section 336.9-109(3).
“Fixture,” section 336.9-313.
, “Fixture ﬁhng,” section 336 9-313. .
" “Géneral 1ntang1b1es section 336.9-106.
. “Inventory,” section 336.9-109(4). '
.. “Investment property,” section 336.9-115.
.. “Lien creditor,”section 336.9-301(3).-
- “Motor:vehicle,” section:336. 9—401(7)
"“Proceeds ” section 336. 9—306(1) g
“Purchase inoney security intérest, * séction 336.9-107.
“United States,” section 336.9-103. .
(3) The following definitions in other artrcles apply to this article:
*:*‘Broker,” section 336.8-102. . - }
“Certificated security,” section 336 8—102
“Check,” section 336.3-104.
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. “Clearing corporation,” section 336.8-102.
“Contract for sale,” section 336.2—-106.
“Control,” section 336.8-106.
“Delivery,” section 336.8-301.
" “Entitlement holder,” section 336.8-102.
, “F1nanc1al asset,” section 336.8-102.
““Holder in due course,” section '336.3-302.
“Letter of credit,” section 336.5-102.
“Note,” section 336.3-104.
“Proceeds of a letter of credit,” section 336.5— ll4(a)
“Sale,” section 336.2-106. . ‘ S
“Securmes 1ntermed1ary,” section 336 8—102
“Security,” section 336:8<102.~ '
: “Security certificate,” section'336.8—102:-.
“Security entitlement,” section 336.8—102.
" “Uncertificated security,” section 336.8-102. :
(4) In addition article 1 contains genéral deﬁmtlons and pnnc1ples of construction and
1nterpretat10n applicable throughout this article. ’
' Hlstory 1965 ¢ 811 s 336.9-105; 1969 ¢ 621 s 7: 1976 ¢ 135 s 8 1977 ¢ 3475’
47,48; 1978 c 695 s 48; 1986 ¢ 444; 1990 c 426 art 1 s 40 1995 c 194 art 2 §2;1995 ¢
202 art 1 s25 1997c 11 aﬂ2s5

336.9-106 DEFINITIONS; “ACCOUNT” “GENERAL INTANG[BLES”

* “Account” means any right to payment for goods sold'or leased or for services rendered |
which is not évidented by an instrument or chattel paper whether or not it has been earned by
- performance. “General intangibles” means any personal property (including things'in ac-
tion) other than' goods accounts, chattel paper, documents; instriiments, investment proper-
ty, rights to proceeds of written letters of credit, and money. All rights earned or unearned
under a charter or other contract involving the use or hire of a vessel.and all rlghts incident to
_ the charter or contract are accounts.,

History: 1965 c 811 s 336. 9—106 1969 ¢ 621 5 8; 1976 ¢ 1355 9 1995 c194an2

83,1997 c1lart2s6 oo v

336.9-107 DEFINITIONS; “PURCHASE MONEY SECURITY INTEREST”. '
A security interest is a “purchase money security interest” to the extent-that it.is"
(a) taken or retained by the seller of the collateral to secure -all or part of its price; or
(b) taken by a person who by making advances or incurring an obligation gives value to
enable the debtor to acquire rights in or the use of; collateral if such value is in fact so used.

Hlstory 1965 ¢ 811 5 336.9-107

336.9-108 WHEN AFTER-ACQUIRED COLLATERAL NOT SECURITY FOR
ANTECEDENT DEBT.

Where a secured party makes an advance, incurs an obhgatlon releases a perfected se-
curity interest, or otherwise gives new value which is to be secured int whole or in part by
after—acquired property the security interest in the after—acquired collatéral shall be deemed
to be taken for new value and not as security for an antecedent debt if the debtor acquires
rights in such collateral either in the ordinary course of business or under a contract of pur-
chase made pursuant to the security agreement within a reasonable time after new value is
given.

History: 1965 c 811 s 336.9-108; ]986 [4 444

336.9~-109 CLASSIFICATION OF GOODS: “CONSUMER GOODS” “EQUIP
"MENT”; “FARM PRODUCTS”; “INVENTORY”. . - ,
Goods are
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© (1) “consumer goods™if they areused orbou ght foruse prrmanly for. personal farmly or
household purposes; -
©(2) “equipment” if they are used or bought for use pnmanly in busrness (including
farming or a profession) or by a debtor who is a nonproﬁt orgariization or a governmental
-subdivisiofi or agency or if the goods are not included in the deﬁmtrons of i 1nventory, farm
products or consumer goods; . .’ : Ty e

(3) “farm products” if they are crops or hvestock or supphes used or produced in farm
'ing operations or if they are products of crops or livestock in their unmanufactured states
(such as ginned cotton, wool—chp, maple syrup,; milk and eggs), and if they are in the posses-
sion of a debtor engaged in raising, fattenmg, grazing or other farming operatrons If goods
are farm products they are neither equipment nor inventory; -

(4) “inventory” if they are held by a person who holds them for sale or lease or to-be
furnished under contracts of service or if the person has so furnished them, or if they are raw
materials, work in process or materials used or consumed in.a business. Inventory of a person
is not to be classified as the person’s equipment. . .. . .

Hlstory ]965 c 81] s 336 9-109; 1986 c 444

336 9-110 SUFFICIENCY OF DESCRIPTION o e
i For the purposes of this article any description of personal property orreal estate is suf-
ficient whether or not it is specific if it reasonably 1dent1ﬁes what is descrlbed o

History: 1965 c 811 s 336.9-110 _
336. 9—111 [Repealed 1991 cl7lart2s 4]

336.9-112 WHERE COLLATERAL IS NOT OWNED BY DEBTOR

Unless otherwrse agreed when asecured party knows that collateral is owned by aper-
son who is not the debtor the owner of the collateral is entitled to receive ‘from the secured

party any surplus urider sectlon 336 9—502(2) or under section 336. 9—504(1) ‘and is not li-

able for the debt or for any deﬁcrency after resale, and the owner has the same right as the
debtor ’

(a) to receive statements under SCCthI‘l ‘336. 9—208

(b) to receive notice of and to object to'a secured party’s proposal to retain the collateral
in satisfaction of the indebtedness under section 336. 9-505;

(c) to redeem the collateral under section 336 9-506;

() to obtam 1n_]unct1ve or othér relief under section 336. 9—507(1), and

(e)to recover losses caused to the owner under section 336 9—208(2)

- History: 1965 ¢ 814 s 336.9-112; 1986 c 444 -

336.9-113 SECURITY. INTERESTS ARISING UNDER ARTICLE ON SALES OR _
LEASES . ] ,
. A security interest ansmg solely under the artlcle on sales (anrcle 2) or the artrcle on

leases (article 2A) is subject tothe provisions of this article except that to the extent that and
so long as the debtor doesnot have or does not lawfully obtain possession of the goods

(a) no security agreement is'necessary to make the security interest enforceable and

(b)no ﬁhng is required ‘to perfect the security interest; and - "

©) theri ights of the secured party on default by the, debtor are govemed (i) by the article
on sales (article 2) in the ¢ase of a security interest arising solely under such article or (ii) by
the article on leases (article 2A) in the case of a security 1nterest ansmg solely under such
article.

Hlstory: 1965 ¢ 811 s 336.9-113; 1989 ¢ 232art2 54 .
336.9-114 CONSIGNMENT.

(1) A person who delivers goods under a consrgnment which is not-a security interest
- and who would be required to file under this article by paragraph (3) (c) of section 336.2-326
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has priority over a secured party who:is or becomes a creditor of the consignee and who
would have a perfected security interest in the goods if they were the property of the consign-
ee, and also has priority with respect to identifiable cash proceeds recelved on or before de-
livery of the goods to.a buyer, if :

(a) the consignor complies with the filing prov1s1on of the artrcle on sales w1th respect to
cons1gnments (paragraph (3) (c) of section 336. 2—326) before the cons1gnee receives posses-
sion of the goods; and . "

(b) the consignor gives notification in wnttng to the holder of the secunty interest if the
holder has filed a financing statement covenng the same types of goods before the date of the
filing made by the consignor; and

(c) the holder of the securrty interest received. the notlﬁcatlon wrthm ﬁve years before
the consignee receives possession of the goods; and ,

(d) the notification states that the consignor expects todeliver goods on consi gnment to
the consignee, describing the goods by item or type. “

(2) In the case of a consignment which isnot a security interest and in wh1ch the require-
ments of the preceding subsection have not been met, a person who delivers goods to another
is subordinate to a person who would have a perfected security interest in the goods 1f they
were the property of the debtor. ‘ : e :

History: 1976 ¢ 1355 10 -

336.9-115 INVESTMENT PROPERTY.
(1) In this article: k A o ' .
(a) “Commodity account” means an account maintained by a commodity intermediary
in which a commodity contract is carried for a commodity customer. ; i} ‘
_ (b) “Comniodity contract” means a commodrty futures contract an optron on a com-
modity futures contract, a commodlty option, or other’ contract that, in each case, is: o
(i) traded on or sub_]ect to the rules of a board of trade that has been desrgnated as a con—
tract market for such a contract pursuant to the federal commodrtres laws;or =~
(ii) fraded on a foreign commodity board of trade; exchange or market, and is carried on
the books of a commodity intermediary for a commodrty customer. - |
(c) “Commodity customer” means a person for whom a commodlty mtermedrary car-
ries a commodity contract on its books. :
(d) “Commodity intermediary” means: =
_ ()apersonwhoi is reglstered asa futures commlssron merchant under the federal com-
modmes laws; or -
. (ii) aperson who in the ordinary course of its business provides clearance or settlement
services for a board of trade that has been designated as a contract market pursuant to the
federal commodities laws. .
o (e) “Control” with respect to a certificated security, uncertificated secunty, or security
‘ entitlement has the meaning specified in section 336.8—106. A secured party has control over
a commodity contract if, by agreement among the commodity. customer, the commodity in-
termediary, and the secured party, the commodity intermediary has agreed that it will apply
any value distributed on account of the commodity contractas directed by the sécured party
without further consent by the commodity customer. If a commodity customer grants a secu-
rity interest in a commodity contract to its own commodity intermediary, the comrnodity in-
termediary as secured party has control. A secured party has control over a securities account
or commodity account if the secured party has control over all security entitlements or com-
modity contracts carried in the securities account or commodlty account
(f) “Investment property” means:
(i) a security, whether certificated or uncertificated;
(ii) a security entitlerent; N
(iii) a securities account;
.-+ (iv)-a commodity contract; Or ... .. .-
~ (v) a commodity account. ... ¢

[
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(2) Attachmeéiit'or perfection of a secuirity:interest in a securities dccount is also attach-
ment or perfection of a security interest in all security entitlements carried in the securities
account. Attachment or perfection.of a secunty interest in a commodity accountiis also at-
tachment or perfection of a securrty 1nterest in- a11 commodrty contracts carried in the com-
modity account. -, i ! B i, SR

BYA descrrptron ‘of collateral ina securrty agreement or ﬁnancrng statement is sufﬁ-
‘cient to create or perfect a Security interest in a certificated security, uncertificated security,
security entitlement, $eCurities account, commodrty contract, 0t commodity accountwheth-
erit describes the collateral by those térms, or asinvestment property; or by descriptiori of the
undetlying security, financial -asset, or.commodity  contract.. A-description of ihvéstment
‘property collateral in a security agreement or financing statement is sufficientif it identifies
the collateral by specific listing, by category, by quantity; bya computational or allocational
formula or procedure or by any other method if the 1dent1ty of; the collateral is objectlvely
determinable.r- i S e

(4) Perfectl of a securrty 1nterest 1n 1nvestment property is govemed by the followmg'

rulés:

(a) A secunty interest in investment property may be perfected by control

(b) Except as otherwise provided in paragraphs (©) and (d) ‘a secunty interest rn 1nvest-
ment property may be perfected by filing..

() If the debtor is a broker of. secur1t1es intermediary, a security interest in investment
property is perfected when it attaches The filing of a ﬁnancmg statement with respect to a
security interest in investment propérty ‘granted by abroker or securities intermediary has no
effect for purposes of perfection or priority with respect to that securrty interest.

(d)If adebtoris a commodlty intetrilediary, a seCurity interest ina comimodity.contract

.or.a commodity account is-perfected when it attaches: The filing of a financing statement

with respect to a security interest in.a commodlty confract or.a, commodlty account granted

by acommodity intermediary has no effect for- purp0ses of perfectlon or priority w1th respect
to that security interest.. .- .. A C T

(5) Priority between conﬂrctmg secunty interests in the same 1nvestment property 1s
governed by the following rules: .

@A securrty interest of a secured party who has control over investment property has
. priority overa securlty interest of asecured party who does nothave control ‘'over the invest-
ment property. . ST e g et :

a, o 1‘1

(b)Exceptas otherwrse provrded in paragraphs (c) and (d), confhctmg securrty interests -
of secured parties each of whom has control rank equally. - o

(c) Except as otherwise agreed by the securities 1ntermed1ary a securrty 1nterest in a se-
‘curity éntitlement or a securities accouiit:granted to the debtor’s own securities intermediary
“has priority over any security interest granted by the:;debtor to.another 'sécured party.. : .

(d) Exceptas otlierwise agreed by the ¢cornmodity intermediary, a security'interest in a

commodity contract or a commodity account granted to.the debtor’s own commodity inter-
'medlary hds priority overany securrty interest granted by the debtor to another secured party.

(&) Conﬂrctlng securrty interests granted bya broker a'securities-intermediary, or a
commodrty 1nterrned1ary which are. perfected without control rank equally

. (f) Inall other cases, pnonty between conﬂrctrng secunty 1nterests in 1nvestment prop-
erty is. governed by section 336 9—3 12(5) (6),‘and (7) Sectlon 336 9—312(4) does not apply -
to mvestment property..’

B e < g i - ' H
(6) If a security certificate in regrstered form 1S dehvered toa secured party pursuant to
agreement, a written security agreement is not required for attachment or enforceability of
the security interest, delivery suffices for perfectron of the secunty interest, and the security
interest has priority over a conflicting secur1ty mterest perfected by means other than control,
even 1f a necessary endorsement is lackmg :

Hlstory 1995c194art2s4 i f' *\ -
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336.9-116 SECURITY INTEREST ARISING IN PURCHASE OR DELIVERY OF
FINAN CIAL ASSET. .

" (1) If a person buys a financial asset through a secuntles mtennedrary ina transacnon in
which the buyer is obligated to pay the purchase price to the securities intermediary at the
time of the purchase, and the securities intermediary credits the financial asset to the buyer’s -
securities account before the buyer pays the securities mtermedrary .the securities intermedi-
ary has.a secunty interest in the buyer’s security entitlement securmg the buyer’s obligation
to pay.;A security agreement is not required for.attachment or enforceabrhty of the security
interest; and the security interest is automatically perfected. - . ;

-+ (2) If a certificated’ securlty, or other financial asset represented by a wrmng whrch in
ther ordmary course of business is transferred by delivery with any necessary endorsement or
assighment is delivered pursuant to an agreement between persoris in the business of dealing

-with such securities or financial assets and the agreement calls for delivery versus payment,
the person dehvermg the certificate or other financial asset has a secunty intefest in the certif-
icated security or other financial asset securing the seller’s right to receive payment. A secu-
‘r1ty agreement is not required for attachment or eniforceability of the secunty 1nterest and the
security interest is automatrcally perfected .

Hlstory I995c]94art2s5 _

Part 2 T
. VALIDITY OF SECURITY
. AGREEMENT AND RIGHTS
. OF PARTIES THERETO ’

~

o

336. 9—201 GENERAL VALIDITY OF SECURITY AGREEMENT

“Except as otherwise provrded by this chapter a security agreémentis effective accord-
ing'to its térms between the parties, against purchasers of the collateral and against creditors.
Nothing in this article validates any charge or ptactice illegal under any statute or regulation
thereunder governing usury, small loans, retail installment sales, or the like, or extends the
application of any such statute or regulation to any.transaction not otherwise subject thereto.

Hlstory 1965 ¢ 811 s 336 9—20]

Tt

336.9-202 TITLE TO COLLATERAL HVIMATERIAL; o
Each provision of this article with regard to n'ghts obligations and remedies’applies
whether title to collateral is in the secured party. or in the debtor. . :

Hlstory 1 965 c 811 s 336. 9—202

336.9-203 ATTACHMENT AND ENFORCEABILITY OF SECURITY INTEREST
PROCEEDS; FORMAL REQUISITES. ‘= < 2«7~

(1) Subject to the provisions of section 336.4-210 on the secunty interest of a collectmg
bank, sections'336.9~115 and 336.9-116.0n security interests in investment property. and
section 336.9-113 on a security interest arisingunder the article on sales, a security interestis
not enforceable against the debtor or third partles with respect to the collateral and does not
attach unless:

(a) the collateral is 1n the possessron of the secured party pursuant to agreement the
collateral is investment property and the secured) party has control pursuant to agreement, or
the debtor has signed a secunty agreement which contains a description of the collateral and,
in addition, when the security interest covers crops growmg or to be grown or trmber to be
cut, a description of - the land concerned : : e

(b) valué has been grven and"’ :

(c) the debtor has nghts in'the collateral ,

(2) A security interest attaches when it becomes enforceable agamst the debtor withre-
spect to the collateral. Attachment occurs as soon as all of the events specified in subsection
(1) have taken place unless explicit agreement postpones the time of attaching.

SE
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*+(3) Unless otherwise agreed a securlty agreement gives the'secured party +he rights to
proceeds provided by section 336.9-306.
/(4) A transaction, although Subject'to this article, is also subject to: M1nnesota Statutes
* :Sections 48:153,to 48.157; Chapters 52, 53, and 56; and Sections 168.66t0,168.77,222.13 to
-222.16,and 334.01 to 334.06, and in the case of conflict between the provisions of this article
and any such statute, the provisions of such statute control. Failure to comply with any appli-
.cable statute has only the effect which is specified therein. ., .. ;

, ‘History: 1965 ¢ 811 s 336 9-203; 1976 c135s1I; ]978 c 695 s 49 1992 c565s"
]13 1995c]94art2s6 ‘ . , ‘

336 9—204 AFTER—ACQUIRED PROPERTY FUTURE ADVANCES .
(1) Excépt as provided in‘subsection(2),:a‘secufity agreement may provide that any or
all obh gations covered by the secur1ty agreement are to be secured by after—acquued collat-
-eral. . e g "
(2) No secunty interest attaches under an after—acqmred property clause to consumer
~goods other than accessions (section 336.9-314) when given as additional security unless the
debtor -acquires rights-in them within ten-days after the secured party gives value.:.
-(3):Obligations covered by a security agreement may, include future advances or other
‘ value whether or notthe advances or value are grven pursuant to commitment (subsectron (€3]
of section.336. 9—105) c e "

' Hlstory 1965 c 811 s 336 9—204 1976 c 135 s ]2

336.9-205 USE OR DISPOSITION OF COLLATERAL WITHOUT ACCOUNTIN G
PERMISSIBLE.:
A security 1nterest is not 1nva11d or fraudulent agarnst credrtors by reason of hberty in
the debtor to use, commingle.or d1spose of all or part-of the collateral (including returned ot .
repossessed goods) or to, collect: Or.compromise accounts or chattel paper, or to accept the | -
return of goods or make repossessions, ot to use, commingle or dispose of proceeds, or.by
reason:of the failure of the secured party to require the debtor to account for proceeds.or re-
place collateral. This section does not relax the requirements of possession where. perfectron
- of a security interest depends upon. possessron of the collateral by the secured party or by a
bailee. .| . . ; '

Hlstory 1965 c 811 §: 336 9 205 ]976 c ]35 s 13

{

‘ 336 9—206 AGREEMENT NOT TO ASSERT DEFENSES AGAINST ASSIGNEE .‘
MODIFICATION OF SALES WARRANTIES WI{ERE SECURITY AGREEMENT
.EXISTS
(1) Subjectto any statute or decision which estabhshes adifferent rule for buyers or les-
sees of consumer goods an agreement bya buyer or lessee not to dssert against af assrgnee
any claim or defense which the buyer or lessee may have agalnst the seller or lessor is en-
‘forceable by an assignee who takes an assi gnment for value, in good faith and without notice
of aclaim or defense, except as to defensés of a type whichmay be asserted against aholderin
due course of a negotiable instrument under the article on commercial paper (article 3). A
buyer who as part of onie transactlon si gns both a negotlable mstrument and a secunty agree-
ment makes such an agreement. - £ : ‘
(2) When a seller retains a purchase money securrty interestin goods the article on sales -
(article 2) governs the sale and any disclaimer, limitation or modification of the seller’s war-
ranties.

History: 1965 c 811 s 336. 9—206; 1986 ¢ 444

336.9-207 RIGHTS AND DUTIES WHEN COLLATERAL IS IN SECURED
PARTY’S POSSESSION.

(1) A secured party must use reasonable care in the custody and preservation of collater-
al in the secured party’s possession. In the case of an instrument or chattel paper reasonable
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care includes takmg necessary steps to preserve nghts agamst pnor partles unless otherw1se
agreed P oE Ly
(@) Unless otherwise agreed, when collateral is in the: secured party s possessmn
" (a)reasonable expenses (including the cost of any insurance and payment of taxes or
-other charges) incurred-in the custody, preservation;-use or operatlon of the collateral are
chargeable to the débtor and are secured by the collateral;- : SN
(b) the risk of accidental loss or damage is on the debtor to the extent of any deﬁcrency in
any effective insurance coverage;' > s SR
(c) the secured party may hold as addmonal secunty any increase:or proﬁts (except
money) received from the collateral, but money so received, unless remltted to the debtor,
~ shall be applied.in reduction of thé secured.obligation;: = ©. "¢ & i
“ (dythe secured party mustkeep the collateral 1dent1ﬁab1e but funglble collateral may be
commmgled
(e) the secured party may repledge the collateral upon terms wh1ch do not 1mpa1r the
debtor’s.right to redeem it. -+ <3 S C o :
(3)A secured party isliable for any loss caused by the secured party s fallure to meet any
-obligation imp6sed by the precedmg sibsections but does not16se'the sécurity interest.
-~ (4) A secured party'may usé or operate the collateral for the purpose of preserving the
‘collateral or its value or pursuantto the order of acourt of appropriate jurisdiction or; except
in the case of consumer goods, in the manner and to the extent prov1ded in the secunty agree—
ment. : S e e
Hlstory 1 965 < 811 s 336 9—207 1 986 c 444
336. 9—208 REQUEST FOR STATEMENT OF ACCOUNT OR LIST OF COLLAT-_
"ERAL. ‘ : et
TOyA debtor may sign'a statement 1nd1cat1ng whatthe debtor beheves to be the aggre-

: o gate amount of unpaid indebtedness as of a specified datéand may send it to the secured party

with a request that the statement be approved or corrected-and returned to the debtor. When
‘the secur1ty agreement or any other record kept by the secured party identifies the collateral a
‘debtor may similarly request the sécured party to:approve-or corréct a list of the collateral.
“(2) The secured party must comply with such a reljuest Within two weeks afterfeceipt by -
sending a written correction or approval. If the secured party claims a security interest in‘all
of a particular type of collateral owned by the debtor the secured party may indicate that fact
_in the reply and need not approve or correct an itemized list of such collateral. If the secured
-party without reasonable excuse fails to comply the secured party is liable for any loss caused
‘to'the debtor thereby; and if the debtor has properly included inthe request a good falthfstate-
ment of the obligation or a list of the collateral or both the secured party may claim a security
interest only as shown in the statement agamst persons misled by the failure to comply. If the
secured party no longer has an interest in the obligation or ‘collateral at the time the request is
received the secured party must disclose-the name and address of any known successor in
interest and the secured party is hable for any ] loss caused to the debtor as a result of failure fo
disclose. A SuCCesSor. in 1nterest isnot sub_]ect to this section unt11 arequestis teceived by the
“SuCCesSor.
(3):A debtor:is entltled to such a statement once every six. months w1thout charge The
» secured party may require payment ofa charge not exceedmg $10 for each additional state-
ment furnished., e

History: { 965 c8lls 336 9—208 1 986 ¢ 444
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- Part3 .
RIGHTS OF THIRD PARTIES :
PERFECTED AND UNPERFECTED
SECURITY INTERESTS; .
RULES OF PRIORITY

336.9-301 PERSONS WHO TAKE PRIORITY OVER UNPERFECTED SECURITY
INTERESTS; RIGHT OF “LIEN CREDITOR.” -

(1) Except as otherwise prov1ded in subsection (2), an unperfected security mterest is
-subordinate to the rights of - :

(a) persons entitled to priority under section 336.9-312;

(b) a person who becomes a lien creditor before the security interest is perfected;

(c)in the case of goods, instruments, documents, and chattel paper, aperson whoisnota
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 the ordinary course of business; to the extent that the
person gives value and receives delivery of the collateral w1thout knowledge of the secunty
interest and before it is perfected; :

(d) in the case of accounts, general intangibles, and investment property, a person who is
not a secured party and who is a transferee to the extent that the person gives value without
knowledge of the security interest and before it is perfected.

(2) If the secured party files with respect to a purchase money security interest before or
‘within 20 days after the debtor receives possession of the collateral, the secured party takes
priority over the rights of a transferee in bulk or of a lien creditor which arise between the
‘time the security interest attaches and the time of filing::

(3) A “lien creditor” means a creditor who has acquired a lien on the property involved
by attachment levy or the like and includes an assignee for benefit of creditors from the time
of asslgnment and a trustee in bankruptcy from the date of the ﬁhng of the pet1t10n or are-
ceiver in équity from the time of appointment.

(4) A person who becomés alien creditor while a securlty interestisperfected takes sub-
ject to the security intérest only to the extent that it secures advances made before the person
becomes a lien creditor or within 45 days thereafter or made without knowledge of the lien or
pursuant to a commitment entered into without knowledge of the lien.

I-Ilstory 1965 ¢ 811 5 336.9-301; 1976 ¢ 135 s 14; 1983 ¢ 50 s 1; 1986 ¢ 444, 1995
cl9art2s7 , . P y 4 .

336.9-302 WHEN FILING IS REQUIRED TO PERFECT SECURITY INTEREST;
SECURITY INTERESTS TO WHICH FILING PROVISIONS OF THIS ARTICLE
DO NOT APPLY.

(HA ﬁnancmg statement must be ﬁled to perfect all secunty 1nterest except the follow-
ing:

(a) A. ‘security mterest 1n collateral in possess1on of the secured party under section
336.9-305;

(b) A secur1ty interést temporanly perfected in mstruments, cemﬁcated securities, or
documents without delivery under section 336. 9—304 or 1n proceeds for a 20 day period un-
der section 336.9-306;

«-(c) A security interest created by an ass1gnment of a beneﬁclal interest in a trust ora
decedent s estate; :

(d) A purchase money secunty interestin consumer goods but filing is required for a
motor vehicle requrred to be registered; and fixture filing is required for priority over con-
fhctrng interests in fixtures to the extent provided in section 336.9-313;

--(e) An ass1gnment of accounts which does not alone or in conjunction with other assign-
ments to the same assignee transfer a significant part of the outstandmg accounts of the as-
signor; . - Y

(f) A security interest of a collectmg bank (section 336. 4—210) or ansmg under the ar-
ticle on sales (see section 336.9-113) or covered in subsection (3) of this section;
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() An assignment for the benefit of all the creditors of the transferor, and subsequent
transfers by the assignee thereunder; -

(h) A security interest in investment property which is perfected without filing under
section 336.9-115 or 336.9-116. - -

(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 securlty interest against creditors of
and transferees from the original debtor.

(3) The filing of a financing statement otherw1se required by this article is not necessary
-or effective to perfect a security interest in property subject to the following statutes or trea-
ties; except that to the extent such statutes or treaties are silent on a specific matter, the provi-
sions of this article shall govern:

(a) a statute or treaty of the United States which pr0v1des for a national or 1ntemat10nal
registration or a national or international certificate of title or which specifies a place of filing
different from that specified in this article for filing of the security interest; or

(b) the followmg statutes of this state;

(i) Sections 168A.01 to 168A.31 and 86B. 820 to 86B.920; but during any period in
which collateral is inventory 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 t0.a securlty interest in that
collateral created by the person as a debtor; or _ .

(ii) Sections 300.11 to 300.115.

{c) a certificate of title statute of another jurisdiction under the law of which mdlcatlon
of a security interest on the certificate is requlred asa condmon of perfection (subsectlon (2)
of section 336.9-103).

(4) Compliance with a statute or treaty descnbed in subsectlon (3) is equ1valent to the
filing of a financing statement under this article, and a security interest in property subject to
the statute or treaty can be perfected only by compliance therewith except as provided in sec-
tion 336.9-103 on multiple state transactions. A security interest perfected by compliance
with such a statute or treaty is governed by this article in all respects not inconsistent with the
provisions of the statute or treaty under which it was perfected, provided that this article shall
not be deemed inconsistent if it provides for a more extensive duration of effectiveness.

History: 1965 ¢ 811 s 336.9-302; 1976 ¢ 135 5 15; 1978 ¢ 695 5.50;:1983 ¢ 50 s 2;
1986 c 444; 1989 ¢ 335 art 1 s 214; 1990 c391art10s 3; 1992 €565 s 113; 1995 ¢ 194
art2s8

336.9-303 WHEN SECURITY INTEREST IS PERFECTED; CONTINUITY OF
PERFECTION.

(HA secunty interest is perfected when it has attached and when all of the apphcable
steps required for perfection have been taken. Such steps are specified in sections 336.9-302,
336.9-304, 336.9-305, and 336.9-306. If such steps are taken before the security interest
attaches, it is perfected at the time when it attaches.

(2) If a security interest is originally perfected in any way permitted under this article
and is subsequently perfected in some other way under this article, without an intermediate
period when it was unperfected, the security interest shall be deemedtobe perfected continu-
ously for the purposes of this art1cle

Hlstory 1965 ¢ 811 s 336. 9—303

336.9-304 'PERFECTION' OF SECURITY INTEREST'IN INSTRUMENTS, DOC- ’
UMENTS, PROCEEDS OF A WRITTEN LETTER OF CREDIT, AND GOODS
COVERED BY DOCUMENTS; PERFECTION BY PERMISSIVE FILING; TEM-
PORARY PERFECTION WITHOUT FILING OR TRANSFER OF POSSESSION.
(1). A security interest in chattel paper or negotiable documents may be perfected by
filing. A security interest in the rightsto proceeds of a written letter of credit.can be perfected
only by the secured party’s taking possession of the letter of credit. A security interest in
money or instruments (other than instruments which constitute part of chattel paper) can be
perfected only by the secured party’staking possession, except as provided in subsections (4)
and (5) of this section and subsections (2) and (3) of section 336.9=306 on proceeds. . "
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(2)During the period that goods are in the possession of the issuer of-a negotiable docu-
ment therefor, a security intérestinthe goods is perfected by perfécting a:security interest in
the document, and any secunty 1nterest in the goods otherw1se perfected dur1ng such perlod
is subject thereto.

(3) A security interest in goods in the possession of a ballee other than 6ne who has is-
sued a negotiable document therefor is perfected by issuance of a document in the name 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 interestin 1nstruments cernﬁcated securmes or negotrable documents is
perfected without filing or the takmg of possess1on for a period of 21 days from the time it
attaches to the extent that it arises for new value given-under a written security agreement.

(5) A security interest remains perfected for a period of 21 days without filing where a
secured party having a perfected security interést in an'instrument, a certificated security, a
-negotiable document, or'goods in possession of a bailéé other thah one-who has 1ssued ane-
gotlable document therefor:

“(a)ymakes available to the debtor.the goods or.documents representing the goods for the
purpose of ultimate sale or exchange or for the purpose of loading, unloading, storing, ship-
ping, tfansshipping, manufacturing, processing or otherwise déaling with them in a manner . -
prehnnnary to their sale or exchange but priority between conflicting security interests in the
goods is subject to subsection (3) of section 336.9-312; or

(b) delivers the instrument or certificated security to the debtor for the purpose of u1t1-
‘mate sale or exchange or of presentatlon collection; renewal, or reglstratlon of transfer. B

(6) After the 21 day penod in subsections 4) and (5) perfectlon depends upon com-
pliance with applicable provisions: of this article.-

- History: 1965 ¢ 811 s 336 9—304 ]976 c 135 s ]6 ]978 ¢695 s 51 ]995 [2 194 art
2s9; 1997c1]art2s7 ,

336.9-305 WHEN POSSESSION BY SECURED PARTY PERFECTS SECURITY
INTEREST WITHOUT FILING.

" A security interest in goods, instruments;; ‘money, negotlable documents or chattel pa-
per may be’ perfected by the securéd party’s taking possession of the collateral. A security
interést in the rights to proceeds of a writtén letter of credit midy be perfected only by the se-
cured party’s taking posséssion of the letter of credit. If such collateral other than goods cov-
ered by a negotiable documentis held by abaile¢, the secured party is deemed to have posses-
sion from the timesthe bailee receives notification of the secured party’s interest. A security
interest is perfected-by possession from the time possession is taken:without relation back
and continues only so long as possessionis retained, unless otherwise specified in this article.
The security interest may be otherwise perfected as prov1ded in this article before or after the
period of possession by.the. secured party.

History: 1965 ¢ 811 s 336. 9—305 1976 c. 135 s, 17 1978 ¢ 695 s 52 ]995 c 194 art
25 10; 1997 ¢ 11 art 2 5:8 ;

. 336.9-306 “PROCEEDS” SECURED PARTY’S RIGHTS ON DISPOSITION OF
COLLATERAL

* (1) “Proceeds” inchides whatever i$ recerved tpon the sale, exchange collectlon oroth-
‘er disposition of collatéral or proceeds. Insurance payable by réason of 1oss or damage to the
collateral is procéeds, except to the extent that it is payable to a person ottierthan a party to the
security agreement. Any payments or distributions made with respect to investment property
collateral are proceeds: Money, checks, depos1t accounts and the like, are “cash. proceeds
All other proceeds.are ‘‘noncash proceeds.”.

(2) Except where this article otherwise prov1des a secunty 1nterest contrnues in collat-
eral notwithstanding sale, exchange or other disposition thereof unless the disposition was
authorized by the securcd party in the secunty agreement or otherw1se and also continues in

any identifiable proceeds including collections received by the debtor, L
' (3) The security interest in proceeds is a ‘continuously perfected security interest if the
interést in'the original collateral was perfected but it ceases to be a perfected security-interest
and becomes unperfected 20 days after receipt of the proceeds by the debtor unless
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(a)afiled financing statement covers the original collateral and the proceeds are collat-
eral in which a security interest may be perfected by filing in the office or offices where the
financing statement has been filed and, if the proceeds are acquired with cash proceeds, the
descnptron of collateral in the financing statement 1nd1cates the types of property constitut-
ing the proceeds; or :

* (b)afiled ﬁnancrng statement covers the ongmal collateral and the; proceeds are 1dent1-
fiable cash proceeds; or

(c) the original collateral was mvestment property and the proceeds are 1dent1f1ab1e
cash-proceeds; ot .

(d) the security interest in the proceeds is perfected before the exprratron of the 20—day
period. .
Except as provrded in this sectron a secunty interest in proceeds can be perfected only
by the methods or under the circumstances permitted in this article for- ongrnal collateral of
the same type. : -

(4) In the event of insolvency proceedmgs instituted by.or agarnst a debtor a secured
party with a perfected security 1nterest in proceeds hasa perfected secunty mterest only inthe

- followrng proceeds:

'(a) in identifiable noncash proceeds and i 1n separate deposu accounts contarmng only
proceeds

() in’ 1dent1ﬁab1e cash proceeds in the form of money which is neither comrmngled
w1th other money nor deposrted in a deposit account pnor to the insolvency proceedings;

(c) in identifiable cash proceeds in the form of checks and the like which are not depos-
ited in a deposit account prior to the insolvency proceedmgs and

(d) in all cash and dep051t accounts of the debtor, in which proceeds have been com-
mmgled with other funds, but the perfected security 1nterest under th1s paragraph (d) is

6)) sub_|ect to any right of setoff; and ’ s -

(ii) limited to an amount not greater than the amount of any cash proceeds recelved by
- the debtor within 20 days before the institution of the insolvency proceedlngs less the sum of
(I) the payments to the secured party on account of cash proceeds received by the debtor dur-
ing such period and (II) the cash proceeds received by the debtor during such perrod to which
the secured party is entitled under paragraphs (a) to.(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 orthe
secured party, the followrng rules determine priorities: A

(a) If the goods were collateral at the time of sale for an indebtedness: of the seller whrch
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 time when the goods were sold: If the se-
curity interest was originally perfected by a filing which is still effective, nothing fuither is
requrred to continue the perfected status; in-any other case, the secured party must take pos— ’
session of the returned or repossessed goods or must file. S
. (b) An unpaid transferee of the chattel paper has a security interestin the goods agalnst
the transferor. Such security interestis priortoa secunty interest asserted under paragraph (a)
to the extent that the transferee of the chattel paper was entltled to. pnonty under sectlon
336.9-308. e Lo . ,

" (¢) An unpaid transferee of the dccount has a secur1ty 1nterest in the goods agamst the
transferor. Such security 1nterest is subordmate toa securrty interest: asserted under para-
graph (a). R : - T
@A secunty interest of an unpard transferee asserted under paragraph (b) or (c) must
be perfected for protection agamst creditors'of the transferor and purchasers of the retumed
or repossessed goods '

. Hlstory 1965c811s3369—306 1976c135s18 J983c50s3 I995c194art2
sll e : . RN
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336 9-307 ‘PROTECTION OF BUYERS .OF GOODS TR :

(1) A buyer in ordinary course of busines§ (subsectlon (9) of section 336. 1—201) takes
free of a security interest created by the'séller éven though the securlty interestis perfected
and even though the buyer knows of its existence: « = .1 .1

(2) In the case of consumer goods, a buyer takes free.of a securlty mterest even though

-perfected if buying without kriowledge of the security interest, for value and for-personal,
farmly or Household purposes ‘unless prior to the purchase the secured party has ﬁled afi-

Hancing statement covering such goods: g
(3) Abuyer other’ than a buyer in ordinary course of bus1ness (subsectlon (1) of th1s sec-

tion)takes free of a secunty interest to'the extent that it secures future advances made after.
the sectired party acquires’knowledge-of the purchase; or more than.45 days after the’pur- -

chase, whichever first océurs, unless made pursuantto’a commitment entered into w1thout
knowledge of the:purchase: and before the expiration of the 45-day period. .

History: 1965 c 811 s 336.9-307; 1976 ¢ 135 s 19 1985 ¢ 233 § 7 1985 ¢ 276 510;
1985c306s23 ]986c322»s3 1986c444 S

336 9—308 PURCHASE OF CHATTEL PAPER AND INSTRUMENTS

+Apurchaser of chattel paper oran instrument who gives new value and takes possess1on ‘

of itin the ordinary course of busmess has priority overa secunty interest in the chattel paper
or 1nstrument

- (a)'which is perfected under section.336.9-304 (pernnss1ve filing and temporary per-
fection) or under section 336.9-306 (perfectlon as to proceeds) if acting without knowledge
that.the specific paper or instrument is subject to.a security interest; or = -,
..+ (b) which is claimed merely:as proceeds of inventory subJ ectto a: secunty 1nterest (sec-
tlon 336.9-306) even though the purchaser knows that the specific paper or,instrument. is
-subject to-the security interest. :

- History: 1965 ¢ 811 5 336.9-308; I976c]35s20 ]986c444 oL

336 9—309 PROTECTION OF PURCHASERS OF INSTRUMENTS DOCUMENTS
.AND SECURITIES. :

4 Nothmg in this artrcle limnits the nghts of aholder in due course of a negotlable 1nstru—
ment (section 336. 3—302) or.a holder to whom a negotlable documentof title has been duIy
negotiated (section 336.7-501) or a protected purchaser of a securlty (sectlon 336. 8—303)
and the holders or purchasers take priority over an earlier secunty interest even though per-

fected. Filing under this article does not constltute notice of the securrty 1nterest to the hold-"

ers, or purchasers
History: 1965 ¢ 811 5 336.9- 309 1978 c 695 s 53 1995 194 art2 5 12

336.9-310 PRIORITY OF CERTAIN LIENS ARISING BY OPERATION OF LAW.

. When a person in the ordinary course of business furnishes services or materials with
Ttespect to.goods subject to‘a security’ interést, a lien upon goods in the: possess1on of.such
person given by statute or rule of law for such materials or'services takes priority over a'pet-

fected secunty 1nterest unless the 11en is statutory and the statuite express]y prov1des other-
wise. ‘ ‘

Hlstory 1 965 c811s 336 9—31 0; 1986 c 444

336.9-311 AL[ENABILITY OF DEBTOR’S RIGHTS JUDICIAL PROCESS
- Thedebtor’s rights in collateral may be voluntarily or involuntarily transferred (by way
of sale, creation of a secunty interest, attachment, levy, garnishmient or other judicial-pro-

cess) notwithstandingd‘provision in the security: agreement proh1b1t1ng any transfer or mak-

ing the transfer constitute a default.
History: 1965 ¢ 811 5 336.9-311 .

336.9-312 PRIORITIES-AMONG' CONFLICTING SECURITY INTERESTS IN

THE SAME COLLATERAL.
-(1) The rules of priority stated in other sections of th1s part and in the followrng sectlons
shall govern when applicable: section 336.4-210 with respect to the security interests of col-
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lect1ng banks in items being collectéd, dccompanying documents and proceeds; section
336.9-103 on security interests related to other Junsd1ct10ns section 336.9-114 on consign-
ments; section 336.9—115 on security interests in investment property.

(2) A perfected security interest in crops for new value given to enable the debtor to
produce the crops dunng the production season and given not more than three months before
the crops become growing crops by planting or otherwise takes priority over an earlier per-_
fected-security interest to the extent that such earlier interest secures obligations due more
than six months before the crops become growing crops by planting or otherwise, even

:_though the person giving new value had knowledge of the earlier security interest.

.7 (3) A perfected purchase money security interest in inventory has priority over:a con-
fllctmg security interest in the same invéntory and also has priority in 1dent1f1able cash pro—

- ceeds received on or before the delivery of the inventory-to a-buyer if co

_ (a) the purchase money security interest is perfected at the time the debtor receives pos-
session-of the inventory; and

(b) the purchase money secured pany gives notification i in wntrng to the holder of the
conflicting security interest if the holder had filed a financing statement covering the same
_ types of inventory (i) before the date of the filirig made by the purchise money secured party,
or(ii) before the beginning of the 21'day period where the purchase money secufity interest is
temporarily perfected without filing or possession-(subsection (5) of.section 336 9—304)
and

(c)'the: ‘holder of the conﬂ1ct1ng secunty interest receives the notification: w1th1n ﬁve
years before the debtor receives possession of the inventory; and -

(d) the notification states that the person giving the notice has or expects to acquire a
. purchase money ‘security’ mterest in mventory of the debtor, descnbmg such mventory by
item or type..’-, =~

“4)A purchase money secunty interest in collateral other than inventory has priotity
over a conﬂrctrng secunty interest in the same collateral or its proceeds if the purchase
. money security interest is perfected at the time the debtor receives possession of the collater-

‘al or within 20 days thereafter.
(5). In all cases not governed by other rules stated in this section (mcludmg cases of pur-
‘ chase money security intérests which do not qualify for the special priorities set forthin sub-
sectlons (3)and (4) of th1s section), priority between conﬂrctmg securrty 1nterests m the same
collateral shall be determinéd accordmg to the following rules:
(2 Conﬂlctmg security interests rank according to pnonty in time of filing or perfec—
tion. Priority dates from the time a filing is first made covering the collateral or the time the
security interest is first perfected, whichever is earlier, prov1ded that there is no penod there-
after when there is neither filing nor perfection. :

(b) ‘Solongas conflicting security interests areunperfected the first to attach has prior-
City.

.. (6) For the purposes of subsectlon (5) a date of filing or perfectlon asto collateral is also
a date of filing or perfection as to proceeds.

(7) If future advances are made while a security 1nterest is perfected by ﬁlmg, the takmg
of possession, or under section 336.9-115 or 336,9—116 on investment property, the security
interest has the same priority for the purposes of. subsectron (5) with respect to the future ad-
vances as it does with respect to the first advance. If a commitment is made before or while
the security interest is so perfected, the security initerest has the same priority with respect to
adyances-made pursuant thereto. In othercasesa perfected security interest has pnonty from
the date the advance is made. o

History: 1965 ¢ 811's 336‘9—312 1976 ¢ 135 s 21 1978 c 695 5 54; 1983 c 50 s 4
1992 ¢ 565 s 113; 1995 ¢ 194 art 2513 :

336 9-313 PRIORITY OF SECURITY INTERESTS IN FIXTURES
- (1) In this section dnd in the prOV1s1ons of part 4 of this article referrmg to fixture ﬁlmg,
| unless the context otherwise requires,
""(a) goods are “fixtures” when they become so related to part1cular real estate that an
interest in them arises under real estate law. - .
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(b) a “fixture filing” is the filing in the office where a mortgage on the real estate would
be ﬁled or recorded of a ﬁnancmg statement covering goods which are or.are to become. fix-
tures and. conforming to the requuements of subsection (5) of section 336.9-402 except in
the case of a fixture, ﬁhng by a transrmttmg ut111ty, Wthh shall be gov med by subsectlon ®
of section 336. 9—401 s

(c) a«mortgage is. a construct1on mortgage to the extent that 1t secures an obl1gat10n
incurred for the construction of an improvement on land including the acqu1s1t10n costof the
land if the recorded writing so indicates. .

A secunty interest. under this art101e may be created in goods which are ﬁxtures or
' may, continue in goods wh1ch become fixtures, but no secur1ty mterest ex1sts under this ar-
ncle in ordlnaxy bu11d1ng matenals 1ncorporated into an lmprovement on land: '

(3) This aiticle does n6t’ prévent creation of an encumbrance upon ﬁxtures pursuant to
real estate law. :

(4) A perfected secunty 1nterest in f1xtures has pnonty over the conﬂ1ct1ng 1nterest of an
encumbrancer or Gwner of the real estate where S

(a) the secunty interestis a purchase money secunty 1nterest the 1nterest of the encum—
brancer or owner arises béfore the > goods become ﬁxtures the securrty interestis perfected by
a fixture filing before the goods becoine fixtures ot w1th1n 20 days thereafter; and the débtor
has an interest of record in the real estate or is in possess1on of the real estate; or

L (b) the secunty interest is perfected by afixture filing before the ifiterest of the eficurn-

- braficer.or owner is of record, the secufity 1nterest has priority over any conﬂlctmg interest of
a predecessor intitle of the encumbrancer orowner, and the debtor has aninterest of record in
the real estate’or is in possess1on of the real estate; or **
(c) the ﬁxtures are read1ly removable factory or ofﬁce machmes or read1ly removable ,
replacements of domestic apphances which are consumer ‘goods, and before the goods be—
come fixtures the security interest is perfected by any ‘method pernntted by thrs artrcle or
*(d) the conflicting interest is a lien on the real estate, obtamed by legal or equ1table pro—
ceedmgs after the security interest was'perfected by’ any "method permitted by this article.
(5) A security interest in fixtures, whether.or not perfected, has priority. over the con-
ﬂ1ct1ng interest of an encumbrancer or owner of the real estate where .
’(a) the encumbrancer or owner has consented‘ in writing to the sec
. disclaimed an interest in the goods as fixtures; or B
-(b) the debtor has aright to remove the goods as against the encumbrancer or owner If

- the debtor’s right terminates, the pnonty of the security interest contmues for a reasonable

time.

e

‘

'ty’ ‘inte‘rest; or has

(6) Notw1thstand1ng paragraph (a) of subsect1on (4) but otherwrse subJect to subsec-

_ tions (4)'and (5), a security mterest in fixtures'is subordmate to a construction mortgage re-
corded before the goods becoime fixtures if the goods becomie ﬁxtures before the complet1on
- of the construction. To the éxtent thatitis given to reﬁnance aconstructio mortgage a mort—"
gage has this pnonty to the same extent as the construction mortgage b
(7 In casesnot within the precedmg stibsections, a secunty interestin ﬁxtures is subor—
~ dinaté to the conflicting 1nterest ofan encumbrancer or owner of the related real estate who is
not the debtor.

..(8) When the secured party has priority over all owners and encumbrancers of the real
estate the secured party may, on default, subject to the provisions of part 5, remove collateral
-from the real estate but the secured party must reimburse any encumbrancer or owner of the

~ real estaté who is notthe debtor and who hasnot otherwise agreed for the cost of repair of any
physical injury, but not for any diminution in value of the real estate caused by the absence of
the goods removed or by any necessity for replacing them. A person entitled to reimburse-
-ment may refuse permission to remove until the secured party g1ves adequate secunty for the .
performance of this.obligation. - '

. History: 1965.c 811 s 336 9—313 1976 c 135 S 22 1986 c 444 1989 c 31 s ]

336.9-314 ACCESSIONS.’ PR T e
(1) A security interest in goods which attaches before they are mstalled in or afﬁxed to
other goods takes priority as'to the goods installed or affixed (called in this section “acces-
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1 s1ons”) over the ¢laims of all persons to: the whole except as stated in subsectron (3) and sub-
‘ject to section 336. 9—315(1) e
L (DA securrty initerest whrch attaches to goods after they become part ofa whole isvalid
agarnst all § persons subsequently acquiring interests in'the whole except as stated in subsec-
tion (3) but is invalid against any person with an interest in the whole at the time the security
interest attaches to thé goods who has not in‘ writing consented to the secunty 1nterest or d1s- :
claimed an interest in’the goods as part of the whole. SR
(3) The security interests described in subsectrons (1) and (2) do ot take prrorrty over‘
@a subsequent purchaser for value of any interest in’ | the whole or s -
(b)a credltor thh a lien on the whole subsequently obtalned by Jud1c1al proceedrngs or
. (©)a credltor wrth a prior. perfected secunty 1nterest in the whole to the extent that the
creditor makes subsequent advances .
... =, ifthe subsequent purchaseis; ‘made, the lien by judicial proceedmgs obtamed or the sub—
: sequent advanceé under the prior perfected securlty interest is made or contracted for without
" knowledge of the security interest and before it is perfected A purchaser of the whol€ at a
fforeclosure sale other than thé holder of a perfected security interest purchasrng at the hold—
er’s own foreclosure saleis a subsequent purchaser within th1s sectron _
(4) When under.subsections (1) or (2) and [OF: secured party has an 1nterest in acces- '
,sions which has prlonty over the claims of all persons who have 1nterests in the whole, the
'secured party may on default subJect to the prov1s10ns of part 5 remove collateral from the ‘
. whole butthe secured party must reimburse any encumbrancer or owner of the whole who is
not the debtor and who has not otherwise agreed for the cost’ of repa1r of any physical i injury -
_but not for any diminution in value of the whole caused by the absence of the goodsreroved -

- or by any necessrty for replacing, them. A person entitled to reimbursement may refuse per-

mission to remove‘untrl the secured party g1ves adequate secunty for the performance of th1s
obhganon v

Hlstory 1965 ¢8Il s 336 9—314 1986c 444 S oL
336.9-315 PRIORITY WI-IEN GOODS ARE COMlVIINGLED OR PROCESSED
(1) If a secunty mterest in goods was perfected and subsequently the goods ora part
ormassif -~ Y
(a) the goods are ) manufactured processed assembled or commmgled that the1r 1den-
tity is lost in thé product or mass; or
; (b) afinancing statement covermg the original goods also covers the product into whrch
. the goods have been manufactured processed, or assembled
. ‘Ina case to whrch paragraph (b) apphes no separate secunty interest in that part of the
. original goods whrch has been manufactured processed or assembled into the product may
be clalmed under sectlon 336 9-314. .
.-(2) When under subsectlon 6} more than one secunty mterest attaches: to the product or
mass they rank equally accordrng to the ratio that the cost of the goods to wh1ch each 1nterest
originally attached bears to the cost of the total product or mass. e .

I-Ilstory ¥ 965 c81l's: 336 9-315

336 9—316 PRIORITY SUBJECT TO SUBORDINATION , i
‘Nothing i in this artlcle prevents subordmanon by agreement by any person enntled to

Hlstory I 965 c 81] s 336 9—31 6

' 336 9—317 SECURED PARTY NOT OBLIGATED ON CONTRACT OF DEBTOR -
) The tiiere existenceof a' securlty intérest or authority given tothe debtor to'dispose of or
usecollateral does not impose contract or tort 11ab111ty upon | the secured party for the debtor 'S

4actsororrus31ons ‘ e
History: 1965 ¢ 811 s 336.9-317 . P
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-336.9-318 DEFENSES AGAINST ASSIGNEE; MODIFICATION OF CONTRACT
AFTER NOTIFICATION OF ASSIGNMENT° TERM.: PROHIBITING - ASSIGN-
MENT INEFFECTIVE; IDENTIFICATION AND PROOF OF ASSIGNMENT.

) (1) Unless an account-debtor has made an enforceable agreement not to assert defenses

or clalms arising out of a sale as pr0v1ded in section. 336 9206 the rights of an ass1gnee are

subjectto . i I ey e R " ; .

(a) all the terms of the contract between the account debtor and the asmgnor and any
defense or claim arising therefrom; and .. - 10 T S

~(b) any other defense or claim of the account debtoraagarnst the ass1gnor wh1ch accrues
before the account debtor receives notification of the assignment:: .

*'(2) So far as the right to-payment o apart therecf under an: assrgned contract has not be
fully earned by performance and notw1thstand1ng notification of the assignment any modifi-
cation of or substitution for the contract made in good faith and in accordance with reason-
able commercial standards is effective. against an:assignee:unless the account debtor has
otherwise agreed but the assignee acquires corrésponding rights under the modified or sub- -
stituted:contract. The assrgnment may prov1de that such modlﬁcatlon or substitution is a

,,_breach by the assignor. , , .

- (3) The account debtor is authonzed to pay the ass1gnor unt11 the account debtor re-
ceives notification that the amount due or to become due has been assigned and that payment
is to be made to the assignee. A notification which does not reasonably identify.the rights

- assigned is ineffective. If requested by the dccount debtor, the ; assignee must seasonably fur-

nish reasonable proof that the ass1gnment has been made and unless the assrgnee does so the
‘account debtor may pay the assignor.

‘ (4) A termin any contract between an account debtor and an ass1gnor 1s meffectlve 1f it
_prohibits assignment of an account or prohibits creation of a security 1nterest in a general
‘intangible | for money due or to become due or requlres the account debtor ) consent to. such

* assignment or security 1nterest )

Hlstory 1965 4 811 5 336. 9—318 1976 c 135s 23 1986 ¢ 444

" Partd4’
FILING

336 9—401 PLACE OF FILING ERRONEOUS FILING REMOVAL OF COLLAT-
.ERAL

(1) The proper place to ﬁle 1n order to perfect a secunty mterest is as follows

“(a) When the collatéral is consumer goods, or motor vehicles which are not covered bya -
certlﬁcate of title, then in the office of the county recorder in the county of thé debtor’s resi-
dence if the debtor is an individual whois, aresident of this state but if the’ debtorisan individ-
ual who is not arésident of this state or 1s a corporatlon partnershlp or other orgamzatlon then
intl the ofﬁce of the secretary ‘of state, T

" (b) When the collateral is equlpment tobe used in farmmg operatlons or farrii products, .
or accounts or general intangibles arising from or relatrng to the sale of farm products by a
“farmer, or crops grong or to be grown, then in the office of the county recorder in the
county of the debtor’s residence if the debtor is‘an‘individual or ‘ofganization with residence
in this state, but if the debtor isnota res1dent of th1s state, then in the ofﬁce ofthe secretary ‘of
state; ‘ i
) (c) When the" collateral is timber to be cut oris nnnerals or the hke (including oil ‘and
gas) or accounts subject to subsection (5) of section336. 9-103, or when thé financing state-
mentis filed as a fixture filing (section 336. 9—313) and the collateralis goods which are or are
to become fixtures; then in the ofﬁce where a mortgage on ‘the' real estate would be ﬁled or
recorded; - ¢ ‘ - BT

(d) In all other cases, inthe office of the secretary of state. E

(2) A filing which'is tmade in good faith in an improper place or not in‘all of the places
required by this section is nevertheless effective with regard to any collateral as to which the
filing complied w1th the requrrements of this article and is also effective withregard to collat-
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eral covered by the financing statement agalnst any person who has knowledge of the con-
tents of such financing statement. - :

(3) A filing which is made in the proper place ‘in thlS state continues effectlve even
though the debtor’s residence in this state or the use of: the collateral whichever controlled
the original filing, is thereafter changed.: P v

(4) The rules stated in sectron 336. 9—103 determme whether ﬁhng is necessary in th1s
state:

5) Notwrthstandrng the precedmg subsectlons the proper ‘place to ﬁle in order to per-
fect a security interest in collateral, including fixtures, of a'transmitting utility is the office of

. the secretary of state. Such a ﬁling shall not be deemed a separate filing from the filings re-
qurred by other laws, if'applicable, set forth in subsection (3) of section 336.9-302. This fil-

-ing constitutes a fixture filing (section 336. 9—313) as.to the collateral described therern
which is or is to become fixtures.

(6) For the purposes of this section, the res1dence of an orgamzatron is 1ts place of bus1—

" ness if it has one or its-chief executive office if it has more than one place of business. .

" (7)“Motor vehicle” means any device propelled or drawn by any power other than mus-
cular power in, upon, or by which any person or property is or may be transported or drawn
upon a highway, excepting bulldrng and road constructlon equlpment and vehlcles that are-
1nventory of licensed dealers. ‘ “

Hlstory ]965 c 811 s 336 9—40] ]976c ]35 524; 1976 ¢ 181 52;1983c374s ]8
1984c6]8s46 o '

336.9—402 FORMAL REQUISITES OF FINANCING STATEMENT AMEND
'MENTS; MORTGAGE AS FINANCING STATEMENT. : :

) (l) A ﬁnancrng statement is sufficient if it gives the name of the debtor and the secured_

party, is 81gned by the debtor, gives an address of the secured party from which information
concerning the security interest may be obtained, gives a mailing address of the debtor, gives
the social security number of the debtor or, in the case of adebtor doing business other than as
an individual, the internal revenue service taxpayer identification number of the debtor, and
contains a statement indicating the types or describing the items, of collateral. A financing
statement may be filed before a security agreement is made or a security interest otherwise
attaches. When the financing statement covers crops growing or to be grown, the statement
must also cornitain.a description of the real estate concerned and the name of the record owner
thereof and the-crop years that are covered by the financing statement. When the financing
statement covers timber to be cut or covers minerals or the like (including oil and gas) or ac-
counts subject to subsection (5) of section 336.9-103, or when the financing statement is
filed as a fixture filing (section 336.9-313) and the collateral is goods which are or are to
become fixtures, the statement must also comply with subsection (3). A copy of the security
agreement is sufficient as a financing statement if it contains thé above information and is
signed by the debtor. A carbon, photographic or other reproductlon ofa secunty agreement
or a financing statement is sufficient as a financing statement if the securrty agreement so
~‘provides or if the onglnal has'been filed in this state.

(2) A financing statement which otherw1$e complles with subsectlon (l) is suffiment
whenitis signed by the secured party mstead of the debtor when i itis ﬁled to perfecta secur1ty K
interest in »

(a) collateral already sub]ect to a securrty mterest in another ]unsdrctron when it is
brought into this state; or, when the debtor’s location is changed to this state. Such a financing

- statement must state that the collateral was brought into this state or that the debtor slocation
~was changed to this state under such circumstances; or k

(b).proceeds under section 336.9-306 if the security interest in the original collateral

was perfected. Such a financing statement must describe the original collateral; or

(c) collateral as to which the filing has lapsed within one year; or

i(d) collateral acquired aftera change of name, 1dent1ty or corporate structure of the debt-
or (subsection (7)); or . , :
(e) a lien filed pursuant to chapter 5 14 or
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(f) collateral which-is subject to a‘filed Judgment Fy o
: (2a) Except for documents filed under clauses (e) and (P), the teason-for the omission of
the debtor signature must be stated on the front of the financing statement.
- (3) A form substantially as follows 1s sufﬁcrent to comply wrth subsectron (1)
Name of debtor (or assignor)

1. This ﬁnancmg statement covers the followmg types (or 1tems) of property
" (Describe) °

2. (If collateral is crops) The above descnbed crops are growmg or are to be grown on
(Describe real estate and the name of the record owner thereof) .....

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

. (Describe real estate)....t..... “eenonnn.. and thisfinancing statement is to be filed for rec-
ord in the real estate records (If the debtor does not have an 1nterest of record) The name ofa

record owneris .................

4. (If products of collateral are c‘lajmed).
'Products of the collateral are also covered.
Use whichever signature line is applicable.
Signature of debtor (or as'signor)

DA ﬁnancmg statement inay be amended by ﬁhng a wrmng srgned by both the debtor
and the secured party. If the sole purpose of the amendment is to change the name or address
of the secured party, only the secured party need sign the amendment. A writing is sufficient
if it sets forth the name and address of the debtor and secured party as those items appear on
the original financing statement or the most recently filed amendment, the file number and
date of filing of the financing statement. An-amendment does not extend the period of effec-
tiveness of a financing statement. If any amendment adds collateral, it is effective as to the
added collateral only from the filing date of the amendment. In this article, unless the context
otherwise requires, the term “ﬁnancmg statement” means the orrgmal ﬁnancmg statement
and any amendments. - . .« : o

: /(5) A financing statement covermg timber to be cut or covering minerals or the like (in-

: cludmg oiland gas) or accounts subject to subsection (5) of section 336.9-103, ora financing
staternent filed as a fixture filing (section 336.9—-313) where the debtor is not a transmitting
utility, must show that it covers this type of collateral, mustrecite that it is to be filed for rec-
ord in the real estate records, and the financing statement must contain a description of the
real estate sufficient if it were contained in'a'mortgage of the real estate to give constructive -
notice of the mortgage under the law of this state. If the debtor does not have an interest of
record in the real estate, the financing statement must show the name of a record owner. No
description of the real estate or the name of the record owner thereof is required for a fixture -
filing where the debtor is a transmitting utility. Notwithstanding the foregoing a general de-
scription of the real estate is sufficient for a fixture filing where a railroad is the record owner
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of the real estate on which the fixtures-are or are to-be located; and for the purposes of this
subsection, the requirementof a general description is satisfied if the fixture ﬁhng (1) identi-
fies the section, township . and range numbers of the county in which the land is located; (2),
identifies the quarter—quarter of the section that the land is located in; (3) indicates the name
of the record owner of the real estate; and (4) states the st:reet address of the real estate if one
exists.

(6)A mortgage is effective as a financing statement filed as a fixture filing from the date
of its recording if (a) the goods are described in the mortgage by item or type, (b) thé:goods
are or are to become fixtures related to the real estate described in the mortgage, (c) the mort-
gage complies with the requirements for a financing statement in this section other than a
recital that it is to be filed in the real estate records, and (d) the mortgage is duly recorded. No
fee with reference to the financing statement is required other than the regular recordmg and
satisfaction fees with respect to the mortgage.

(7) A financing statement sufficiently shows the name of the debtor if it gives the indi-
vidual, partnership or corporate name of the debtor, whether or not it adds other trade names
or the names of partners, and gives the social security number of the debtor or, in the case of a
debtor doing business other than as an individual, the internal revenue service taxpayer iden-
tification number of the debtor. Where the debtor so changes a personal name or in the case of
an organization its name, identity or corporate structure that a filed financing statement be-
comes seriously misleading, the filing is not effective to perfect a security interest in collater-
al acquired by the debtor more than four months after the change, unless a new appropriate

- financing statement is filed before the expiration of that time. A filed financing statement
remains effective with respect to collateral transferred by the debtor even though the secured
party knows of or consents to the transfer. .

(8) A financing statement, amendment, contmuatIon, asslgnment release, or termma—
tion substantially complymg with the requirements of this section is effective even though it
contains minor errors which are not seriously misleading. The omission or any inaccuracy in
stating the debtor’s social security or federal tax 1dent1ﬁcat10n number is not, standing alone
a seriously misleading error.

History: 1965 c 811 5 336.9-402; 1976 ¢ 135s25 1984c618s47 I985c233s8
1985 ¢ 306 s 24; 1Sp1985 c 18 s 4; 1986 c 444; I992c587art1s29

336.9-403 WHAT CONSTITUTES FILING; DURATION OF FILING; EFFECT OF
LAPSED FILING; DUTIES OF FILING OFFICER :

(1) Presentation for filing of a financing statement and tender of the filing fee or accep-
tance of the statement by the filing officer constitutes filing under this article. .

'(2) Except as provided in subsection (6) a filed financing statément is effective for a
period of five years from the date of filing. The effectiveness of a filed ﬁnancmg statement
lapses on the expiration of the five—year period unless a continuation statement is filed prior.-
to the lapse. Upon lapse the security interest becomes unperfected, unless itis perfected with-
out filing. If the security interest becomes unperfected upon lapse, it is deemed to have been
unperfected as against a person who became a purchaser or lien creditor. before lapse..

(3) A continuation statement rmay be filed by the secured party within six- months prior
to the expiration of the five—year period specified in subsection (2). Any such continuation
statement must be signed by the secured party, set forth the name, social secutity number or
other tax identification number of the debtor, and address.of the debtor and secured party as
those items appear on the original financing statement or the most recently filed amendment, -
identify the original statement by file number and filing date, and state that the original state-
ment is still effective. A continuation statement signed by .a person other than the secured
party of record must be accompanied by a separate written statement of assignment signed by
the secured party of record and complying with subsection (2) of section 336.9-405, includ-
ing payment of the required’fee. Upon timely filing of the continuation statement, the effec-
tiveness of the original statement is.continued for five years after the last date to which the :
filing was effective whereupon it lapses in the same manner as provided in subsection (2)
unless another continuation statement is filed prior to such lapse. Succeeding contiruation
statements may be filed in the same manner to continue the effectiveness of the original state- -
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ment. Unless a'statute on d1sp051t10n of pubhc records prov1des 0therw15e ‘the ﬁhng officer
may remove a lapsed ‘Statement from the files and’ destroy it 1mmed1ately if the- ofﬁcer has’
retained a copy in a format which meets archival standards, or in other cases after orie year
after the lapse. The filing officér shall-so arrange matters that if the officer: ‘physically'de-
stroys the financing statements of a period more than five years past, those‘which have been'-
. continued by a continuatiori‘statement or. which are still effect1ve under subsection: (6) shall’
be retained. fl ‘»ﬁf‘{ -

" (4) Except as provided in subsection (7) a. ﬁlmg officershall mark each statement w1th a

’ ﬁle number and with the date and hour of ﬁhng and shall hold the’ statement ora‘copyina

, format that meets archrval standards for pubhc 1nspect10n In'addition the ﬁhng officer shall
ifidex the statererits accordlng to the name of the debtor and shall note iri-the index the file
numbér, the address of the debtor g1ven in the statement ‘and the socral secunty number or
other tax* 1dent1ﬁcat10n number of* the debtor g1ve in the statement v

by

; (5) .The secretary of state shall prescrlbe umform forms for statements and samples‘

. thereof shall.be furnished to all filing officefs in the state. The uniform fee for filing and in-
dexing and for: stampmg a copy furmshed by the secured party to show the: date and place of )
filing:: . ; o LT

(a) for an ongmal ﬁnancmg statement or statement of cont1nuat10n ori a standard form
' prescnbed by the secretary of state, is $15 for up to two debtor names and $15 for each addl—f"
tional name thereafter ;'\,‘,_; et

,5! - Pl *“\,m. .
P I

-7 () for an 0r1g1nal ﬁnancmg statement or statement of: contmuatlon that is not ona stan—"
dard form prescribed by the secretary of state, is $20 for up to two: debtor names.and $20 for
eachsadditional name thereafter ’ : S g o o

(c) for an amendment on a standard form prescnbed by the secretary of state that doesf'
not add debtor names, 1s $15 . ; , )

e A
K :

(d) for an amendmenit that is hot on a standard form prescrrbed by the secretary of state .
and that does not add debtor names, is $20;" . .

(e) for an amendment on a standard form prescnbed by the secretary of state that adds ‘
more than, one debtor name 1s $15 per debtor name; and

AL

" (f) for an'amendimeiit that is ot on a standard form prescr1bed by the secretary of state ;
that adds more than' one debtor name 1s $20 per debtor name : ‘

Inno case > willa ﬁhng ofﬁcer accept more than four addltlonal pages per ﬁnancmg statementi,: '
for filing in the Uniform Commercial Code records, ... .+ .. . ‘ :

The secretary of state shall adopt rules for. ﬁlmg, amendment continuation, termina-
t10n removal and destruct10n of ﬁnancmg statements Dok

(6) If the debtor isa transmlttrng utrllty (subsectlon (5) of sect10n 336 9—401) and a ﬁled .
ﬁnancmg statement so-states, itis effective untll atermination statement is filed. A real estdte
mortgage which is effective as a fixture filing under subsection (6) of section 336. 9-402 re-,
mains effective as a fixture fllmg untll the mortgage is released or sat1sﬁed of record or its
effectiveness otherwrse terrmnates as to, the real estate

(7) When a financing statement covers ‘timber to be cut or covers mmerals or the like .
(including oil and gas)-or'accounts’subject to subsection (5) of section 336; 9-103, oris filed -

as a fixture filing, it shall be filed for record and the filing officer shall index itiunder the - = -~

names of the debtor and any owner of record shown on the financing statement in the same
fashion as if they were the mortgagors.in a: mortgage of the real estate descnbed .and, to the,
extent that the law of this state provides for indexing of mortgages under the name of the

-mortgagee, under the name of the secured party as if the secured party were the mortgagee '

. thereunder, or, for filing offices other than the secretary of state, where 1ndex1ng is by de- .

 scription in,the same fashion as if the f1nancmg statement were a mortgage of the real estate
described. T, bty Gl e e e :
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{(8) The fees provided for in this article shall supersede the fees for similar services
otherw15e prov1ded for by law except in the case of secunty mterests filedin connection with
a certrfrcate of title on a motor veh1cle ‘

1. History: 1965c8]1s3369—403 1976 ¢ 135s26 1981 c356s347 1984c6l8s -
48; 1985 ¢ 233:59; 1985 ¢ 306.5 25; 1Sp1985 ¢ 18:5.5; 1986 ¢ 444; 1989.c 335 art 1.5+ -
215;:1992 ¢ 587 art 15 30; 1993 ¢ 48 5 9; 1993 ¢ 369 5:118; 1994:c 4385 11; I995c128

: .art3s25 1997c137s15

336 9404 TERMINATION STATEMENT

A Ifa ﬁnancrng statement covering consumer goods is ﬁled on’ or after January 1 i
1977, then wrtlnn one month or within ten days following written demand by the debtor after
there is no outstanding secured obligation and no commitment to ‘make advances, incur ob-,
ligations or otherwise give value, the secured party -must file with each filing officer with
whom the financing statement was filed, a termination statement to the effect that the secured

party no loriger claims a security. interest under the financing statement. The termination
statement miust sét forth the name and address of the debtor and secured party as-those items
appearonthe original financing statement orthe most recently filed amendment; identify the.
original financing statement by file number and filing date; and be signed by the secured
party. In other cases whenever there isno outstandmg secured obligation and no commitment
to make advances, incur obligationis; or otherwise give value, the séclired party muist on writ- )
~ten demiand by the debtor sénd the debtor, for each filing officer with whom the financing
statement was filed, a termination statement to the effect that the secured party no longer
claims-a security interest under the financing statement, which, shall be identified by file
nurhber. A termination statement signed by a:person other than the secured party of record
. must be accompanied by ‘a separate written statement of assighment signed by the secured
party of record and complying with subsection (2) of section 336.9-405, including payment
of the required feé. If the affected secured party fails to file such'a tetmination statement as
required by this subsection, or to send such a termination statement within ten days after
proper demand therefor the secured party shall be liable to the debtor for $100, and in addi-
tion for any loss caused to the debtor by such failure.

(2) On being presented with such a termination statement the ﬁhng ofﬁcer must note it
- in the index. If a duplicate termination statement is provrded the filing officer shall return
:one copy of the termination statement to the secured party stamped to show the time of re-
ceipt thereof. If the filing officer has arecord of the financing statement in a format that meets

archival standards, and of any related-continuation statement, statement of assignment and

statement of release, the filing ofﬁcer may remove the originals from the files at any time

after receipt of the termination statement, 6r havmg no such record, the filing officet may

" remove them from the files at any time after one year after recerpt of the termination state-’
ment. -

(3) There shall be no fee collected for the ﬁlrng of a termmatron 1f the termination state-
ment is 1n the standard form prescribed by the secretary of state. The fee for filinga termina-
tion statément on a form that is not the standard form'’ prescribed by:the secretary of staté is $5.
If the original ﬁnancmg staterment was subject to subsection (5) of section 336. 9—402 the’ fee
prescnbed by sectlon 357.18, subdivision 1, clause (1), i also requrred :

History: 1965c81]s3369—404 1976cj35s27 1977c347s 50; 1981c356s
-348; 1984c618s49 1986c444 1993c369s 119; 1997 ¢ 137s 16 o

" 336 9—405 ASSIGNMENT OF SECURITY INTEREST DUTIES OF FILING OF- -
FICER' FEES.: e
DA ﬁnancrng Statement may dlsclose an‘assi gnment of 4 security interestin the collat-
eral described in the fmancmg statement by indication in the financing statement of the name
-and addressof the assignee or by an assignment itself or a copy thereof on the face of the -
_stateraent. On presentatron to the filing officer of such a financing statement the filing officer -
shiall rhark the same as provided in section’336.9-403, clause (4). The uniform fee for filing;:
indexifig, and furnishing filing-data for-a financing statement so mdrcatmg an’ assrgmnent o
shall be the same as the fee prescribed in sect10n 336.9—403, clause (5). ‘ ‘
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(2) A secured party of record may record an assignment.of all or .a part of the.secured
party’s rights under a financing statement. The assignment must be filed in the place where
the original financing statement was filed. The assignment must.be signed by the secured
party of record. The assignment must state: (i) the name and address of, the secured party of
record and the debtor as those items appear on the original financing, statement or the most
recently filed amendment, (ii) the file number and the date of filing of the ﬁnancmg state-
ment, (iii) the name and address of the assignee, and (iv) a description of the collateral as-
signed. A copy of the ass1gnment is sufficient if it complies with the precedmg sentence.

On presentatlon to the filing officer of such a statement, the. filing ‘officer shall mark
such separate statement with the date and hour of the filing. The filing officer shall note the
assrgnment ontheindex of the ﬁnancmg statement, or in the case 6f a fixtire ﬁlmg, orafiling
covering timber to be cut, or covering minerals or the like (1nclud1ng oil and gas) or accounts .
subject to subsectron (5) of section 336.9~103. The filing officer shall also index the assign-’
ment under the name of the assignor as grantor and, to the extent that the law of this state
provrdes for indexing the assignment of a mortgage urider thé name of the assi gnee, mdex the -
ass1gnment of the financing statement under the name of the assignee. o -

“The uniform fee for filin g, indexing, and furnishing filing data about such’a statement of
assignment shall be $15 for up to two debtor names and $15 for each additional name thereaf- :
ter if the statement i$ in the standard form prescribed by the secretary of state. If the statement

“isin a form thatis not thé standard form  prescribed by the secretary of state, the fee is $20 for’
up to two debtor iames and $20 for each additional name thereafter. In each casé where the’
original financing statement was subject to subsection (5) of section 336. 9—402 the fee pre-
‘'scribed by section 357. 18, subdrvrsron 1, clause (1), is also requrred _

Notw1thstand1ng thé prOV1s1ons of this subSeéction, ‘an ass1gnment of record of asecurity’
1nterest in a fixture contained in‘a mortgage effectiveé : as‘a fixture f111ng (subsection (6) of '

section 336.9—402) may be made only by an assignment of the mortgage n the manner pro- o

vided by the law of this state other than Laws 1976, chapter 135.° }
- (3) After the disclosure or filing of an ass1gmnent under tlus sectlon the assrgnee 1s the
secured party of record.”

‘History: 1965081]s3369—405 1976 ¢ 135 5 28; 198Ic356s349 1984c6l8s :
50; 1986 ¢ 444; 1989 ¢ 335 art 1 5 216; ]993c369s 120 ' ‘

336.9-406 RELEASE OF COLLATERAL DUTIES OF FILING OFFICER FEES
= Asecured party of record may by srgned statemenit release all or a part of any collateral
"described in a filed financing statement. The statement of release is sufficient if it contains a
description of the collateral being released, the name and address of the debtor and secured
party as those items appear on-the original financing statement or the most recently. filed
amendriiént, and identifies the original finaricing statement by file number and filing date. A
statemént of release signéd by a person other than the secured party of record must be accom-
panied by a‘separate written statement of assignment signed by the sécured party-of record -
- and comiiplying with subsection(2) of séction 336.9-405, including payment of the required -
fee. Upon being preséitted with such a statement of félease the filing officer shall mark the -
statement with the hour and date of filing. The uniform fee forfiling and noting such a state-
ment of release shall be $15 if the statement is in the standard form prescribed by the secre-
tary of state. If the statement is not on the standard form prescrlbed by the secretary of state,
the fee is $20. If the original financing statement was subject to subsection (5) of section
336.9-402, the fee prescribed by section 357. 18, subdivision'l, clause (1), is‘also required: -

" History: 1965 c 811 s 336.9-406; 1976 c135529; 1981 ¢ 356 s 350 ]984 c618s
51; 1986 c-444; 1989 ¢ 335 art 1 5 217; 1993¢'369 5 121 , :

336.9-407 INFORMATION FROM FILING OFFICER. .

(1) If the person filing any financing statement, terrmnatlon statement statement of as-.
s1gnment or statement of release, furnishes the filing officer a copy thereof; the filing officer
shall upon request note upon the copy the file number and date and hour of the ﬁhng of the
original and deliver or send the copy to siich person.’ ;

. (2y¥Uponrequest of any person, the filing officer shall conduct a search of the statewrde
computerized Uniform Commercial Code database for any active financing statements nam- .
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inga partlcular debtor The ﬁhng ofﬁcer shall report the ﬁndmgs as of the date and hour of the
search by issuing:. e

(a)a certlﬁcate listing the ﬁle number, date and hour of each ﬁlmg and the names and
addresses of each§écured party;* b

“(by photocoples of those original documents on ﬁle and located in the ofﬁce of the ﬁhn g

ofﬁcer or

" The'unifo ee for conductmg thé search and for prepanng a certificate shall be $15if
the’ request is in the standard forim prescrlbed by the secretary of state. This uniform fee shall
: mclude up to tenpho ocoples of original documents. If the request for information is made on
a‘form bther than the standard form prescribed by the secretary of state the fee shall be $20
- and shall include't up 0 ten photocoples of original documents.” "~ " |
Another fee, at the same rate, shall also be charged for conductmg a search and prepar-

1ng ‘a certificate showmg federal and state tax hens on ﬁle with the ﬁhng ofﬁcer naming a

particular debtor. ) o
There shall be an add1t1ona1 fee of $1 per page fora photocopy of each ﬁnancmg state-'
ment or tax hen prepared in excess of the ﬁrst ten

B

v1ded with photocop1es of the data upon payment of n no more than the actual cost of makmg‘,

the copies.

Notw1thstandrng sectron 13 49 a: ﬁlmg ofﬁcer may mclude s001a1 securlty number in-;

formation in a report of the findmgs followmg a search of the statew1de computerized Uni-

form’ Commerc1al Code database or the state and federal tax liens on file with the filing offi- .

Cer. A filing officer i may also mclude social security number information on a photocopy of

- anoriginal document on file whether prov1ded in response to a request for 1nformat10n or 1n_‘

response to a request made pursuant to section 13 03.

Hlstory 1965 ¢ 811 s 336. 9—407 1976 ¢ 135 5 30; 1981 ¢ 356s 351; 1985 c 281 s

4; 1986, c 444; 1987 ¢ 356 5 1, 1988c589s1 1989 ¢ 335 art15218; 1993c369s122
1994 ¢ 438's 12; 1995 ¢ 259 art 1 § 50 ' .

336. 9—408 MS 1974 [Repealed 1976 c 135 s 38]

,,, .

336. 9—408 FINANCING STATEMENTS COVERING CONSIGNED OR LEASED‘

GOODS.

A consignor or lessor of goods may ﬁle a fmancmg statement usmg the terms * consrgn— »

or,” “consignee,”.*lessor,” “lessee”or, the like instead of the terms_ specified in section

336.9-402. The provisions of this part shall apply as appropriate to such a financing state- .

mentbut its filing shall not of itself be a factor in determining whether.or not the consignment .

or lease is intended as security (section 336.1-201, clause (37)). However, if it is determined
for other reasons that the consignment or lease is so intended, a security interest of the con-
signor or lessor which.attaches to, the cons1gned or leased goods is perfected by such ﬁhng

Hlstory 1976 c 135 s 315

336. 9—410 DESTRUCTION OF OLD RECORDS ,

Unless a filing officer has notice of an action pendmg relat1ve thereto the filing ofﬁcer
may remove from the files and.destroy et : e

:(a)alapsed fmancmg statement, a lapsed continuation statement a statement of aSSIgn—

e

ment or release relating to either, and any index of any of them, one year or more after: lapse;.

and

(b) a termination statement and the index on wh1ch 1t is noted three years ‘ot more after-

the ﬁhng of the termination statement.:
Hlstory 1 976 ¢'135's 32;-1986 c 444

336 9-411 CONIPUTERIZED FILING SYSTEM ¢ ; ‘
(a) The secretary of state shall develop and implement.a statewide computenzed ﬁhng

3

system to. accumulate and- disseminate informatior relative to-lien. statements; financing
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statements, state and federal tax lien notices; and other Uniform Commercial Code docu-
ments. The computerized filing system must allow information to be entered and retrieved
fromthe. computerized filing system by county recorders, the department of revenue, the de-.
partment of economic security, and the Internal Revenue Service.

(b) County recorders shall enter irifformation relative to lién statements, fmancmg state-
ments, state and federal tax lien notices, and other Uniform Commercial Code documents
filed in their offices into a central database maintained by the secretary of state. The iriforma-
tion must be entered under the rules of the secretary of state This requirement does not apply
to tax lien notices filed under sections 268.058, subdivision 1, paragraph (b), clause (2);
270.69, subdivision 2, paragraph (b), clause (2); and 272.488, subdivision 1, but does apply
to entry of the date and time of receipt and county recorder s file number of those notices. -

‘(c)The secretary of state may allow pnvate parties to have electronlc—vrew~only access
fothe. computerized filing system and to other computerized récords maintained by the secre-
tary of state on a fee basis, except that visual access to electronic display terminals at the pub-
lic counters at the secretary of state’s office will bé without charge and available during pub—
lic counter hours. If the computerized filing system allows a form of electronic access to in-
formation regarding the obligations‘of débtors, the access must be avarlable 24 hours a day,
every day of the year.

N 0tw1thstand1ng section 13. 49 pnvate partles who have electronrc—v1ew—only access
to computerlzed records may view the social security number information about adebtor that
is of record. :

(d The secretary of state shall adopt rules to unplement the computenzed ﬁhng system
The rules must: :

(1) allow filings to be made at the offices of all county recorders and the secretary of
state’s office as requlred by section 336.9-401;  + * "'~ :

(2) establish a central database for all information relating g to liens and security 1nterests
that are ﬁled at the offices of county recorders and the secretary of state; ;

7(3) prov1de procedures for entering data into a central database

" (4)yallow the offices of all county recorders and the secretary of state’s office to add,-
modify, and delete 1nf0rmat1on in the central database as requ1red by the Umform Commier-
cial Code;- : . ‘

(5) allow the offices of all county recorders and the secretary of state’s ofﬁce to have o
access to the central database.for review and search capabilities;

(6) allow the offices of all county recorders to have electronic—view—only access to the
computerlzed business information records on file w1th the secretary of state;

(7) require the secretary of state t6 malnta1n the Central database

(8) provide security and protection of all 1nformat10n in the central database and moni-
tor the central database to-ensure that unauthorized entry is not allowed;

(¥ requrre standardized information for entry into the central database; -

‘ (10) prescrlbe an 1dent1ﬁcat10n procedure for debtors and secured partles that will en”
hance hen and financing statement searches and

(1T) prescribe a procedure for phasmg—m or convertmg from the ex1stmg filing system
to a compitterized filing system. ; B ,

(e) The secretary of state, county recorders, and their employees and agents shallnotbe
liable for any loss or damages arising from errors ifror omissions from information entered
into the computerized filing system as a result of the electronic transmission of tax lien no-'
tices‘under sections 268.058, subdivision 1, paragraph (b), clause (2); 270.69, subdlvrsron 2 ‘
paragraph (b) clause (2); 272 483; and 272 488 subd1v1s1ons 1 and 3.

Hlstory I987c356s2 1988c589s2 1991 c 267 s I 1991 ¢ 291 art 18s 1i;
1994 c4835s1;1995c259art1s51; 1996 ¢ 305 art 2 s 59; 1997 ¢ 66 s 79 :
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336.9-412 LIABILITY:FOR INFORMATION ERRORS: : : :

. The state, the secretary of state, counties, county recorders, and their employees and
agents are immune from liability. that occurs as a result of errors:in or omissions from in-
formation provided from the computenzed filing system Co e St

< History: 1987 ¢ 356 s 3

336. 9—413 UNIFORM COMMERCIAL CODE ACCOUNT

(a) The Uniform Commerc1a1 Code accountis estabhshed as an account in the state trea-
sury.

(b) The filing offlcer w1th whom a fmancmg statement amendment assi gnment ‘state-
~ ment of release, or continuation statement is filed, or to' whom a request for search is made, -

shall collect the filing fee and forward $5 of that fee as a surcharge on each filing or search.
Surcharge amounts shall be collected quarterly, by the secretary of state from each county*
recorder. The secretary of state shall send each county recorder an invoice at the end of each
fiscal quarter and each county recorder shall forward payment to thé secretary-of state within-
30 days of the date of the invoice. The surcharge does not apply to a search request made bya
natural person who is the sub]ect of the data to be searched except when a certificate is re-.
quested as a part of the search.

(c) The surcharge amounts received from county recorders and the surcharge amounts
collected by the secretary of state s, ofﬁce mustbe deposrted in the state treasury and credrted )
to the general fund. ’

(d) Fees that are not expressly set by statute but are charged by the secretary of state to -
offset the costs of providing aservice under sections 336.9-411 to 336.9—413 must be depos-
ited in the state treasury and credited to the Uniform Commercial Code account. -

_(e) Fees that are not expressly set by statute but are charged by the secretary of state to
offset the costs of providing information contained in the computerized records maintained
by the secretary of state must be depos1ted in the state treasury and cred1ted to the Umform
Commercial Code dccount.

(f) Money in the Uniform Commercial Code account is contlnuously approprlated to”
the secretary of state to-implement and maintain the computerized Uniform Commercial
Code filing system under section 336.9-411 and to provide electromc—vrew—onlytaccess to
other ‘computerized records mamtamed by the secretary of state.-

; History: 1987 ¢ 356 s 4; 1988 ¢ 589 s 3; I989c335art1s219 art4s81 199lc -
‘233s99 1992 ¢ 525 5,1; 1993 ¢ 369 5 123; 1994 c438s13 o

- Part 5
DEFAULT

336.9-501 DEFAULT PROCEDURE WHEN SECURITY AGREEMENT COVERS
BOTH REAL AND PERSONAL PROPERTY.

(1) When a debtot is in default under a security agreement, a secured party | has the nghts
and remedies provided in this part and except as limited by subsection (3) those'provided in
the security agreement. The secured party may reduce a.claim to judgment, foreclose, or
otherwise enforce the security interest by any avallable _]lldlClal procedure. If the collateral is
documents the secured party may proceed either as'to the documents or as to the goods cov-
ered thereby. A secured party in possession has the nghts remeédies, and duties provided in
section 336.9-207. The rights and remedies referred to in this subsection are cumulative.

(2) After default, the debtor has the rights and remedies provided in this part, those pro-.
vided in the security agreement, and those provided in section 336.9-207.

(3) To the extent that they give rights to the debtor and impose. duties on the secured
party, the rules stated in the subsections referred to below may not be waived or varied except
as provided with respect to compulsory d1spos1t10n of collateral (subsection (3) of section,
336.9-504 and section 336.9-505) and with-respect to redemption of collateral (section ,
336.9-506) but the parties may by agreement determine the standards by which the fulfill-
ment of these rights and duties is to-be measured if such standards are not mamfestly unrea-

.sonable: ; .

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



Ml NNESOTA STATUTES 1998 -

583 7 : UNIFORM COMMERCIAL CODE 336.9:501"

“ (a) Subsection (2) of séction 336 9-502 and subseétion (2) of sectron 336 9—504 1nsofar .
as they require accountlng for surplus proceeds of collateral o

(b) Subsection (3) of section 336: 9—~504 and subsection’ 1y of sectlon 336. 9—505 wh1ch
deal with disposition of collateral;

(c) Subsection (2) of sectron 336. 9—505 whrch deals w1th acceptance of collateral as
dlscharge of oblrgatron '

) Sectlon 336.9-506 Wthh deals w1th redemptlon ‘of collateral and

_ (e) Subsection (1) of section 336 9—507 Wthl’l deals w1th the secured party 8 l1ab 1ty '
for failure to comply w1th thls part. - '

“@ If the security agreement covers both real ”d personal property, the secured party
may ‘proceed urider this part as to the personal property or may proceed asto both the real and
the personal property inaccordance with the secured party’s rights and remedies in respect of "
. the real property.in which casé thé provrslons'of this part donotapply. .

- (5) Whena. secured party has reduced a arm to ]udgment the lien of any levy wh1ch
may be made upon’ collateral by virtue of any executlonbased upon the judgment shall relate -
back to the date.of the perfecnon of the securlty interest in such collateral. A judicial sale, ,
_ pursuant to such execution, is a foreclosure of the securlty interest by judicial procedure
within the meaning of this section, and the secured party may purchase at the sale and thereaf-
ter hold the collateral. free of any other requirements of this article."

(6) A person may not begin to enforce a security interest in collateral that is agncultural -
property subject to' séctions'583.20 to 583.32 that has secured a debt of more than $5,000- .
unless: a mediation notice under subsection (7) is served on the debtor after a condition of:
~ default has occuired in‘ thé security ‘agreement and a copy served on the-director; and the

debtor and-¢réditor have completed mediation’ under sectlons 583 20 to 583. 32 or as’ other-
wise allowed under sections 583.20 to583.32.- - et :

(7) A mediation notrce under subsectron (6) must contam the followmg not1ce w1th the
blanks properly filled in. - 2 , : AT

" 4TO: . (NameofDebtor) L e D

YOU HAVE DEFAULTED ON THE (Debt in Default) SECURED BY AGRI-X
CULTURAL PROPERTY DESCRIBED AS .. (Reasonable Descnptmn of Agricultural -
Property Collateral)....

" AS A SECURED PARTY, ....(Name of Secured Party) . INTENDS TO-ENFORCE"
THE SECURITY AGREEMENT AGAINST THE AGRICULTURAL PROPERTY DE-
SCRIBED ABOVE BY- REPOSSESSING, FORECLOSING ON ‘OR :OBTAINING A
COURT JUDGMENT AGAINST THE PROPERTY." : e

YOU HAVE THE RIGHT TO HAVE THE DEBT REVIEWED FOR MEDIA’IION IF
YOU REQUEST MEDIATION, A DEBT THAT IS IN DEFAULT WILL BE MEDIATED
ONLY ONCE: IF YOU DO:NOT REQUEST MEDIATION, THIS DEBT-WILL.NOT BE
SUBJECT TO FUTURE MEDIATION IF THZE SECURED PARTY ENFORCES THE

- DEBT.

"IF YOU, PARTICIPATE IN MEDIATION “THE DIRECTOR OF THE AGRICUL-
TURAL EXTENSION SERVICE WILL PROVIDE AN ORIENTATION MEETING AND
‘A FINANCIAL -ANALYST - TO HELP Y.OU TO PREPARE FINANCIAL INFORMA-
TION. IF. YOU,DECIDE TO PARTICIPATE IN- MEDIATION, IT WILL BE TO YOUR
. ADVANTAGE, TO ASSEMBLE YOUR FARM, FINANCE AND OPERATION REC-.

ORDS AND TO CONTACT A COUNTY. EXTENSION OFFICE AS SOON AS POS-
SIBLE. MEDIATION WILL ATTEMPT TO ARRIVE AT AN AGREEMENT FOR HAN-,
" DLING FUTURE FINANCIAL RELATIONS. . ,
" TOMAVE THE DEBT REVIEWED FOR MEDIATION YOU MUST FILE A MEDL-

ATION REQUEST WITH THE DIRECTOR. WITHIN 14 DAYS AFTER 'YOU RECEIVE: - -

THIS NOTICE. THE MEDIATION. REQUEST .FORM IS’ AVAILABLE AT ANY.
COUNTY RECORDER’S OR COUNTY EXTENSION OFFICE o e

- FROM: ....(Name and Address of Secured Party)

- History: 1965c811s3369—50] I976c 135s33 1977c347s49 I986c398 art
; Is] 1986°c 444; 1987.c 2925 2: - C SR , :
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. NOTE: This section, as amended by Laws 1986, chapter 398, article 1, sectronl isrepealed July 1, 1999. Laws 1986, chap-
ter 398 article 1, section 18, as amended by Laws 1987, chapter292 section 37; Laws 1989, chapter350 article 16, section 8; Laws
. 1990, chapter 525, section 1; Laws 1991, chapter 208, section 2; Laws 1993, First-Special Session chapter 2, articlé 6, section 2;
Laws 1995; chapter 212, article2, section 11; 1997 c 183 art 35 29; Laws 1998, chapter 395, section 7; and Laws 1998, chapter402
section 6. . .

336.9-502 COLLECTION RIGHTS OF SECURED PARTY.

(1) When so agreed and in any event on default the secured party is entitled to notify an
account debtor or the obligor on an instrament to make payment to the secured party whether
or not the assignor was theretofore making collections on the collateral, and also to take con-
trol of any proceeds to which the secured party is entitled under section 336.9-306.

" (2) A secured party who by agreement is éntitled to charge back uncollected collateral -
or otherw1se to full or limited recourse agamst the debtor and who undertakes to collect from
. thé account debtors or obligors must proceed ina commercrally reasonable manner and may
" deduct reasonable expenses of realization from the collections. If the security agreement se-
ciirés an indebtedness, the secured party must account to the debtor for any surplus, and, un-
less otherwise agreed, the debtor is liable forany deficiency. But, if the underlying transac-'
tiori was a sale of accounts or chattel paper, the debtor is entitled to any surplus oris lrable for
any deficiency only if the secunty agreement so provides. -

Hlstory 1965 ¢ 811 s 336. 9-502;1976 ¢ 135 s 34; 1986 c 444

336 9—503 SECURED PARTY’S RIGHT TO TAKE POSSESSION AFTER DE-
FAULT.

Unless otherwise agreed a secured party has on default the nght to take possessionof the
collateral In taking possession a secured party.may proceed without judicial process if this
can be done without breach of the peace or may proceed by action. If the security agreement
so provides the secured party may require the debtor to assemble the collateral and make it
available to the secured party ata placeto be designated by the secured party wh1ch isreason-

~ably convenient to both parties. Without removal a secured party may render equipment un-
-usable, and may dispose of collateral on the debtor ] prennses under SCCthIl 336.9-504.

History: 1965 ¢ 811 s 336.9-503

'336. 9—504 SECURED PARTY’S RIGHT TO DISPOSE OF COLLATERAL AFTER
DEFAULT‘ EFFECT OF DISPOSITION. .

(1) A'secured party after default may sell, leas¢, or otherw1se d1spose of any or all of the

- collateral in its then condition or following any commercially reasonable preparation or

“processing. Any sale of goods is subject to the article on sales (artlcle 2) The proceeds of
disposition shall be applied in the order followmg to
(a) the reasonable expenses of retaking, holding, prepanng for sale or lease, selhng, '
leasing and the like, and, to the extent provided for in the agreement:and not; ;prohibited by
law, the reasonable attorneys’ fees and legal expenses incurred by the secured party;
(b) the satisfaction of indebtedness secured by the securlty 1nterest under which the dis-
pos1t10n is made; - S
(c) the satlsfactlon of indebtedness secured by any subordinate securlty 1nterest in the
collateral if writfen notification of demand therefor is received before distribution of the pro-'
ceeds is completed. If requesteéd by the secured party, the holder of a subordinate’security’
interest must seasonably furnish reasonable proof of the holder’s interest, and unless the”
holder does so, the secured party need not comply with the demand. :
(2)Ifthe security interest secures an indebtedness, the secured party must accounttothé"
debtor for any surplus, and, unless ‘otherwise agreed the debtor 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 1s ‘liable for any deﬁcrency only if the secunty agreement
. so provides.,

(3) Disposition of the collateral may’ be by public or pnvate proceedings and may be
made by way of one or more contracts. Sale or other disposition may be as a unitor in parcels
and at any time and place and on any terms but every aspect of the disposition including the
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method, manner, time, place and terms miist be commiercially reasonable. Unless collateral
is-périshable or threatens to'decline speedily.in value or is ofa type customarily sold on a
recognized market, reasonable notification of the time and place of any public sale or reason-
able notification of the time after which any private sale or other intended disposition is to be
made shall be sent by the secured party to the debtor, if the debtor has not signed after default
a statement renouncing or modifying the right to notification of sale. In:the case of consumer
goods no other notification need be sent. In other cases notification shall be sentto anyother
secured party from whom the secured party has recelved (before sendlng notlﬁcatlon to the

,,,,,

the, collateral The secured party may buy at any pub11c sale and if the collateral is of a type
customarrly sold in a recognrzed marketoris of a type which is the Sllb_]CCt of widely d1str1b—"
uted standard price quotatlons the’ secured party may. buy at pr1vate sale.

@ When collateral is drsposed of by a secured party after default the d1spos1tron trans-‘
’ fers toa purchaser for value all of the debtor’s rights therein, dlscharges the security interest
under which it is made and any securlty interest or lien subordinate thereto. The purchaser”
takes free of all such rights and interests even though the secured party fails to. comply with
the requlrements of this part or of any _]lldlCIaI proceedlngs o

(a) in the case of a pubhc sale, if: the purchaser has no knowledge of any defects in the
sale and if the purchaser does not buy in collus1on with the secured party, other bidders, or the
pe_rson conductlng the sale or ...,

-.(b)in any other case, if the purchaser acts m good falth , .

(5) A personwho is liable to a secured party under:a guaranty, endorsement repurchase
agreement, or.the like:and who receives a transfer.of collateral from the secured party-or is
subrogated to the secured party’s rights has thereafter the rights and duties:of the secured
party. Sucha transfer of collateral is' not a sale or d1sp0s1t10n of the collateral under thls Aar-:
ticle. i T ‘ e

‘History: 19650811 5 336.9-504; 1976c 135s35 19860444 TR

Lt

I

336.9-505 COMPULSORY DISPOSITION OF COLLATERAL ACCEPTANCE
OF THE COLLATERAL AS DISCHARGE OF OBLIGATION.

(1) If the débtor has paid 60 percént of the cash price in the case of a purchasé-money
secur1ty interest in consumer goods or 60 percent of the loan in the:case of another security
interest in consumer-goods, and has not signed after defaulta statement renounclng or modi-
fying the debtoi’s i ights under this part a secured party whohas taken possession of collateral.
must dispose of it under section 336.9- 504 and if the secured party fails to do so,within 90
days after, takmg possession the debtor.either may recover in conversion or. unden section
336.9-507(1).on secured party’s liability: I T 2

(2) In any other'case involving consumer goods or any other collateral a secured party in:
possession may, after default; propose to retain the collateral in satisfaction of the obligation.
Written notice of such proposal shall be sent to the.debtor if the debtor has not signed after.
default a statement renouncing or- modifying the debtor’s rights under this:subsection. In the -
case of consumer goods no other notice need:be given: In other cases notice:shall:be serit to:
any other secured party from whom the secured party has received (before sending notice to
the debtor or before the debtor’s renunciation 6f rights) written notice of a claim of an interest
in the collateral. If the secured party receives objection in writing from a person entitled to
receive notification within 21 days‘after the:notice was sent, the:sécured party must dispose
of the collateral under section 336.9-504. In the absence of such written objection the se-
cured party may retain the collateral in satisfaction of the debtor’s obligation.: %+~ .-

History: 1965 ¢ 811 s 336 9—505 1976 ¢ 135 s 36 1986 c 444

i cotoehe

336.9-506 DEBTOR’S RIGHT TO REDEEM COLLATERAL o,
.{At any time before the sécured party has disposed of collateral or entered into a contract:
“for its disposition-under section 336.9-504 or before-the obligation has’béen.discharged un-
der section:336.9505(2) the debtor or any other secured party may unless otherwise agreed
in writing after default redeem the collateral by téndering fulfillment of all obligations se- -
cured by the:collateral 48 well as the expenses reasonably incurred by thesécured party in
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retaking, holding and preparing the collateral for disposition, in arranging for the sale;and, to
the extent provided in the agreement and not prohlblted by law, reasonable attomeys fees

and legal expenses. .‘ i
' History: 1965 ¢ 811 5 336. 9-506; 1986 c444.

336.9-507 SECURED PARTY’S LIABILITY FOR: FAILURE TO COMPLY WITH
THIS PART. o

(1) If it is established that the secured party is not proceeding in accordance with the
provisions of this part dlsposmon may be ‘6rdered or restramed on appropriate terms and
conditions. If the disposition has occurred the debtor or any person entitled to notification or
whose security interest has been made known to the secured party prior to the dlsposmon has
+ arighttorecover from the secured party any loss caused by a failure to comply with the prov1-
sions of this part. If the collateral is consumer goods, the debtor has aright to recoverinany
- event an amount not less than the credit service charge plus'ten‘percent of the pr1n01pa1‘
amount of the debt or the time price differential plus ten percent of the cash price. ;

(2) Thefactthata better price could have been obtained by a sale at a different time orin
adifferent method from that selected by the secured party is not of itself sufficient to establish
that the sale was not miade in a commer01ally reasonable mannet. If the secured party either
sells the collateral in the usual manner in any recognizéd imarket thefefor or if the secured
party sells at the price current in such market at the time of the séle or if the secured party has’
otherwise sold in conformity with:reasonable commercial practices among dealers in the
type of property sold the sale has been made in a commercially reasonable manner. The prin-
ciples:stated in.the two preceding sentences with respect to sales:also apply as may be ap-
propriate to other types of disposition. A disposition which has been approved in any judicial
proceeding or by any bona fide creditors’ committee or representativeof ¢reditors shall con-
clusively be deemed to be commercially reasonable, but this sentence does not indicate that
any such approval must be obtained in any case nor does it indicate that any, dlsposmon not so
approved is not commercially reasonable.

History: 1965 ¢ 811's 336.9-507; ]986c444 x

336 9-508 RECORDING PROCEEDINGS OF SALE: OF COLLATERAL

" Any secured party désiring to perpetuate the evidence of any sale made underthe terms
of any sécurity agreement may within ten days aftef such a sale file in the appropriate office
for the filing of a financing statement covering the ‘g6ods sold a réport of the proceedings of
thie sale, specifying the property sold and that returned, if any, the amountreceived, the name
of the purchaser, an itemized statement of all costs ‘and-€xpenses, the amount applied on the
obligation secured, and the amount, if any, returned to the debtor. The report shall be made by
the person conducting the sale and verified or, if the person:conducting the sale be an officer,
certified by that person. An affidavit or officer’s certificate of the service or posting of notice:
of the sale, executed by the person who served or posted the notice of sale, may be filed with
thé report of the proceedings of the sale. When such areport; affidavit, or certlﬁcate has been
filed; it is-prima facie: ev1dence of the facts therein stated

Hlstory 1965 ¢ 8]1 s 336. 9 508 1986 ¢ 444

- Article 10 o
: EFFECTIVE DATE AND REPEALER

“

i

336. 10—101 [Explred]

336.10-102 LAWS REPEALED; PROVISION FOR TRANSITION.

(1) Minnesota Statutes 1961, Sections 48.29;48.515;48.518;227.01 to 227.49;227.56 .
t0:227.59; 228.011t0.228.44; 228.52t0 228.55; 300.56; 302.01 to 302.22; 334.08; 334.09;
334.12;335.01 t0.335.03;335.035 t0 335.275; 335.276, as amended by L.aws. 1963, Chapter -
301, Section 1; 335.28 to 335.80; 359.09;-359:10; 511.01 to 511.05; 511.06,:as amended by
Laws 1963, Chapter 173, Section 1; 511.07 to 511.32; 512.01-t0.512.79; 513.12 t0 513.19;
514.80 to 514.86;.514.87, as amended by Laws 1963, Chapter 59, Section .1;-514.88 to

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

587 UNIFORM-T'COMMERCIAU:-'CODE 336.11-103

514.91:520.04t0'520.06; 52101 to 521.07::522.01 t0 522.18; 601 .02; and 601. 03 -are re—
. pealed. . .

(2) Transactions validly entered -into before the effective date spe01ﬁed in section
336.10-105 and the rights, dutiés, and interests flowing from them remain valid thereafter

‘and'may be terminated, completed; consummated, ot enforced asrequired or permitted:by -

' any statute or other law repealed by this chapter as though such repeal had not occurred 3
Hlstory 1965 ¢ 811 s 336.10-102 ‘ v : :

336.10-103 GENERAL REPEALER
“Except as provided'ih the following: sectlon all laws and parts of laws 1ncon51stent with.*
th1s chapter are hereby repealed. SRR T

Hlstory 1965 < 811 s 336 10—103

Ry

336.10-104 LAWS'NOT REPEALED

The article on documents of titlé (article 7) does not repeal or modlfy any laws prescrib-
ing the form or contents of documents of title or the services or facilities to be afforded by -
bailees; or otherwise regulating bailees’ businesses in respects not specifically dealt with
herein; but the fact that such laws are violated does not affect the status of a document of title
Wthh otherwise complies with:the definition of a document of title (sectlon 336. 1~201)

Hlstory 1965 ¢ 811 s 336 10—104 1995 c ]94 art3 s5

336. 10-105 EFFECTIVE DATE. © ‘ S
, Except as otherwise prov1ded for in section 336.10-101, this chapter shiall become ef-
- fective July 1, 1966 It apphes to transactlons entered’ 1nto and occumng on and after that
date o

Hlstory 1965 c 811 s 336 10—105 . v
CARRTL o
EFFECTIVE DATE R N A
336 11-101 EFFECTIVE DATE. CoREE TR >
“Laws 1976, Chapter 135 shall become effectlve at 12 01 a. m on January 1 1977

Hlstory 1976c135s37 Ce

336 11—102 PRESERVATION OF OLD TRANSACTION PROVISION

'Ilhe provisions of section 336.10-102 shall contmue to: apply to, chapter 336 asf
amended by Laws 1976, Chapter 135 and for this purpose anesota Statutes 1971, Chapter.
336 and its amendments by Laws 1976, Chapter 135 shall be cons1dered one continuous stat- -
ute - T . -

Hlstory ]976 c 135 537

336 11—103 TRANSITION TO. AMENDED UNIFORM COMMERCIAL CODE o
‘GENERAL RULE.

- Transactions validly entered 1nto after June 30 1966 and before January 1, 1977 and
which were subject to the provisions: of Minnesota Statutes 1971, Chapter 336, and which.
would besubject to chapter 336 as amended if they had been entered into after December 31;.
1976 and the rights; duties-and interests ﬂowmg from suchtransactions remain valid after the
latter date and may be terminated, completed, consummated or,enforced as requlred or per-
mitted by,chapter 336 as amended by Laws 1976, Chapter 135, Secunty interests arising out
of such transactions which are perfected before January 1, 1977 ‘shall remain perfected until
they: lapse as provided in chapter 336, as amended by Laws 1976, Chapter 135, and may be
continued as permitted by, chapter, 336 as amended by Laws 1976 Chapter 135 except as.
stated in section 336.11-105. cr e . -

“History: 1976¢ 135537 - .

Copyright © 1998 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 1998

336.11-104 UNIFORM COMMERCIAL CODE 588"

*.336.11-104 'TRANSITION PROVISION ON:. CHANGE OF REQUIREMENT OF
FILING.

~ A security interest-for the iperfection of which filing or the taking of possess10n was re-
qu1red under Minnesota Statutes-197 1, Chapter 336, and which attached prior to January. 15
- 1977 but was not perfected shall be deemed perfected on January. 1, 1977.if chapter 336, as
-~ amiended by Laws 1976, Chapter 135, permits perfection without: ﬁlmg or, authonzes filingin
the office or offices where a prior ineffective filing.was made. . o
History: 1976 ¢ 135 s 37

by

-336.11-105- TRANSITION PROVISION;:ON CHANGE OF PLACE OF FILING.

(1) A financing statement or continuation statement filed prior to January 1, 1977 which
shall not have lapsed prior to January 1, 1977 shall remain effective for the period provided in
Minnesota Statutes 1971, Chapter 336, but not less than five years after the filing.

(2) With respect to any collateral acquired by the debtor.subsequent to December 31,
1976; any effective financing statement or continuation statement described in this section
shall apply only if the filing or filings are in the office or.offices,that would be appropriate to
perfect the security interests in the new collateral under chapter 336.as amended by Laws:
1976, Chapter 135. A :

'(3)The effectlveness of any ﬁnancmg statement or. cont1nuat10n statement ﬁled pr10r to
J anuary 1, 1977 may be continued by a continuation statement as permitted by chapter 336 as
amended by Laws 1976, Chapter 135, except that if chapter 336, as amended by Laws 1976,
Chapter 135 requires a filing in an office where there wasno previous, ﬁnancmg statement, a
new ﬁnancmg statement conforrmng to section 336 11106 shall be.filed in that office.

. @ If the record of a mortgage of real estate. would have been effectlve as a fixture ﬁlmg:
of goods described'therein if chapter 336 as amended by Laws 1976, Chapter 135 had been in
effect on the date of recording the mortgage, the mortgage shall be deemed effective as a fix-
ture filing as to such goods under subsection (6) of section 336.9-402 of chaptef 336-as
amended by Laws 1976, Chapter 135 on January 1 1977

History: 1976 ¢ 135 s 37

336.11-106 REQUIRED REFILINGS. 5

(1) If a security interest is perfected or has prlonty when Laws 1976 Chapter 135 takes
effect as to all persons or as to certain persons without any filing or recordlng, and if the filing
of afinancing statement would be required for the perfection or priofity of the s€curity inter-
estagainst those persons under chapter 336, as amended by Laws 1976, Chapter 135, the per-
fection and priority rights of the security interést continue untilJ anuary 1,1979. The perfec-:
tion'will then lapsé unléss a ﬁnanclng statement is filed as pr0v1ded in subsectlon (4) or un-
less the secunty 1nterest is perfected otheérwise than by filing. - .

" (2) If a security intefest is perfected whén chapter 336, as’ ‘4mended by Laws 1976’
Chapter 135 takes effect under a law other than chapter 336 which requires no further filing;’
réfiling or recording to continue its perfectlon perfection continues until and will lapse Janu-

ary 1, 1980, unless a financing statement is filed as provided in subsection (4) or unless the
-security interest is perfected othérwisé than by’ ﬁhng, ot unlessunder subsectlon (3)of sec—"
tion 336.9-302 the other law continues to govern filing. Poord o

* (3) If a security intérestiis perfécted by-a filing, refiling-or recording under a‘law re-
pealed by'Laws 1976, Chapter 135 whichrrequired further filing, refiling or recording to'con-
tinue its perfection, perfection continues and will lapsé on the date-provided by’the law so
repealed for such further filing; refiling or recordmg unless-a financing statémentiis filed as
pr0v1ded in‘siibsection (4) orufiles$ the security interestis perfected otherwise than by ﬁhng

(4) A'financing statement may bé filed within‘six months before thé perfection of a se-
curity interest would otherw13e lapse. Any such' ﬁnancmg statement may be signed by éither
the debtor or the secired: party Tt must identify the sectrity agfeement, Statement or hotice
(however denominated in anystatiite or other law repealed or’ ‘modified by Laws 1976, ‘Chap-
ter 135), state the office where and the date when the last filing; reﬁllng or recording, if any,
was made with respect thereto, and the filing number, if any, or'book and page, if any, of re-
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cording and further state that the security agreement, statement or notlce however denomi—' :
nated, in another filing office under chapter 336 or under any statute or other law repealed or
modified by Laws 1976, Chapter 135 is still effective. Section 336. 9401 and section
- 336.9-103 détérinine the proper place to file such afinancing statement. Except as specified

o _-in this subsectlon, the prov1810ns of sectlon 336. 9—403(3) for contmuatron statements apply

to such a ﬁnancmg statement
Hlstory 1976 c135537.

' 336 11—107 TRANSITION PROVISIONS AS TO PRIORITIES
" Excéptas otherwise provrded in artwle XI, Minnesota Statutes 1971 Chapter 336 shall

" - apply to'any questlons of priority if the positions of the parties were fixed prior to January 1,

1977.Tn’ other cases questions of pnonty shall be deterrmned by chapter 336as amended by
Laws 1976 'Chapter 135. . . ;

Hlstory 1976135537

336 11—108 PRESUMPTION THAT RULE OF LAW CONTINUES UNCHANGED.

Unless a change in law has clearly. been made, the provisions of chapter 336, as
.+ amended shall be deemed declaratory of the meanmg of Minnesota.Statutes 1971, Chapter
e Hlstory 1976c135s37 P
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