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§ 9-102. Policy and Subject Matter of Article.

(1) Except as otherwise provided in Section 9-104 on excluded transactions, this Article

applies

e (a) to any transaction (regardless of its form) which is intended to create a security interest
in personal property or fixtures including goods, documents, instruments, general
intangibles, chattel paper or accounts; and also

e (b) to any sale of accounts or chattel paper.

(2) This Article applies to security interests created by contract including pledge,
assignment, chattel mortgage, chattel trust, trust deed, factor's lien, equipment trust,
conditional sale, trust receipt, other lien or title retention contract and lease or
consignment intended as security. This Article does not apply to statutory liens except as

provided in Section 9-310.

! http://www.law.cornell.edu/ucc/9/overview.html
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(3) The application of this Article to a security interest in a secured obligation is not

affected by the fact that the obligation is itself secured by a transaction or interest to which

this Article does not apply.

Note: The adoption of this Article should be accompanied by the repeal of existing statutes
dealing with conditional sales, trust receipts, factor's liens where the factor is given a non-
possessory lien, chattel mortgages, crop mortgages, mortgages on railroad equipment,
assignment of accounts and generally statutes regulating security interests in personal
property.

Where the state has a retail installment selling act or small loan act, that legislation should be
carefully examined to determine what changes in those acts are needed to conform them to
this Article. This Article primarily sets out rules defining rights of a secured party against
persons dealing with the debtor; it does not prescribe regulations and controls which may be
necessary to curb abuses arising in the small loan business or in the financing of consumer
purchases on credit. Accordingly there is no intention to repeal existing regulatory acts in
those fields by enactment or re-enactment of Article 9. See Section 9-203(4) and the Note

thereto.

§ 9-103. Perfection of Security Interest in Multiple State Transactions.

(1) Documents, instruments and ordinary goods.

(a) This subsection applies to documents and instruments and to goods other than those
covered by a certificate of title described in subsection (2), mobile goods described in
subsection (3), and minerals described in subsection (5).

(b) Except as otherwise provided in this subsection, perfection and the effect of
perfection or non-perfection of a security interest in collateral are governed by the
law of the jurisdiction where the collateral is when the last event occurs on which is
based the assertion that the security interest is perfected or unperfected.

(c) If the parties to a transaction creating a purchase money security interest in goods in
one jurisdiction understand at the time that the security interest attaches that the goods
will be kept in another jurisdiction, then the law of the other jurisdiction governs the
perfection and the effect of perfection or non-perfection of the security interest from the
time it attaches until thirty days after the debtor receives possession of the goods and
thereafter if the goods are taken to the other jurisdiction before the end of the thirty-day
period.

(d) When collateral is brought into and kept in this state while subject to a security interest

perfected under the law of the jurisdiction from which the collateral was removed, the
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security interest remains perfected, but if action is required by Part 3 of this Article to
perfect the security interest,

o (i) if the action is not taken before the expiration of the period of perfection in the
other jurisdiction or the end of four months after the collateral is brought into this
state, whichever period first expires, the security interest becomes unperfected at
the end of that period and is thereafter deemed to have been unperfected as against
a person who became a purchaser after removal;

o (ii) if the action is taken before the expiration of the period specified in
subparagraph (i), the security interest continues perfected thereafter;

o (iii) for the purpose of priority over a buyer of consumer goods (subsection (2) of
Section 9-307), the period of the effectiveness of a filing in the jurisdiction from
which the collateral is removed is governed by the rules with respect to perfection

in subparagraphs (i) and (ii).

(2) Certificate of title.

e (a) This subsection applies to goods covered by a certificate of title issued under a statute of
this state or of another jurisdiction under the law of which indication of a security interest
on the certificate is required as a condition of perfection.

e (b) Except as otherwise provided in this subsection, perfection and the effect of perfection
or non-perfection of the security interest are governed by the law (including the conflict 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
jurisdiction, but in any event not beyond surrender of the certificate. After the expiration of
that period, the goods are not covered by the certificate of title within the meaning of this
section.

e (c) Except with respect to the rights of a buyer described in the next paragraph, a security
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).

e (d) If goods are brought into this state while a security interest therein is 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 may be subject to security interests not shown
on the certificate, the security interest is subordinate to the rights of a buyer of the goods
who is not in the business of selling goods of that kind to the extent that he gives value and
receives delivery of the goods after issuance of the certificate and without knowledge of the

security interest.
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(3) Accounts, general intangibles and mobile goods.

e (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 a type normally 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
covered by a certificate of title described in subsection (2).

e (b) The law (including the conflict of laws rules) of the jurisdiction in which the debtor is
located governs the perfection and the effect of perfection or non-perfection of the security
interest.

¢ (c) If however, the debtor is located in a jurisdiction which is not a part of the United States,
and which does not provide for perfection of the security interest by filing or recording in
that jurisdiction, the law of the jurisdiction in the United States in which the debtor has its
major executive office in the United States governs the perfection and the effect of
perfection or non-perfection 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.

e (d) A debtor shall be deemed located at his place of business if he has one, at his chief
executive office if he has more than one place of business, otherwise at his residence. If,
however, the debtor is a foreign air carrier under the Federal Aviation Act of 1958, as
amended, it shall be deemed located at the designated office of the agent upon whom
service of process may be made on behalf of the foreign air carrier.

e (e) A security 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
jurisdiction, 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 subsection (1) apply to a possessory security interest in

chattel paper. The rules stated for accounts in subsection (3) apply to a non-possessory
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security interest in chattel paper, but the security interest may not be perfected by

notification to the account debtor.
(5) Minerals.

Perfection and the effect of perfection or non-perfection of a security 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 from the sale thereof at the wellhead or minehead are governed by the law
(including the conflict of laws rules) of the jurisdiction wherein the wellhead or minehead

is located.
(6) Uncertificated securities.

The law (including the conflict of laws rules) of the jurisdiction of organization of the issuer
governs the perfection and the effect of perfection or non-perfection of a security interest

in uncertificated securities.

$§ 9-104. Transactions Excluded From Article.

This Article does not apply

e () to a security interest subject to any statute of the United States, to the extent that
such statute governs the rights of parties to and third parties affected by transactions
in particular types of property; or

e (b)toalandlord's lien; or

¢ (c)toalien given by statute or other rule of law for services or materials except as provided
in Section 9-310 on priority of such liens; or

e (d) to a transfer of a claim for wages, salary or other compensation of an employee; or

e (&) to a transfer by a government or governmental subdivision or agency; or

e (f) to a sale of accounts or chattel paper as part of a sale of the business out of which they

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 under a contract to an assignee who is also to do the
performance under the contract or a transfer of a single account to an assignee in whole or
partial satisfaction of a preexisting indebtedness; or

e (g) to a transfer of an interest in or claim in or under any policy of insurance, except as
provided with respect to proceeds (Section 9-306) and priorities in proceeds (Section 9-

312); or
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e (h) to aright represented by a judgment (other than a judgment taken on a right to payment
which was collateral); or

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

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

¢ (k) to a transfer in whole or in part of any claim arising out of tort; or

e (1) to atransfer of an interest in any deposit account (subsection (1) of Section 9-105),

except as provided with respect to proceeds (Section 9-306) and priorities in proceeds

(Section 9-312).
§ 9-106. Definitions: "Account”; "General Intangibles”.

"Account” means any right to payment for goods sold or leased or for services rendered
which is not evidenced by an instrument or chattel paper, whether or not it has been
earned by performance. "General intangibles" means any personal property (including
things in action) other than goods, accounts, chattel paper, documents, instruments, and
money. All rights to payment earned or unearned under a charter or other contract
involving the use or hire of a vessel and all rights incident to the charter or contract are

accounts.

(b) "Chattel paper" means a writing or writings which evidence both a monetary
obligation and a security interest in or a lease of specific goods, but a charter or other
contract involving the use or hire of a vessel is not chattel paper. When a transaction is
evidenced both by such a security agreement or a lease and by an instrument or a series of

instruments, the group of writings taken together constitutes chattel paper;

§ 9-301. Persons Who Take Priority Over Unperfected Security Interests; Rights of "Lien

Creditor".

(1) Except as otherwise provided in subsection (2), an unperfected security interest is

subordinate to the rights of

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

e (b) aperson who becomes a lien creditor before the security interest is perfected;

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

business or is a buyer of farm products in ordinary course of business, to the extent that he
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gives value and receives delivery of the collateral without knowledge of the security interest
and before it is perfected;

e (d)in the case of accounts and general intangibles, a person who is not a secured party and
who is a transferee to the extent that he 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 ten days after the debtor receives possession of the collateral, he 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 assignment, and a trustee in bankruptcy from the date of the filing of the petition or a

receiver in equity from the time of appointment.

(4) A person who becomes a lien creditor while a security interest is perfected takes
subject to the security interest only to the extent that it secures advances made before he
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.

§ 9-302. When Filing Is Required to Perfect Security Interest; Security Interests to Which Filing
Provisions of This Article Do Not Apply.

(1) A financing statement must be filed to perfect all security interests except the

following:

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

e (b) a security interest temporarily perfected in instruments or documents without delivery
under Section 9-304 or in proceeds for a 10 day period under Section 9-306;

e (c) asecurity interest created by an assignment of a beneficial interest in a trust or a
decedent's estate;

e (d) a purchase money security interest in consumer goods; but filing is required for a motor
vehicle required to be registered; and fixture filing is required for priority over conflicting

interests in fixtures to the extent provided in Section 9-313;
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e (&) an assignment of accounts which does not alone or in conjunction with other
assignments to the same assignee transfer a significant part of the outstanding accounts of
the assignor;

e (f) asecurity interest of a collecting bank (Section 4-208) or in securities (Section 8-321) or
arising under the Article on Sales (see Section 9-113) or covered in subsection (3) of this
section;

e (g) an assignment for the benefit of all the creditors of the transferor, and subsequent

transfers by the assignee thereunder.

(2) If a secured party assigns a perfected security interest, no filing under this Article is
required in order to continue the perfected status of the security interest against

creditors of and transferees from the original debtor.

(Author Comment: Assignment of the Intangible’s Security would not be subject
to recordation reflecting a conveyance of the Intangible to a subsequent
purchaser but an assignment of the “Security Instrument” contained within the
Intangible’s Security collateral would be required to be filed of record as this
collateral is Security affecting Real Property securing the Mortgage Note and
such ownership of the Mortgage Note has been conveyed to the subsequent

purchaser of the Intangible.)

(3) The filing of a financing statement otherwise required by this Article is not necessary or

effective to perfect a security interest in property subject to

e (a) a statute or treaty of the United States which provides for a national or international
registration or a national or international certificate of title or which specifies a place of
filing different from that specified in this Article for filing of the security interest; or

¢ (b) the following statutes of this state; [list any certificate of title statute covering
automobiles, trailers, mobile homes, boats, farm tractors, or the like, and any central filing
statute .]; 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 to a security interest in that collateral created by him as debtor; or

e (c) a certificate of title statute of another jurisdiction under the law of which indication of a
security interest on the certificate is required as a condition of perfection (subsection (2) of

Section 9-103).
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(4) Compliance with a statute or treaty described in subsection (3) is equivalent 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 Section 9-103 on multiple state transactions. Duration and renewal of perfection of a
security interest perfected by compliance with the statute or treaty are governed by the
provisions of the statute or treaty; in other respects the security interest is subject to this

Article.

e Note: It is recommended that the provisions of certificate of title acts for perfection of security
interests by notation on the certificates should be amended to exclude coverage of inventory

held for sale.
§ 9-303. When Security Interest Is Perfected; Continuity of Perfection.

(1) A security interest is perfected when it has attached and when all of the
applicable steps required for perfection have been taken. Such steps are specified in
Sections 9-302, 9-304, 9-305 and 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 deemed to be perfected

continuously for the purposes of this Article.

§ 9-305. When Possession by Secured Party Perfects Security Interest
Without Filing.

A security interest in letters of credit and advices of credit (subsection (2)(a) of Section 5-116),
goods, instruments (other than certificated securities), money, negotiable documents, or chattel
paper may be perfected by the secured party's taking possession of the collateral. If such
collateral other than goods covered by a negotiable document is held by a bailee, the secured
party is deemed to have possession from the time the bailee receives notification of the secured
party's interest. A security interest is perfected by possession from the time possession is taken
without a relation back and continues only so long as possession is retained, unless otherwise
specified in this Article. The security interest may be otherwise perfected as provided in this

Acrticle before or after the period of possession by the secured party.
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