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CHAPTER 135—S.F.No.10
[Coded in Part]

An act relating to certain commercial transactions; amending provisions of
the uniform commercial code governing secured transactions and related provi-
sions; amending Minnesota Statutes 1974, Chapter 336, by adding sections; and
Sections 336.1-105; 336.1-201; 336.2-107; 336.5-116; 336.9-102; 336.9-103; 336.9-104;
336.9-105; 336.9-106; 336.9-203; 336.9-204; 336.9-205; 336.9-301; 336.9-302; 336.9-
304; 336.9-305; 336.9-306; 336.9-307, 336.9-308; 336.9-312; 336.9-313; 336.9-318;
3236.9401; 336.9402; 336.9403; 336.9-404; 336.9405; 336.9-406; 336.9407; 336.9-
501; 336.9-502; 336.9-504; and 336.9-505; repealing Minnesota Statutes 1974, Section
336.5403.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MIN-
NESOTA:

Section 1. Minnesota Statutes 1974, Section 336.1-105, is amended
to read:

336.1-105 UNIFORM COMMERCIAL CODE; SECURED TRANS-
ACTIONS; TERRITORIAL APPLICATION OF THE CHAPTER; PAR-
TIES’ POWER TO CHOOSE APPLICABLE LAW. (1) Except as pro-
vided hereafter in this section, when a transaction 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 na-
tion shall govern 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
effective only to the extent permitted by the law (including the conflict
of laws rules) so specified:

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

Applicability of the article on bank deposits and collections. Sec-
tion 336.4-102.

Bulk transfers subject to the article on bulk transfers. Section
336.6-102.

Applicability of the article on investment securities. Section 336.8-
106.

Peliey and scope of the article op secured transections: Seetions

Perfection provisions of the article on secured transactions. Sec-
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tion 336.9-103,

Sec. 2, Minnesota Statutes 1974, Section 336.1-201, is amended to
read:

336.1-201 GENERAL DEFINITIONS. Subject to additional defini-
tions contained in the subsequent articles of this chapter which are ap-
plicable to specific articles or parts thereof, and uniess the context oth-
erwise requires, in this chapter:

(1} “Action” in the sense of a judicial proceeding includes
recoupment, counterclaim, setoff, suit in equity and any other proceed-
ings in which rights are determined.

(2) “Aggrieved party” means a party entitled to resort to a rem-
edy.

(3) “Agreement” means the bargain of the parties in fact as found
in their language or by implication from other circumstances including
course of dealing or usage of trade or course of performance as pro-
vided in this chapter (sections 336.1-205 and 336.2-208). Whether an
agreement has legal consequences is determined by the provisions of
this chapter, if applicable; otherwise by the law of contracts (section
336.1-103). (Compare “Contract.”)

{4) “Bank” means any person engaged in the business of banking.

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

(6) “Bill of lading” means a document evidencing the receipt of
goods for shipment issued by a person engaged in the business of
transporting or forwarding goods, and includes an airbill. ““Airbill”
means a document serving for air transportation as a bill of lading
does for marine or rail transportation, and includes an air consignment
note or air waybill,

(7) “Branch” includes a separately incorporated foreign branch of
a bank. )

(8) “Burden of establishing” a fact means the burden of persuad-
ing the triers of fact that the existence of the fact is more probable
than its nonexistence.

(9) “Buyer in ordinary course of business” means a person who in
good faith and without knowledge that the sale to him is in violation of
the ownership 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 that kind but does 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
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kind. "Buying’’ 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 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.

(10) “Conspicuous”: A term or clause is conspicuous when it is so
written that a reasonable person against whom it is to operate ought
. to have noticed it. A printing heading in capitals (as; NON-
NEGOTIABLE BILL OF LADING) is conspicuous. Language in the
body of a form is “conspicuous” if it is in larger or other contrasting
type or color. But in a telegram any stated term is ‘“conspicuous.”
Whether a term or clause is “conspicuous” or not is for decision by the
court.

(11) “Contract” means the total legal obligation which results
from the parties’ agreement as affected by this chapter and any other
applicable rules of law. (Compare “Agreement.””)

(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 bankruptcy, a receiver in eq-
uity and an executor or administrator of an insolvent debtor’s or assig-
nor’s estate.

(13) “Defendant” includes a person in the position of defendant in
a cross-action or counterclaim.

(14) “Delivery” with respect to instruments, documents of title,
chattel paper or securities means voluntary transfer of possession.

(15) “Document of title” includes bill of lading, dock warrant,
dock receipt, warehouse receipt or order for the delivery of goods, and
also any other document which in the regular course of business or fi-
nancing is treated as adequately evidencing that the person in 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 pur-
port 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 fun-
gible portions of an identified mass.

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

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

(18) “Genuine’” means free of forgery or counterfeiting.

Changes or additions Indicated by underline deletions by striecout




Ch. 135 LAWS of MINNESQTA for 1976 349

(19) “Good faith” means honpesty in fact in the conduct or trans-
action concerned.

(20) "Holder” means a person who is in possession of a document
of title or an instrument or an investment security drawn, issued or en-
dorsed to him or to his order or to bearer or in blank.

(21) To “honor” is to pay or to accept and pay, or where a credit
50 engages to purchase or discount a draft complying with the terms
of the credit.

(22) “Insolvency proceedings” includes any assignment for the
benefit of creditors or other proceedings intended to liquidate or reha-
bilitate the estate of the person involved.

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

(24) “Money” means a medium of exchange authorized or
adopted by a domestic or foreign government as a part of its currency.

(25) A person has “notice” of a fact when
(a) he has actual knowledge of it; or
(b) he has received a notice or notification of it; or

{c) from all the facts and circumstances known to him at the time
in question he has reason to know that it exists.

A person “knows” or has “knowledge” of a fact when he has ac-
tual knowledge of it. **Discover” or “learn’’ or a word or phrase of sim-
ilar import refers to knowledge rather than to reason to know. The
time and circumstances under which a notice or notification rmay cease
to be effective are not determined by this chapter.

(26) A person “notifies” or “gives” a notice or notification to an-
other by taking such steps as may be reasonably required to inform
the other in ordinary course whether or not such other actually comes
to know of it. A person ‘“receives’ a notice or notification when

(a) it comes to his attention; or
(b) it is duly delivered at the place of business through which the
contract was made or at any other place held out by him as the place

for receipt of such communications.

(27) Notice, knowledge or a notice or notification received by an
organization is effective for a particular transaction from the time
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when it is brought to the attention of the individual conducting that
transaction, and in any event from the time when it would have been
brought to his attention if the organization had exercised due diligence.
An organization exercises due diligence if it maintains reasonable rou-
tines for communicating significant information to the person conduct-
ing the transaction and there is reasonable compliance with the rou-
tines. Due diligence does not require an individual acting for the
organization to communicate information unless such communication
is part of his regular duties or unless he has reason to know of the
transaction and that the transaction would be materially affected by
the information,

(28) “*Organization” includes a corporation, government or gov-
ernmental subdivision or agency, business trust, estate, trust, partner-
ship or association, two or moere persons having a joint or common in-
terest, or any other legal or commercial entity.

(29) *Party,” as distinct from “third party,” means a person who
has engaged in a transaction or made an agreement within this chap-
ter.

(30) “Person’ includes an individual or an organization (see sec-
tion 336.1-102).

(31) “Presumption” or “presumed” means that the trier of fact
must find the existence of the fact presumed unless and until evidence
is introduced which would support a finding of its non-existence.

(32) “Purchase” includes taking by sale, discount, negotiation,
mortgage, pledge, lien, issue or re-issue, gift or any other voluntary
transaction creating an interest in property.

(33) “Purchaser” means a person who takes by purchase.

(34) “Remedy” means any remedial right to which an aggrieved
party is entitled with or without resort to a tribunal.

(35) “Representative” includes an agent, an officer of a corpora-
tion or association, and a trustee, executor or administrator of an es-
tate, or any other person empowered to act for another.

{36) “Rights” includes remedies.

{37) “Security interest” means an interest in personal property or
fixtures which secures payment or performance of an obligation. The
retention or reservation of title by a seller of goods notwithstanding
shipment or delivery to the buyer (section 336.2-401) is limited in ef-
fect to a reservation of a “security interest.” The term also includes
any interest of a buyer of accounts ,—or chattel paper ; er eentraet
rights which is subject to article 9. The special property interest of a
buyer of goods on identification of such goods to a contract for sale
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under section 336.2-401 is not a ‘“‘security interest,” but a buyer may
also acquire a “Security interest” by complying with article 9. Unless a
lease or consignment is intended as security, reservation of title there-
under is not a “security interest’” but a consignment is in any event
subject to the provisions on consignment sales (section 336.2:326.)
Whether a lease is intended as security is to be determined by the facts
of each case; however, (a) the inclusion of an option to purchase does
not of itself make the lease one intended for security, and (b) an agree-
ment that upon compliance with the terms of the lease the lessee shall
become or has the option to become the owner of the property for no
additional consideration or for a nominal consideration does make the
lease one intended for security.

(38) “Send” in connection with any writing or notice means to
deposit in the mail or deliver for transmission by any other usual
means of communication with postage or cost of transmission pro-
vided for and properly addressed and in the case of an instrument to
an address 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 intention to authenticate a writing.

(40} “Surety” includes guarantor.

(41) “Telegram” includes a message transmitted by radio, tele-
type, cable, any mechanical method of transmission, or the like.

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

(43) “Unauthorized” signature or endorsement means one made
without actual, implied or apparent authority and includes a forgery.

(44) “Value”: Except as otherwise provided with respect to nego-
tiable instruments and bank collections {sections 336.3-303, 336.4-208
and 336.4-209) a person gives “value” for rights if he acquires them

(a) in retumn for a binding commitment to extend credit or for the
extension of immediately available credit whether or not drawn upon
and whether or not a chargeback is provided for in the event of diffi-
culties in collection; or

(b) as security for or in total or partial satisfaction of a preexist-
ing claim; or

- (¢) by accepting delivery pursuant to a preexisting contract for
purchase; or
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{d) generally, in return for any consnderatlon sufficient to support
a simple contract.

{45) ““Warehouse receipt” means a receipt issued by a person en-
gaged in the business of storing goods for hire.

(46) “Written™ or “writing” includes printing, typewritmg or any
other intentional reduction to tangible form.

Sec. 3. Minnesota Statutes 1974, Section 336.2-107, is amended to
read: .

336.2-107 GOODS TO BE SEVERED FROM REALTY; RECORD-
ING. (1) A contract for the sale of timber; minerals or the like (includ-
ing oil and gas) or a structure 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 ef-
fective only as a contract to sell.

(2) A contract for the sale apart from the land of growing crops
or other things attached to realty and capable of severance without
material harm thereto but not described in subsection (1) or of timber
to be cut is a contract for the sale of goods within this article whether
the subject matter is to be severed by the buyer or by the seller even
though it forms part of the realty at the time of contracting, and the
parties can by identification effect a present sale before severance.

(3) The provisions of subsection (1) of this section are subject to
any third party rights provided by the law relating to realty records,
and the contract for sale may be executed and recorded as a document
transferring an interest in land and shall then constitute notice to third
parties of the buyer’s rights under the contract for sale.

Sec. 4. Minnesota Statutes 1974, Section 336.5-116, is amended to
read:

336.5-116 TRANSFER AND ASSIGNMENT. (1) The right to draw
under a credit can be transferred or assigned only when the credit is
expressly designated as transferable or assignable.

(2) Even though the credit specifically states that it is nontrans-
ferable or nonassignable the beneficiary may before performance of
the conditions of the credit assign his right to proceeds. Such an as-
signment is an assignment of a eomtepet meht-an account under article
9 on secured transactions and is governed by that article except that

(a) the assignment is ineffective until the letter of credit or advice

of credit is delivered to the assignee which delivery constitutes perfec-
tion of the security interest under article 9; and
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(b) the issuer may honor drafts or demands for payment drawn
under the credit until it receives a notification of the assignment signed
by the beneficiary which reasonably identifies the credit involved in
the assignment and contains a request to pay the assignee; and

(c) after what reasonably appears to be such a notification has
‘been received the issuer may without dishonor refuse to accept or pay
even to a person otherwise entitled to honor until the letter of credit or
advice of credit is exhibited to the issuer.

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

Sec. 5. Minnesota Statutes 1974, Section 336.9-102, is amended to
read:

336.9-102 POLICY AND SUBJECT MATTER OF ARTICLE. (1)
Except as otherwise provided in seetion 336-5~103 en multiple state
transaetions and in section 336.9-104 on excluded transactions, this ar-
ticle applies so far a3 coneerns any persomal property and fitures
within the jurisdietion of this state

{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 or eontract rights ; and also

(b) to any sale of accounts ; eomtraet rights or chattel paper.

{2) This article applies to security interests created by contract in-
cluding 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 secu-
rity. This article does not apply to statutory liens except as provided in
section 336.9-310.

(3) The application of this article to a security interest in a se-
cured obligation is not affected by the fact that the obligation is itself
secured by a transaction or interest to which this article does not ap-
ply.

Sec. 6. Minnesota Statutes 1974, Section 336.9-103, is amended to
read:

336.9-103 PERFECTION OF SECURITY INTERESTS IN MULTI-
PLE STATE TRANSACTIONS. 1) if the office where the assigner of
tceounts or contract rights lreeps hio records concerning them is in
this state; the velidity and perfection of & Seeurity interest therein end
the possibility and effect of proper filing is governed by this article:
otherwise by the law (including the conflict of lawa rules) of the juris-
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€3 ¥ the chief place of business of a debtor is in this state; this
ar&elegevemsthevahdﬁyandperfeeeenefnseewﬂymﬁemeendthe
and effeet of proper filing with regard te general intangibles

or with regard to geods of a type whick are normally used in more

nﬂeﬂ)ef&he:uﬂsd:euenwheresuehemefplaeeefbusmessm!eeated
shell govern: I the chief plece of buginess is leeated in a jurisdietion
wﬁehdeesnetpmwdeferpeﬁee&enefﬁhemmbyﬁ%mg
in thet jurisdiction; then the security interest may be per
feeﬁedbyﬁimgmﬂussmt&&rthepurpeseefdetemmngthevahé-
ity and perfection of e security interest in an airplane; the ehief place
of business of a debtor who i3 & fereign air carsier under the Federal
Aviation Aet of 1058; #9 amended; is the designated offiee of the agent
upon whom service of proeess may be made orn behal of the debter:

3) ¥ personal property other than that geverned by subscetions
D and ) s elready subjeet to a secunity interest when it i3 brought
inte this state; the validity of the seeurity interest in this state is o be
determined by the law fincluding the confliet of laws males) of the ju-
Hewever; if the parties to the transaction understood at the time that
the geeurity interest atteehed that the property weould be kept in this
this state; then the validity of the seeurity interest in this state is to be
determined by the law of this state: If the seeurity interest was already
perfected under the lnw of the jurisdietion where the property was
state; the sceurity interest continues perfeeted in this stete for four
rmonths and alse thereafter if within the four menth peried # is per
feeted in this state: The seeurity interest may also be perfeeted in this
state after the expiration of the four month peried: in sueh ease perfee-
inte this state; it may be perfeeted in this state: in such ease perfeetion
dates frem the time of perfeetion in thig stete:

) Netwithstanding subsections (2) end (3); ¥ persenal property
is eevered by & certificate of title issued under a statute of this state or
any other jurisdiction which requires indieation en a certificate of title
of any seccurity interest in the property e3 a condition of perfection;
thenthepeﬁeeﬂenmgeﬂemedbyehehweftheymsdaeﬂmwhmhm-
sued the eertifieate:
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fiee where the guesigner of acecounts er eontract rights keeps his re-
cords concerning them is net lecated in a jurisdiction which is & part
of the United States; #9 territories or possessions; and the aceounta or
relation to this state; this article governs the validity and perfection of

{1) Documents, instruments and ordinary goods.

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 nonperfection of a security interest in
collateral are governed by the law of the jurisdiction where the collat-
eral 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 secu-

security interest attaches that the goods will be kept in another juris-
diction, then the law of the other jurisdiction governs the perfection
and the effect of perfection or nonperfection of the security interest
from the time it attaches until 30 days after the debtor receives posses-

risdiction before the end of the 30 dav period.

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

perfection in the gther jurisdiction or the end of four months after the
collateral js brought into this state, whichever period first expires, the

thereafter deemed to have been unperfected as against a person who
became a purchaser after removal;

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

(iii) for the purpose of priority over a buver of consumer goods
(subsection (2) of section 336.5-307), the period of the effectiveness of
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g

a filing in the jurisdiction from which the collateral is removed is gov-
erned by the rules with respect to perfection in subparagraphs (i) and

(2) Certificate of title.

(a) This subsection applies to goods covered by a certificate of ti-
the law of which indication of a security interest on the certificate is
required as a condition of perfection.

(b) Except as otherwise provided in this subsection, perfection
and the effect of perfection or nonperfection of the security interest
are govermed by the law (including the conflict of laws rules) of the ju-

removed from that jurisdiction and thereafter until the go?&s are regis-
tered in another jurisdiction, but in any event not beyond surrender of
the certificate. After the expiration of that period, the goods are not

(c) Except with respect to the rights of a buyer described in the
next paragraph, a security interest, perfected in another jurisdiction

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
. :

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

e of the security interest.

E

(3) Accounts, general intangibles and mobile goods.

{a) This subsection applies to accounts (other than an account de-
scribed in subsection {5} on minerals) and general intangibles 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, air-
planes, 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

tion {2).
{b) The law (including the conflict of laws rules) of the jurisdic-
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fect of perfection or nonperfection 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 nonperfection of the security interest

eral is accounts or general intangibles for money due or to become
due, the security interest may be perfected by notification to the ac-

rier,

(e) A security interest perfected under the law of the jurisdiction

and is deemed to have been unperfected as against a person who be-
came 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 sub-
section (3) apply to a nonpossessory security interest in chattel paper,
but the security interest may not be perfected by notification to the ac-
count debtor.

{3) Minerals.

Perfection and the effect of perfection or nonperfection of a secu-
rity interest which js created by a debtor who has an interest in miner-
als or the like (including oil and gas) before extraction and which
attaches thereto as extracted, or which attaches to an account result-

the law (including the conflict of laws rules) of the jurisdiction wherein
the wellhead or minehead is located.
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Sec. 7. Minnesota Statutes 1974, Section 336.9-104, is amended to
read:

336.9-104 TRANSACTIONS EXCLUDED FROM ARTICLE. This
article does not apply -

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

(b) to a landlord’s lien; or

{c) to a lien given by statute or other rule of law for services or
materials except as provided in section 336.9-310 on priority of such
liens; or

(d) to a transfer of a claim for wages, salary or other compensa-
tion of an employee; or

(e) to an equipment trust eovering railwey retling stoek-a transfer
a government or governmental subdivision or agency to the extent
at this article conflicts with special statutogg provisions relating to
a transfer ; or

JQE

sSu

F;

(f) to a sale of accounts ; eentraet riphts or chattel paper as part
of a sale of the business out of which they arose, or an assignment of
accounts ; eontraet mights or chattel paper which is for the purpose of
collection only, or a transfer of a eentraet right to payment under a
contract to an assignee who is also to do the performance under the

partial satisfaction of a greex:lsnng ‘indebtedness ; or

(g) to a transfer of an interest or claim in or under any policy of
insurance , except as provided with reference to proceeds (section
336.9-306) and priorities in proceeds section (336.9-312) ; or

¢h) to a right represented by a judgment (other than a judgment
taken on a right to payment which was collateralf) ; or

{i) to any right of setoff; or

{j) except to the extent that provision is made for fixtures in sec-
tion 336.9-313, 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 of the felewing: any
claim arising out of tort; any depesit; savings; passbeoolk or like aceount
mainteined with & banls savings and loan asseciation; eredit union or

like organization: or
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{1} of section 336.9-105), except as provided with respect to proceeds
(section 336.9-306) and priorities in proceeds (section 336.9-312).

Sec. 8. Minnesota Statutes 1974, Section 336.9-105, is amended to
read:

336.9-105 DEFINITIONS AND INDEX OF DEFINITIONS. (1) In
this article unless the context otherwise requires:

(a) “Account debtor” means the person who is obligated on an
account, chattel paper, contract right or general intangible;

(b} “Chattel paper” means a writing or writings which evidence
both a monetary obligation and a security interest in or a lease of spe-
cific 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 se-
ries of instruments, the group of writings taken together constitutes
chattel paper;

(c) “Collateral” rmeans the property subject to a security interest,
and includes accounts, contract rights and chattel paper which have
been sold;

(d) “Debtor” means the person who owes payment or other per-
formance of the obligation secured, whether or not he owns or has
rights in the collateral, and includes the seller of accounts ; eentraet
rights or chattel paper. Where the debtor and the owner of the collat-
eral are not the same person, the term “debtor” means the owner of
the collateral in any provision of the article dealing with the collateral,
the obligor in any provision dealing with the obligation, and may in-
clude both where the context so requires;

(€) “Deposit account” means a dermnand, time, savings, passhook
or like account maintained with a bank, savings and loan association,
credit union or like organization, other than an account evidenced by a
certificate of deposit;

() "Document” means document of title as defined in the gen-
eral definitions of article 1 (section 336.1-201) and a receipt of the kind
described in subsection (2) of section 336.7-201 ;

(g) “Encumbrance” includes real estate mortgages and other ligns

interests.

€5-(h) "Goods” includes all things which are movable at the time
the security interest attaches or which are fixtures (section 336.9-313),
but does not include money, documents, instruments, accounts, chattel
paper, general intangibles, eentract rights and other things in aetien-or
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minerals or the like (including oil and gas} before extraction . “Goods”
convevance or contract for sale, the unborn young of animals and
growing crops;

(i) "Instrument” means a negotiable instrument (defined in
section 336.3-104), or a security (defined in section 336.8-102) 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 or-
dinary course of business transferred by delivery with any necessary
endorsement or assignment;

(i} “Mortgage” means a ¢consensual interest created by a real es-

of default or other event not within his control has relieved or may re-
lieve him from his obligation.

dn—(1) “Security agreement” means an agreement which creates
or provides for a security interest;

€-(m} “Secured party’” means a lender, seller or other person in
whose favor there is a security interest, including a person to whom
accounts ; eontraet rights 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 per-
son, the representative is the secured party : ; ‘

(n)} “Transmitting utility”” means any person engaged in the rail-
road, street railway or trolley bus business, the electric or electronics
communjcations transmission business, the transmission of goods by

(2) Other definitions applying to this article and the sections in
which they appear are:

“Account,”” section 336.9-106.

“Attach,” section 336.9-203.

‘“Construction mortgage,”” section 336.9-313(1).
“Consumer goods,” section 336,9-109(1).
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“Equipment,” section 336.9-109(2).
“Farm products,” section 336.9-109(3).

“Fixture,” section 336.9-313.

“Fixture filing,” section 336.9-313.
“General intangibles,”” section 336.9-106.
"Invento.ry," section 336.9-109(4).
“Lien creditor,” section 336.9-301(3).
“Motor vehicle,” section 336.9-401(5).
“Proceeds,” section 336.9-306(1).
: “Purchase money security interest,” section 336.9-107.

“United States,” section 336.9-103.

(3) The following definitions in other articles apply to this article:
“Check,” section 336.3-104.

“Contract for sale,” section 336.2-106.

“Holder in due course,” section 336.3-302.

“Note,” section 336.3-104,

“Sale,” section 336.2-106.

(4) In addition article 1 contains general definitions and principles
of construction and interpretation applicable throughout this article,

Sec. 9. Minnesota Statutes 1974, Section 336.9-106, is amended to
read:

336.9-106 DEFINITIONS: “ACCOUNT”; “CONTRACT RIGHT”;
“GENERAL INTANGIBLES”, ‘“Account” means any right to payment
for goods sold or leased or for services rendered which is not evi-
earned by performance . “Centraet right” means any right to payment
under a contraet not yet earned by perfermanee and pot evideneed by
an instrument or eheattel peper: ”General intangibles” means any per-
sonal property (including things in action) other than goods, accounts,
eentract rights; chattel paper, documents end-, instruments and money
. All rights earned or unearned under a charter or other contract in-
volving the use or hire of a vessel and all rights incident to the charter
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or contract are eentract rights end neither accounts ner peneral intan-
gibles .

Sec. 10. Minnesota Statutes 1974, Chapter 336, is amended by
adding a section to read:

[336.9-114] CONSIGNMENT. (1) A person who delivers goods
under a consignment which is not a security interest and who would
be required to file under this article by paragraph (3) (¢) of section
336.2-326 has priority over a secured party who is or becomes a cred-

in the goods if they were the property of the consignee, and also has
priority with respect to identifiable cash proceeds received on or be-
fore delivery of the goods to a buver, if

(a) the consignor complies with the filing provision of the article
on sales with respect to consignments {paragraph {3) (¢} of section
336.2-326) before the consignee receives possession of the goods; and

the same types of goods before the date of the filing made by the con-
signor; and

(c) the holder of the security interest received the notification
within five years before the consignee receives possession of the
goods; and

(d) the neotification states that the consignor expects to deliver
goods on consignment to the consignee, describing the goods by item
or type.

and in which the requirements 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 if
they were the property of the debtor.

Sec. 11. Minnesota Statutes 1974, Section 336.9-203, is amended
to read:

336.9-203 ATTACHMENT AND ENFORCEABILITY OF SECU-
RITY INTEREST; PROCEEDS, FORMAL REQUISITES. (1) Subject to
the provisions of section 336.4-208 on the security interest of a collect-
ing bank and section 336.9-113 on a security interest arising under the
article on sales, a security interest is not enforceable against the debtor

less

{a) the collateral is in the possession of the secured party : es~pur-
suant to agreement, or the debtor has signed a security agreement
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which contains a description of the collateral and in addition, when the

security mteregg covers crops growing or to be grown or tlmber to be
cut, a description of the land concerned; and

(b) the depter has sipned a seeurity apgreement which eontains a
deseription of the collateral and in addition; when the security interest
eeverserepseretl-g&sermeraletebeemaetedorhmbertebeeut-

of the land concerned: In deseribing eollateral; the werd
Wﬁsmmmmmmmm
of any ehareeter- value has been given; and

{c) the debtor has rights in the collateral.

(2) A security interest attaches when it becomes enforceable
against the debtor with respect 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.

' {3) Unless otherwise agreed a security agreement gives the se-
cured party the rights to proceeds provided by section 336.9-306.

¢-(4) A transaction, although subject to this article, is also sub-
ject to Minnesota Statutes, Sections 48.153 to 48.157; Chapters 52, 53,
and 56; and Sections 168.66 to 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 applicable statute has only the effect which is speci-
fied therein.

Sec. 12. Minnesota Statutes 1974, Section 336.9-204, is amended
to read:

336.9-204 AFTER-ACQUIRED PROPERTY; FUTURE AD-
VANCES. (B A sceurity interest eannot attech until there is agreement
oubscetion 3) of scction 3361201 that it ettech and value is given
and the debtor has rights in the colleterad: H# ettaches a3 scon a9 el of
the events in the preeceding sertenee have taken plaee unless explieit
agreement pestpenes the time of attaching:

2 For the purpoeses of this section the debtor has no rights

o) in erops until they are planted or otherwise become growing
erops; in the young of livestoek until they are coneeived:

@) in foh until eatight; in oik; gas; or minerals until they are ex-
traeted: in timber untid it i euts

fe) in o contract right until the contract has been made:

B in an acecunt untd it comes inte existenee:
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3) Exeept as provided in subseetion (4 a security agreement may
provide thet eolateral; whenever aequired; shall seer-se all obligations
ecovered by the seeurity egreement

elause .

ta) to ereps which beeeme sueh more than one yenr efter the se-
eurity agreement i9 exceuted exeept that a seeurity interest in erops
which is given in conjunction with a lease or & land purebase or im-
provement transaetion evidenced by e contract; mertgage or deed of
trust may if so agreed attach to creps to be grown on the land con-
eerned during the peried of sueh real estate transaection:

) to consumer goods other than aecessions (seetion 336:0-3+b
when given a3 additionsl seeurity unless thre debtor aequires rights in
them within ten days efier the seeured party gives velue:

(1) Except as provided in subsection (2), a security agreement
may provide that any or all obligations covered by the security agree-
ment are to be secured by after-acquired collateral.

(2} No security interest attaches under an after-acquired 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.

63-(3) Obligations covered by a security agreement may include
future advances or other value whether or not the advances or value
are given pursuant to commitment (subsection (1) of section 336.9-105)

Sec. 13. Minnesota Statutes 1974, Section 336.9-205, is amended
to read:

336.9-205 USE OR DISPOSITION OF COLLATERAL WITHOUT
ACCOUNTING PERMISSIBLE. A security interest is not invalid or
fraudulent against creditors by reason of liberty in the debtor to use,
commingle or dispose of all or part of the collateral (including returned
or repossessed goods) or to collect or compromise accounts ; eentraet
rights or chattel paper, or to accept the return of goods or make repos-
sessions, or 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 replace collateral. This section does not relax the require-
ments of possession where perfection of a security interest depends
upon possession of the collateral by the secured party or by a bailee.

Sec. 14. Minnesota Statutes 1974, Section 336.9-301, is amended
to read:

336.9-301 PERSONS WHO TAKE PRIORITY OVER UNPER-

Changes or additions indicated by underline deletions by strikecont




Ch 135 LAWS of MINNESOTA for 1976 365

FECTED SECURITY INTERESTS; RIGHT OF “LIEN CREDITOR"”. (1)
Except as otherwise provided in subsection (2), an unperfected secu-
rity interest is subordinate to the rights of '

(a) persons entitled to priority under section 336.9-312;

(b) a person who becomes a lien creditor withewt knowledge of
the seeurity interests and before it-the security interest is perfected,

{c) in the case of goods, instruments, documents, and chattel pa-
per, 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 the ordinary course of business, to the extent that he
gives value and receives delivery of the collateral without knowledge
of the security interest and before it is perfected;

(d) in the case of accounts ; eontraet rights; and general intangi-
bles, 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 inter-
est and before it is perfected. :

(2) If the secured party files with respect to a purchase money se-
curity interest before or within ten days after the debtor receives pos-
session of the collateral eemes inte pessession of the debter , 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 re-
ceiver in equity from the time of appointment. Unless all the ereditors
represented had lenowledge of the seeurity interest sueh a representa-
tive of ereditors is a lien ereditor witheut knewledge even theugh he

Sec. 15. Minnesota Statutes 1974, Section 336.9-302, is amended
to read:

336.9-302 WHEN FILING IS REQUIRED TO PERFECT SECU-
RITY INTEREST; SECURITY INTERESTS TO WHICH FILING PROVI-
SIONS OF THIS ARTICLE DO NOT APPLY. (1) A financing statement
must be filed to perfect all security interests except the following:
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(a) A security interest in collateral in possession of the secured
party under section 336.9-305;

(b) A security interest temporarily perfected in instruments or
documents without delivery under section 336.9-304 or in proceeds for
a 10 day period under section 336.9-306;

(c) A4 purchase meney seeurity interest in farm equipment having
apwehaeepﬂeenetmexeessefmbutﬁhﬂgmrequﬂedferafm-
mmmm&m«mﬁmmmmm*
eensed-A security interest created by an assignment of a beneficial in-
terest in a trust or a decedent’s estate ;

(d) A purchase money security interest in consumer goods; but
filing is reqmredfereﬁ:&uremderseeﬁenamaefferemeeer
wehiele reguired to be Heenrsed for a motor vehicle required to be regis-
tered and fixture filing is egunred for Qnonty over confhctmg inter-

(e) An assignment of accounts er eentraet rightsa which does not
alone or in conjunction with other assignments to the same assignee
transfer a significant part of the outstanding accounts er centraet

rights of the assignor;

(f) A security interest of a collecting bank (section 336.4-208) or
arising under the article on sales (see section 336.5-113) or covered in
subsection (3) of this section = ;

tra.nsferor. and subsequent transfers by the assignee thereunder.

(2) If a secured party assigns a perfected security interest, no fil-
ing under this article is required in order to continue the perfected sta-
tus of the security interest against creditors of and transferees from
the original debtor.

3) The fling previcsions of this article do not apply to a security
interest in preperty subjeet to e stetute

) of the United States whieh provides for & national registration
or filing of all security interests in such property; or

@) of this state which provides for ecentral filing of; or whiech re-
gquires indieation en o certifieate of title of; such seeurity interests in
such property:

) A& seceurity interest in property eoevered by a statute desertbed
in subseetion (3) ean be perfeeted ordy by registration or filing under
that statute or by indiestion of the seeurity interest on a cemifiente of
titie or a duplicate thereof by a publie officiat:

Changes or additions indicated by underline deletions by strieeout




Ch. 135 LAWS of MINNESOTA for 1976 367

(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 the following statutes or treatjes: except that to the

(a) a statute or treaty of the United States which provides for a
national or international registration or a national or international cer-
tificate 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;

(i) Sections 168A.01 to 168A 31; 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 a deb-
tor; or

(ii) Sections 300.11 to 300.115.

quired as a condition of perfection (subsection (2) of section 336.9-
103).

{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 sec-
tion 336.9-103 on multiple state transactions. A security interest per-

article in all respects not inconsistent with the provisions of the statute
or treaty under which it was perfected, provided that this article shall

of effectiveness.

Sec. 16. Minnesota Statutes 1974, Section 336.9-304, is amended
to read:

336.9-304 PERFECTION OF SECURITY INTEREST IN INSTRU-
MENTS, DOCUMENTS, AND GOODS COVERED BY DOCUMENTS;
PERFECTION BY PERMISSIVE FILING; TEMPORARY 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 money or instruments (other than instru-
ments which constitute part of chattel paper) can be perfected only by
the secured party’s taking possession, except as provided in subsec-
tions (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 is-
suer of a negotiable document therefor, a security interest in the goods
is perfected by perfecting a security interest in the document, and any
security interest in the goods otherwise perfected during such period is
subject thereto. '

(3) A security interest in goods in the possession of a bailee other
than one who has issued 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 fil-
ing as to the goods.

(4) A security interest in instruments or negotiable documents is
perfected without filing or the taking of possession 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 inter-
est in an instrument, a negotiable document or goods in possession of
a bailee other than one who has issued a negotiable document therefor

(a) makes available to the debtor the goods or documents repre-
senting the goods for the purpose of ultimate sale or exchange or for
the purpose of loading, unloading, storing, shipping, transshipping,
manufacturing, processing or otherwise dealing with them in a manner
preliminary 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 to the debtor for the purpose of ulti-
mate sale or exchange or of presentation, collection, renewal or regis-
tration of transfer.

(6) After the 21 day period in subsections (4) and (5) perfection
depends upon compliance with applicable provisions of this article,

Sec. 17. Minnesota Statutes 1974, Section 336.9-305, is amended
to read:

. 336.9-305 WHEN POSSESSION BY SECURED PARTY PER-
FECTS SECURITY INTEREST WITHOUT FILING. A security interest
in letters of credit and advices of credit (subsection (2) (a) of section
336.5-116), goods, instruments, money, negotiable documents or chat-
tel paper may be perfected by the secured party’s taking possession of
the collateral. If such collateral other than goods covered by a negotia-
ble 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 relation back and continues only so
long as possession is retained, unless otherwise specified in this article.
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The security interest may be otherwise perfected as provided in this
article before or after the period of possession by the secured party.

Sec. 18. Minnesota Statutes 1974, Section 336.9-306, is amended
to read:

336.9-306 "PROCEEDS”; SECURED PARTY'S RIGHTS ON DIS-
POSITION ON COLLATERAL. (1) “Proceeds” includes whatever is re-
ceived when eoliatersl or proceeds 15 sold; exchenged; eolieeted or oth-
the right to payment is earned under a contraet right: upon the sale,
exchange, collection or other disposition of collateral or proceeds. In-
surance pavable by reason of loss or damage to the collateral is pro-
ceeds, except to the extent that it is pavable to a person other than a
party to the security agreement. Money, checks , deposit accounts, and
the like are “cash proceeds.” All other proceeds are “non-cash pro-
ceeds.” -

(2) Except where this article otherwise provides, a security inter-
est continues in collateral notwithstanding sale, exchange or other dis-
position thereof by the debtor unless his aetiom-the disposition was
authorized by the secured party in the security agreement or other-
wise, and also continues in any identifiable proceeds including collec-
tions received by the debtor. :

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

(a) a filed financing statement eevering the original colateral alse
eovers proeeeds: er-covers the original collateral and the proceeds are
collateral 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 description of collat-
eral in the financing statement indicates the types of property constitu-
ting the proceeds; or

(b) a filed financing statement covers the original collateral and
the proceeds are identifiable cash proceeds; or

(c) the security interest in the proceeds is perfected before the ex-
piration of the ten day period.

Except as provided in this section, a security interest in proceeds
can be perfected only by the methods or under the circumstances per-

{4) In the event of insolvency proceedings instituted by or against
a debtor, a secured party with a perfected security interest in proceeds
has a perfected security interest only in the following proceeds:
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{a) in identifiable non-cash proceeds and in separate deposit ac-
counts containing only proceeds ;

(b) in identifiable cash proceeds in the form of money which is
ret-neither commingled with other money er-nor deposited in a bank-
deposit account prior to the insolvency proceedings;

(c) in identifiable cash proceeds in the form of checks and the like
which are not deposited in a berdedepogsit account prior to the insol-
vency proceedings; and

(d) in all cash and besk—deposit accounts of the debtor, i ether
eash-in which proceeds have been commingled er depesited in a bank
aeecouwmt—with other funds , but the perfected security interest under
this paragraph (d) is

{i) subject to any right of setoff; and

(ii) limited to an amount not greater than the amount of any cash
proceeds received by the debtor within ten days before the institution
of the insolvency proceedings and eommingled or depesited in a banle
aceount prior to the inselveney proccedings less the amount of eash
proeeeds reecived by the debtor and paid over te the seeured party
during the ten day period-less the sum of (I) the payments to the se-
cured party on account of cash proceeds received by the debtor during
such period and (il) the cash proceeds received by the debtor during
such period to which the secured party is entitled under paragraphs (a)
through (c) of this subsection (4) .

(5) If a sale of goods results in an account or chattel paper which
is transferred by the seller to a secured party, and if the goods are re-
turned to or are repossessed by the seller or the secured party, the fol-
lowing rules determine priorities:

(a) If the goods were collateral at the time of sale for an indebted-
ness of the seller which is still unpaid, the original security interest
attaches again to the goods and continues as a perfected security inter-
est 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 effec-
tive, nothing further is required to continue the perfected status; in any
other case, the secured party must take possession of the returmed or
repossessed goods or must file.

(b) An unpaid transferee of the chattel paper has a security inter-
est in the goods against the transferor. Such security interest is prior
to a security interest asserted under paragraph (a) to the extent that
the transferee of the chattel paper was entitled to priority under sec-
tion 336.9-308.

(¢} An unpaid transferee of the account has a security interest in
the goods against the transferor. Such security interest is subordinate
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to a security interest asserted under paragraph (a).

(d) A security interest of an unpaid transferee asserted under
paragraph (b) or (c) must be perfected for protection against creditors
of the transferor and purchasers of the returned or repossessed goods.

Sec. 19. Minnesota Statutes 1974, Section 336.9-307, is amended
to read:

336.9-307 PROTECTION OF BUYERS OF GOODS. (1) A buyer in
ordinary course of business (subsection (9) of section 336.1-201) other
than a person buying farm products from a person engaged in farming
operations takes free of a security interest created by his seller even
though the security interest is perfected and even though the buyer
knows of its existence.

(2) In the case of consumer goods end in the ease of farm equip-
then fixtures; sce Seetion 336-0-313) , a buyer takes free of a security
interest even though perfected if he buys without knowledge of the se-
curity interest, for value and for his own personal, family or household

purposes er his own farming operations unless prior to the purchase
the secured party has filed a financing statement covering such goods.

(3) A buyer other than a buver in ordinary course of business
(subsection (_) of this section) takes free of a security mterest to the
quires knowledge of the purchase, or more than Q days after th_e Q_uL
chase, whichever first occurs, unless made pursuant to a commitment
entered into without knowledge of the purchase and before the expira-
tion of the 45 day period.

Sec. 20. Minnesota Statutes 1974, Section 336.9-308, is amended
to read:

336.9-308 PURCHASE OF CHATTEL PAPER AND INSTRU-
MENTS. 7 pureheser of ehattel paper er & monrnegotinble instrament
who gives new value end takes pessession of it in the ordinary eourge
of his business and witheut knowledge thet the speeifie paper or in-

and temporary perfection): & purchaser of ehattel paper whe gives
new value and takes pessession of it in the erdinary course of his busi-
ness has priority over a Seeurity interest in ehattel paper whieh is
claimed merely as preceeds of inventory subjeet te a seeurity interest
subjeet to the seeurity interest: A pur urchaser of chattel paper or an in-

chattel paper or instrument
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(a) which is perfected under gection 336.9-304 (permissive filing
and temporary perfection) or under section 336.8-306 (perfection as to
proceeds) if he acts without knowledge that the specific paper ¢r in-
strument is subject to a security interest; or

{b) which is claimed merely as proceeds of inventory subject to g
security interest (section 336.9-306) even though he knows that the

specific paper or instrument js subject to the security interest.

Sec. 21. Minnesota Statutes 1974, Section 336.9-312, is amended
to read:

336.9-312 PRIORITIES AMONG CONFLICTING SECURITY IN-
TERESTS IN THE SAME COILLATERAL. (1) The mles of priority
i : Seetion

where goods lose their identity or become part of & produet: and sce-
tion 336:0-316 on contractual subordinatien—other sections of this part
and in the following sections shall govern when applicable: section
336.4-208 with respect to the security interests of collecting banks in
items being collected, accompanying documents and proceeds; section
336.9-103 on security interests related to other jurisdictions; section

336.9-114 on consignments .

(2) A perfected security interest in crops for new value given to
enable the debtor to produce the crops during the production season
and given not more than three months before the crops become grow-
ing 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 grow-
ing crops by planting or otherwise, even though the person giving new
value had knowledge of the earlier security interest.

€3) A purchase meney security interest in inventeory eoliaterad has
priority over o conflicting seeurity interest in the samme colateral if

) the purchese money security interest is perfeeted at the ime
the debtor reeeives pessession of the colleteral: and

&) any sceured party whose seeurity interest is lmeown to the
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kolder ef the purchase money sceurity interest or wheo; prior to the
date of the filing made by the holder of the purchase money seeurity
interest; had filed 8 financing stetement eovering the same items or
type of inventory; has reccived notifieation of the purehase meney se-
eurity imterest before the debtor receives possession ef the collateral
eevered by the purchase money seeurity interest: and

or expeets te aequire a purchese meoney seeurity interest in inventory
of the debtor. deseribing sueh inventory by item or type:

(3) A perfected purchase money security interest in inventory has
priority over a conflicting security interest in the same inventory and
also has priority in identifiable cash proceeds received on or before the
delivery of the inventory to a buyer if

{a) the purchase money security interest is perfected at the time
the debtor receives possession of the inventory; and

(b) the purchase money secured secured party give nouﬁcatmn in writing

financing statement covering the same types of inventory (i) ‘before the
date of the filing made by the purchase money y secured party, or (ii) be-
fore the beginning of the 21 day period where the purchase meoney se-
curity interest is temporarily perfected without filing or possession
(subsection (5) of section 336.9-304); and

{c) the holder of the conflicting security interest receives the noti-
fication within five years before the debtor receives possession of the
inventory; and

e@cts to acquire a purchase money secunty lnterest in mventory o_f
the debtor, describing such inventory by item or type.

(4) A purchase money security interest in collateral other than in-
veéntory has priority over a conflicting security interest in the same col-
lateral or its proceeds if the purchase money security interest is per-
fected at the time the debtor receives possession of the collateral or
within ten days thereafter.

(5) In all cases not governed by other rules stated in this section
(including cases of purchase money security interests which do not
qualify for the special priorities set forth in subsections (3) and (4) of
this section), pricrity between conflicting security interests in the sarme
collateral shall be determined as folows:

@h&eeﬁerefﬁi&ngﬁbeﬂampeﬁe&edbyﬁimg—reg&diess
336-0-264(1 and

of which seeurity interest attached first under scetion
whether it attached before or after Hling:
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) In the order of perfection unless both are perfected by filing;

of which seeurity interest attached first under section 336-9-

204(1) and; in the ease of o filed sceurity interest; whether it attached
befere or after filing: and

e} In the erder of attachment under seetion 336:5-204(1 %o leng
as neither is perfeeted: according to the following rules:

(a) Conflicting security interests rank according to priority in time
of filing or perfection. Priority dates from the time a filing is first made
covering the collateral or the time the security interest is first per-
fected, whichever is earlier, provided that there is no period thereafter
when there is neither filing nor perfection.

(b) so long as conflicting security interests are unperfected, the
first to attach has priority.

€6) For the purpese of the priority rules of the immediately pre-
eeding suboection; a continuonsiy perfeeted sceurity interest shall be
treated at all thimes ag if perfeeted by filing if it was eriginally so per-
feeted and i shell be treeted at all times as if perfeeted otherwise thean

by filing if it was originelly perfected otherwise than by filing:
(6) For the purposes of subsection (5) a date of filing or pgrfection

fected by filing or the taking of possession, the ecunty mterest has
the same priority for the purposes of subsection (5) with respect to the
future advances as it does w1th res;&t to t.he ﬁrst advance If a com-

Q security interest has the same gnonty w1th esgt _t_g advances
made pursuant thereto. [ In other cases a mrfected security jnterest has

Sec. 22. Minnesota Statutes 1974, Section 336.9-313, is amended
to read:

336.9-313 PRIORITY OF SECURITY INTERESTS IN FIXTURES.
D Fhe rules of this seetion do not apply te geeds incorperated inte &
strueture in the meanner of hwnber, brieles; tile; cement, plass; metal
weosk and the like and ne seeurity intesest in them exdsts under this ar-
mdwheneﬂaergoedsbeeemeﬁﬁmes:?hisehepterdeesnetpreveﬁt
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Hon 4

) A seeurity interest which attaches to gooda after they become
firtures is valid apainst all persons subsequently acquiring interests in
the real estate exeept as stated in subseetion (4 but is invelid asainst
any peraen with an interest in the real estate at the time the seeurity
interest attaches to the goods who has net in writing eonsented to the
Seeurity interest or disclaimed an interest in the geods as fistures:

&%eseeuﬂtymwmdesenbedmsubseeﬂens(%aﬂd@da
not tale prierity oves

{a) & subsequent purehaser for vadue of any interest in the real es-
tote: or

" ) a ereditor with a lien on the real estate subsequently obtained
b¥ judieial preceedings: or

€€} a ereditor with a prior eneuwmbrance of record en the real es-
tate to the extent that he makes subsequent advences

ﬁ%hesubseqﬂentpurehaseasmaée—thehenbygud&emlpreeeed-
irgs is obtained; or the subsequent advance unrder the prior encum-
brance is made or econtraeted for witheut knowledge of the seeurity
irterest and before it ia perfeected: A purchaser of the real estate at a
foreclosure sele other than an encumbrancer purchasing at his own fo-
reelesure sale i3 a subsequent purehaser within this seetion: (1) In this
section and in the provisions of part 4 of this article referring to fixture
filing, unless the context otherwise requires

(a) goods are “ﬁxtures when they become so related to p@rtlcu-

the reqmrements o__f subsection (5) of section 336. 9-402 except in the
case of a fixture filing by a transmitting utility, which shall be gov-
erned by subsection (5) of section 336.9-401.

on land mcludmg the acquisition cost of the land, if the recorded Wnt-
ing so indicates.

(2) A security interest under this article may be created in goods
which are fixtures or may continue in goods which become fixtures,
but no security interest exists under this article in ordinary building
Imaterials incorporated into an improvement on land.

{3) This article does not prevent creation of an encumbrance upon
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fixtures pursuant to real estate law.

(1) A perfected security interest in fixtures has priority over the
conflicting interest of an encumbrancer or owner of the real estate

= e L e R e e e A

where :

(a) the security interest is a2 purchase money security interest, the

fixtures, the security interest is perfected by a fixture filing before the
goods become fixtures or within ten days thereafter, and the debtor
has an interest of record in the real estate or is in possession of the
real estate; or

(b} the security interest is perfected by a fixture filing before the

the encumbrancer or owner, and the debtor has an interest of record in

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

{c) the fixtures are readily removable factory or office machines
or readily removable replacements of domestic appliances which are
consumer goods, and before the goods become fixtures the security in-
terest is perfected by any method permitted by this article; or

(d) the conflicting interest is a lien on the real estate obtained by

epal or equitable proceedings 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 conflicting interest of an encumbrancer or owner of
the real estate where

(a) the encumbrancer or owner has consented in writing to the se-

the security interest continues for a reasonable time.

(6) Notwithstanding paragraph (a) of subsection (4) but otherwise
subject to subsections (4) and (3), a security interest in fixtures is sub-
ordinate to a construction mortgage recorded before the goods become
fixtures if the goods become fixtures before the completion of the con-
struction. To the extent that it is given to refinance a construction

mortgage, a mortgage has this priority to the same extent as the con-
struction mortgage.

= Iy A e s A ==
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63-(8) When under subseetions () er (3 and &b a the secured
party has priority over the elaims of all persens whe have interests in-
subject to the provisions of part 5, remove his collateral from the real
estate but he must reimburse any encumbrancer or owner of the real
estate who is not the debtor and who has not 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 gives
adequate security for the performance of this obligation.

Sec. 23. Minnesota Statutes 1974, Section 336.9-318, is amended
to read:

336.9-318 DEFENSES AGAINST ASSIGNEE; MODIFICATION OF
CONTRACT AFTER NOTIFICATION OF ASSIGNMENT; TERM PRO-
HIBITING ASSIGNMENT INEFFECIIVE; IDENTIFICATION AND
PROOF OF ASSIGNMENT. (1) Unless an account debtor has made an
enforceable agreement not to assert defenses or claims arising out of a
sale as provided in section 336.9-206 the rights of an assignee are sub-
ject to

(a) all the terms of the contract between the account debtor and
the assignor and any defense or claim arising therefrom; and

(b) any other defense or claim of the account debtor against the
assignor which accrues before the account debtor receives notification
of the assignment.

(2) So far as the right to payment or a part thereof under an as-
signed contract right has ret already beecome an seceunt—-has not been
fully earned by performance and notwithstanding notification of the
assignment any modification of or substitution for the contract made
in good faith and in accordance with reasonable commercial standards
is effective against an assignee unless the account debtor has other-
wise agreed but the assignee acquires corresponding rights under the
modified or substituted contract. The assignment may provide that
such modification or substitution is a breach by the assignor.

(3) The account debtor is authorized to pay the assignor until the
account debtor receives notification that the aeeeunt-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 account debtor, the assignee
must seasonably furnish reasonable proof that the assignment has
been made and unless he does so the account debtor may pay the as-
signor.

(4) A term in any contract between an account debtor and an as-
signor whielis ineffective if it prohibits assignment of an account er
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contraet right to which they are pasties is ineffeetive-or prohibits cre-
ation of a security interest in a general intangible for money due or to
become due or requires the account debtor’s consent to such assign-
mernt or security interest .

Sec. 24. Minnesota Statutes 1974, Section 336.9-401, is amended
to read:

336.9-401 PLACE OF FILING; ERRONEQUS FILING; REMOVAL
OF COLLATERAL. (1) The proper place to file in order to perfect a se-
curity interest is as follows:

(a) When the collateral is equipment used in farming operations,
or farm products, or accounts ; eentraet rights; or general intangibles
arising from ot relating to the sale of farm products by a farmer, or
consumer goods, or motor vehicles which are not inventory, then in
the office of the register of deeds in the county of the debtor’'s resi-
dence if the debtor is an individual who is a resident of this state but if
. the debtor is an individual who is not a resident of this state or is a
corporation, partnership or other organization then in the office of the
secretary of state, and in addition when the collateral is crops growing
or t¢ be grown in the office of the register of deeds in the county
where the land en whieh the erops are growing or te be grewn is lo-
cated;

(b) When the collateral is goods whieh at the time the secusity in-
teredt attoehes are of are to become fortures: timber to be cut or is
minerals or the like {(including oil and gas) or accounts subject to sub--

section (_) 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 become fixtures, then in the office of the register of
deeds in the eeunty where the reel estate eoncerned is loeated-where a
meorigage on the real estate would be filed or recorded ;

(c) In all other cases, in the office of the secretary of state.

(2) A filing which is made 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 with the
requirements of this article and is also effective with regard to collat-
eral covered by the financing statement against any person who has
knowledge of the contents of such financing statement.

(3) A filing which is made in the proper place in this state contin-
ues effective even though the debtor's residence in this state or the use
of the collateral, whichever controlled the original filing, is thereafter
changed.

(4) K eoliateral i3 breught into this stete from another jurisdie-
tion; The rules stated in section 336.9-103 determine whether filing is
necessary in this state.
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(5) Notwithstanding the preceding subsections, the proper place

quired by other laws, if applicable, set forth in subsection (3) of section
336.9-302. This filing constitutes a fixture filing (section 336.9-313) as

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

has more than one place of business.

(7)) “Motor vehicle’” means any device propelled or drawn by
any power other than muscular power in, upon, or by which any per-
son or property is or may be transported or drawn upon a highway,
excepting building and road construction equipment.

Sec. 25. Minnesota Statutes 1974, Section 336.9-402, is amended
to read:

336.9-402 FORMAL REQUISITES OF FINANCING STATEMENT;
AMENDMENTS; MORTGAGE AS FINANCING STATEMENT. (1) A fi-
the secured party, is signed by the debtor ard the seeured party , gives
an address of the secured party from which information concerning
the security interest may be obtained, gives a mailing address of the
debtor and contains a statement indicating the types or describing the
items, of collateral. A financing statement may be filed before a secu-
rity agreement is made or a security interest otherwise attaches. When
the financing statement covers crops growing or to be grown er soods
which are or are to beeome fixtures , the statement must also contain
a description of the real estate concerned and the name of the record
ovwner thereof. When the financing statement covers timber to be cut

ject to subsection (5) of section 336.9-103, or when the financing state-
ment is filed as a fixture filing (section 336.9-313) and the collateral is

comply with subsection (5). A copy of the security agreement is suffi-
cient as a financing statement if it contains the above information and
is signed by beth perties-the debtor . A carbon, photographic or other
reproduction of a security agreement or a financing statement is suffi-
cient as a financing statement if the security agreement so provides or

(2) A financing statement which otherwise complies with subsec-
tion (1) is sufficient athewsh~when it is signed enly by the secured
party instead of the debtor when it is filed to perfect a security interest
in

(a) collateral already subject to a security interest in another ju-
risdiction when it is brought into this state , or when the debtor’s loca-

Changes or additions indicated by underline deletlons by strileeent



LAWS of MINNESOTA for 1976 Ch, 135

g

[=4
=

o)

is changed to this state . Such a financing statement must state

t the collateral was brought into this state gr that the debtor’s loca-

as changed to this state under such circumstances : ; or

cgl
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(b) proceeds under section 336.9-306 if the security interest in the
original collateral was perfected. Such a financing statement must de-
scribe the original collateral - ; or

(d) collateral acquired after a change of name, identity or corpo-
rate structure of the debtor (subsection (7)).

(3) A form substantially as follows is sufficient to comply with
subsection (1):

Name of debtor (or assignor)

Name of secured party (or assignee)

Address

1. This financing statement covers the following types (or items)
of property:

(Describe)

2. (If collateral is crops) The above described crops are growing
or are to be grown on:

(Describe real estate and the name of the record owner thereof)

& (f eollateral is goods which are or are to become fisstures) Fhe
abeove deseribed poods are affirced or to be affixed tor

Beseribe real estate and the name of the record owner thereof)
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4. (If preeeeds er products of collateral are claimed)
Preeeeds- Products of the collateral are also covered.
Use whichever signature line is applicable.

Signature of debtor (or assignor)

not extend the period of effectiveness of a financing statement. Fhe
frencing statement and any amendments but If any amendment adds
collateral, it is effective as to the added collateral only from the filing

quires, the term ‘‘financing statement’” means the original financing
statement and any amendments.

(5) A financing statement covering timber to be cut or covering
minerals or the like (including oil and gas) or accounts subject to sub-
section (5) of section 336.9-103, or a financing statement filed as a fix-
ture filing (section 336.9-313) where the debtor is not a transmitting
utility, must show that it covers this type of collateral, must recite that

it is to be filed for record in the real estate records, and the financing

not have an interest of record in the real estate, the financing state-
ment must show the name of a record owner. No description of the
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poses of this subsection, the requirement of a general description is
satisfied if the fixture filing (1) identifies the section, township and
range numbers of the county in which the land is located; (2) identifies

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

to the financing statement is required other than the regular recording
and satisfaction fees with respect to the mortgage,

tion its name, identity or corporate structure that a filed financing
statement becomes seriously misleading, the filing is not effective to
perfect a security interest in collateral acquired by the debtor more

transfer.

6-(8) A financing statement substantially complying with the re-
quirements of this section is effective even though it contains minor er-
rors which are not seriously misleading.

Sec. 26. Minnesota Statutes 1974, Section 336.9-403, is amended
to read:

336.9-403 WHAT CONSTITUTES FILING; DURATION OF FIL-
ING; EFFECT OF LAPSED FILING; DUTIES OF FILING OFFICER. (1)
Presentation for filing of a financing statement and tender of the filing
fee or acceptance of the statement by the filing officer constitutes fil-
ing under this article.

(2) Except as provided in subsection (6) a filed financing state-
ment whieh states a maturity date of the obligation seeured of five
or leas is effeetive until such maturity date and thereefter for a
period of 60 days: Any ether filed finaneing statement is effective for a
period of five years from the date of filing. The effectiveness of a filed
financing statement lapses en the expiration of such 60 day period af-
ter a steted maturity date er on the expiration of suweh-the five year pe-
riod ; es the ease may be; unless a continuation statement is filed prior

Changes or additions Indicated by underline deletions by strikeont




Ch 135 LAWS of MINNESOTA for 1976 383

to the lapse. If a security interest perfected by filing exists at the time
insolvency proceedings are commenced by or against the debtor, the
security interest remains perfected until termination of the insolvency
m& and thereafter for a period of 60 days or until expiration
of the five year period, whichever occurs later egardles of whether
the m statement filed as to that security interest is destroved by

the filing officer pursuant to subsection (3). Upon sueh lapse the secu-
rity interest becomes unperfected : , unless it is perfected without fil-
ing. 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, A filed finaneing steterment
which stutes that the ebligation seeured is payable on demand is effee-

(3) A continuation statement may be filed by the secured party &
within six menths before and 60 days efter a stated maturity dote of
five years or less; and (b otherwise within six months prior to the ex-
piration of the five year period specified in subsection (2). Any such
continuation statement must be signed by the secured party, identify
the original statement by file number, 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 sep-
arate written statement of assignment signed by the secured party of
record and complyving with subsection {2) of section 336.9-405, includ-
ing payment of the required fee. Upon timely filing of the continuation
statement, the effectiveness of the original statement is continued for
five years after the last date to which the filing was effective where-
upon it lapses in the same manner as provided in subsection (2) unless
another continuation statement is filed prior to such lapse. Succeeding
continuation statements may be filed in the same manner to continue
the effectiveness of the original statement. Unless a statute on disposi-
tion of public records provides otherwise, the filing officer may remove
a lapsed statement from the files and destroy it immediately if he has

ter one ! year after the lapse. The filing ofﬁcer er shall S0 arrange matters
by physical annexation of financing statements to continuation state-
ments or other related filings, or by other means, that if he physically
destroys the financing statements of g period more than five years
past, those which have been continued b _y a c_o_g_%it_lqg statement or

MX Droc oceedings are commenced by or agamst th_e debtor th_e se-
cured party shall notify the filing officer both upon tommencement
and termination of the proceedings, and the filing officer ghall not de-
stroy any financing statements filed with respect to the debtor until
termination of the jnsolvency proceedings. The security interest re-
mains perfected until termination of the insolvency proceedings and
thereafter for a period of 60 days or until expiration of the five year
period, whichever occurs later.

(4) Except as provided in subsection (7) a filing officer shall mark
each statement with a eemseeutive file number and with the date and
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hour of filing and shall hold the statement or a microfilm or other pho-
tographic copy thereof for public inspection. In addition the filing offi-
cer shall index the statements according to the name of the debtor and
shall note in the index the file number and the address of the debtor
given in the statement. in addition; i the statements eover colateral
which are or are to become fistures; the filing officer shaill index the
statements aceording to the name of the record owner of the real
tate coneerned: :

(5) The secretary of state shall prescribe uniform forms for state-
ments and samples thereof shall be furnished to all filing officers in the
state. The uniform fee for filing ; indexing, and fumishing filing data
for an eriginal or & contintuntion statement if the uniform form o used

statemnent is subject to subsection (5) of section 336.9-402, $5. The uni-
form fee for each name more than one required to be indexed shail be

person and an extra uniform jndexing fee of $1 shall be paid with re-
spect thereto.

tive as a fixture filing under subsection (6) of section 336.9-402 re-
mains effective as a fixture filing until the mortpage is released or sat-
isfied of record or its effectiveness otherwise terminates as to the real
estate.

the debtor and any owner of record shown on the financing statement

ment were a mortgage of the real estate described. If requested of the
filing officer on the financing statement, a financing statement filed for
record as a fixture filing in the same office where nonfixture filings are
made is effective, without a dual filing, as to collateral listed thereon
for which filing is required in such office pursuant to section 9401 (1)

ment in accordance with subsection (4) using the recording data in lieu
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of a file number.

€6)-(8) The fees provided for in this article shall supersede the fees
for similar services otherwise provided for by law except in the case of
security interests filed in connection with a certificate of title on a mo-
tor vehicle.

Sec. 27." Minnesota Statutes 1974, Section 336.9-404, is amended
to read: .

336.9-404 TERMINATION STATEMENT. (1) If a financing state-

the debtor after there is no outstanding secured obligation and no com-
mitment to make advances, incur obligations or gtherwise give value,

nancing statement was filed, a termination statement to the effect.that
he no longer claims a security interest under the financing statement
which shall be identified by file number. In cther cases whenever there
is no outstanding secured obligation and no commitment to make ad-
vances, incur obligations, or otherwise give value, the secured party
must on written demand by the debtor send the debtor , for each filing
officer with whom the financing statement was filed, a termination
statement to the effect that he no longer claims a security interest un-
der the financing statement, which shall be identified by file number. A
termination statement signed by a person other than the secured party
of record must inelude or be accompanied by the assigament er a sep-
arate written statement of assighment signed by the secured party of
record that he has essigned the seeurity interest to the sigwer of the
terminntien stetement—and complying with subsection (2) of section
336.9-405, including payment of the required fee . Fhe wniform fee for

ment as required by this subsection, or to send such a termination
statement within ten days after proper demand therefor he shall be lia-
ble to the debtor for $100, and in addition for any loss caused to the
debtor by such failure.

(2} On presentation to the filing officer of such a termination
statement he must note it in the index. The filing officer shall remove
from the files; mark “terminated” and send or deliver to the seeured
ment of assipnment; or statement of release pertaining therete: If he
has received the termination statement in duplicate, he shall return one
copy of the termination statement to the secured party stamped to
show the time of receipt thereof. If the filing officer has a microfilm or
other photographic record of the financing statement, and of any re-
lated continuation statement, statement of assignment and statement
of release, he may remove the originals from the files at any time after
receipt of the termination statement, or if he has no such record, he

may remove them from the files at any time after one year after re-
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ceipt of the termination statement.

by the secretary of state the uniforrn fee for filing and indexing a-the
termination statement ineluding sending or delivering the firaneing
staterment shall be $1 and otherwise shall be $2, plus in each case, if
the original financing statement was subject to subsection (5) of sec-
tion 336.9-402, the fee prescribed by section 357.18, subdivision 1,
clause (1). An additional fee of $1 shall be charged for each name more
than one apainst which the termination statement is required to be
filed .

Sec. 28. Minnesota Statutes 1974, Section 336.9-405, is amended
to read:

336.9-405 ASSIGNMENT OF SECURITY INTEREST; DUTIES OF
FILING OFFICER; FEES. (1} A financing statement may disclose an as-
signment of a security interest in the collateral described in the financ-
ing statement by indication in the financing statement of the name and
address of the assignee or by an assignment itself or a copy thereof on
the face or back of the statement. Either the original seeured party or
the assignee may sign this statement as the seeured party: On presen-
tation to the filing officer of such a financing statement the filing offi-
cer shall mark the same as provided in section 336.9-403(4). The uni-
form fee for filing, indexing, and furnishing filing data for a financing
statement so indicating an assignment shall be $2 : , the same as the
fee prescribed in section 336.5-403, clause (5).

(2) A secured party may assign of record all or a part of his rights
under a financing statement by the filing in the place where the origi-
nal financing statement was filed of a separate written statement of as-
signment signed by the secured party of record and setting forth the
name of the secured party of record and the debtor, the file numnber
and the date of filing of the financing statement, and the name and ad-
dress of the assignee and containing a description of the collateral as-
signed. A copy of the assignment is sufficient as a separate statement
if it complies with the preceding sentence. On presentation to the filing
officer of such a separate statement, the filing officer shall mark such
separate statement with the date and hour of the filing. He shall note
the assignment on the index of the financing statement , or in the case
of a fixture filing, or a filing covering timber to be cut, or covering
minerals or the like (including cil and gas) or accounts subject to sub-
section (5) of section 336.9-103, he shall index the assignment under
the name of the assignor as grantor and, to the extent that the law of
this state provides for indexing the assignment of a mortgage under
the name of the assignee, he shall index the assignment of the financ-

each case, if the original financing statement was subject to subsection
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(5) of section 336.9-402, the fee prescribed by section 357.18, subdivi-
sion (1), clause (1). An additional fee of £1 shall be charged for each
name more than one against which the statement of assignment is re-
quired to be indexed. Notwithstanding the provisions of this subsec-

tained in a mortgage effective as a fixture filing (subsection {6) of
section 336.9-402) mav be made only by an assighment of the mort-

act .

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

Sec. 29. Minnesota Statutes 1974, Section 336.9-406, is amended
to read:

336.9-406 RELEASE OF COLLATERAL; DUTIES OF FILING OF-
FICER; FEES. A secured party of record may by his signed statement
release all or a part of any collateral described in a filed financing
statement. The statement of release is sufficient if it contains a de-
scription of the collateral being released, the name and address of the
debtor, the name and address of the secured party, and the file number
of the financing statement. A statement of release signed by a person
other than the secured party of record must be accompanied by a sep-
arate 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 presentation of such a state-
ment of release to the filing officer he shall mark the statement with
the hour and date of filing and shall note the same upon the margin of
the index of the filing of the financing statement. The uniform fee for
filing and noting such a statement of release shall be $2 if the state-

otherwise shall be $3, plus in each case, if the original financing state-
ment was subject to subsection (5) of section 336.9-402, the fee pre-
scribed by section 357.18, subdivision 1, clause (1). An additional fee of
$1 shall be charged for each name more than one against which the
statement of release is required to be indexed .

Sec. 30. Minnesota Statutes 1974, Section 336.9-407, is amended
to read:

336.9-407 INFORMATION FROM FILING OFFICER. (1) If the per-
son filing any financing statement, termination statement, statement of
assignment, 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 filing of the original and deliver or
send the copy to such person.

{2) Upon request of any person, the filing officer shall issue his
certificate showing whether there is on file on the date and hour stated
therein any presently effective financing statement naming a particular
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debtor and any statement of assignment thereof and, if there is, giving
the date and hour of filing of each such statement and the names and
addresses of each secured party therein. The uniform fee for such a
certificate shall be $2 if the reqguest is in the standard formn prescribed
by the secretary of state and otherwise shall be §3 plus $.50 for each
financing statement and for each statement of assignment reported
therein. Upon request the filing officer shall furnish a copy of any filed
financing statement or staternent of assignment for a uniform fee of
$.50 per page.

Sec. 31. Minnesota Statutes 1974, Chapter 336, is amended by
adding a section to read: '

[336.9-408] FINANCING STATEMENTS COVERING CON-
SIGNED OR LEASED GOODS. A consignor or lessor of goods may file

o4

a financing statement using the terms ‘‘consignor,” ‘'consignee,” ''les-

curity (section 336.1-20], clause (37)). However, if it is determined for
other reasons that the consignment or lease is so intended, a security
interest of the consignor or lessor which attaches to the consigned or

leased goods is perfected by such filing. :

Sec. 32. Minnesota Statutes 1974, Chapter 336, is amended by
adding a section to read:

[336.9-410] DESTRUCTION OF OLD RECORDS. Unless a filing
officer has notice of an action pending relative thereto, he may remove
from the files and destroy

(a) a lapsed financing statement, a lapsed continuation statement,
a statement of assignment or release relating to either, and any index
of any of them, one year or more after lapse; and

three years or more after the filing of the termination statement.

Sec. 33. Minnesota Statutes 1974, Section 336.9-501, is amended
to read:

336.9-501 DEFAULT; PROCEDURE WHEN SECURITY AGREE-
MENT COVERS BOTH REAL AND PERSONAL PROPERTY. (1) When
a debtor is in default under a security agreement, a secured party has
the rights and remedies provided in this part and except as limited by
subsection (3) those provided in the security agreement. He may re-
duce his claim to judgment, foreclose, or otherwise enforce the secu-
rity interest by any available judicial procedure. If the collateral is doc-
uments the secured party may proceed either as to the documents or
as to the goods covered thereby. A secured party in possession has the
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rights, remedies, 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 provided in the security agreement, and those pro-
vided 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 disposition of collateral ¢subseetion (1) of seetion 336:0-
BOBY(subsection (3) of section 336.9-504) and with respect to redemp-
tion of collateral (section 336.9-506) but the parties may by agreement
determine the standards by which the fulfillment of these rights and
duties is to be measured if such standards are not manifestly unreason-
able:

{a) Subsection (2) of section 336.9-502 and subsection (2) of sec-
tion 336.9-504 insofar as they require accounting for surplus proceeds
of collateral;

(b) Subsection (3) of section 336.9-504 and subsection (1) of sec-
tion 336.9-505 which deal with disposition of collateral;

{c) Subsection (2) of section 336.9-505 which deals with accep-
tance of collateral as discharge of obligation;

{d) Section 336.9-508 which deals with redemption of collateral,
and

() Subsection (1) of section 336.9-507 which deals with the se-
cured party’s liability for failure to comply with this part.

(4) If the security agreement covers both real and personal prop-
erty, the secured party may proceed under this part as to the personal
property or he may proceed as to both the real and the personal prop-
erty in accordance with his rights and remedies in respect of the real
property in which case the provisions of this part do not apply.

(5) When a secured party has reduced his claim to judgment the
lien of any levy which may be made upon his collateral by virtue of
any execution based upon the judgment shall relate back to the date of
the perfection of the security interest in such collateral. A judicial sale,
pursuant to such execution, is a foreclosure of the security interest by
judicial procedure within the meaning of this section, and the secured
party may purchase at the sale and thereafter hold the collateral free
of any other requirements of this article.

Sec. 34. Minnesota Statutes 1974, Section 336.9-502, is amended
to read:
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336.9-502 COLLECTION RIGHTS OF SECURED PARTY. (1)
When so agreed and in any event on default the secured party is enti-
tled to notify an account debtor or the obligor on an instrument to
make payment.to him whether or not the assignor was theretofore
making collections on the collateral, and also to take control of any
proceeds to which he is entitled under section 336.9-306. .

{2) A secured party who by agreement is entitled to charge back
uncollected collateral or otherwise to full or limited recourse against
the debtor and who undertakes to collect from the account debtors or
obligors must proceed in a cormmercially reasonable manner and may
deduct his reasonable expenses of realization from the collections. If
the security agreement secures an indebtedness, the secured party
must account to the 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 ; eentraet rights; or chattel paper,
the debtor is entitled to any surplus or is liable for any deficiency only
if the security agreement so provides.

Sec. 35. Minnesota Statutes 1974, Section 336.9-504, is amended
to read:

336.9-504 SECURED PARTY’S RIGHT TO DISPOSE OF COLLAT-
ERAL AFTER DEFAULT; EFFECT OF DISPOSITION. (1) A secured
party after default may sell, lease, or otherwise dispose of any or all of
the collateral in its then condition or following any commercially rea-
sonable preparation or processing. Any sale of goods is subject to the
article on sales (article 2). The proceeds of disposition shall be applied
in the order following to

(a) the reasonabie expenses of retaking, holding, preparing for
sale or lease , selling, leasing and the like, and, to the extent provided
for in the agreement and not prohibited by law, the reasonable attor-
neys’ fees and legal expenses incurred by the secured party;

{b) the satisfaction of indebtedness secured by the security inter-
est under which the disposition is made;

(¢) the satisfaction of indebtedness secured by any subordinate
security interest in the collateral if written notification of demand
therefor is received before distribution of the proceeds is completed. If
requested by the secured party, the holder of a subordinate security in-
terest must seasonably furnish reasonable proof of his interest, and un-
less he does so, the secured party need not comply with his demand.

(2) If the security interest secures an indebtedness, the secured
party must account to the debtor for any surplus, and, unless other-
wise agreed, the debtor is liable for any deficiency. But if the underly-
ing transaction was a sale of accounts, contract rights, or chattel pa-
per, the debtor is entitled to any surplus or is liable for any deficiency
only if the security agreement so provides.
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{3) Disposition of the collateral may be by public or private pro-
ceedings and may be made by way of one or more contracts. Sale or
other disposition may be as a unit or in parcels and at any time and
place and on any terms but every aspect of the disposition including
the method, manner, time, place and terms must be commercially rea-
sonable. Unless collateral is perishable or threatens to decline speedily
in value or is of a type customarily sold on a recognized market, rea-
sonable notification of the time and place of any public sale or reason-
able notification of the time after which any private sale or other in-
tended disposition is to be made shall be sent by the secured party to
the debtor, and exeept in the ease of consumer goods te any other per
sen whe has a seeurity interest in the colinteral and whe has duly filed
& finanecing statement indexed in the npame of the debtor in this state or
whe i3 known by the seeured party to have & seeurity interest in the
eoHateral-if he has not signed after default a statement renouncing or

terest in the collateral . The secured party may buy at any public sale
and if the collateral is of a type customarily sold in a recognized mar-
ket or is of a type which is the subject of widely distributed standard
price quotations he may buy at private sale.

(4) When collateral is disposed of by a secured party after default,
the disposition transfers to a purchaser for value all of the debtor’s
rights therein, discharges the security interest under which it is made
and any security 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 requirements of this part or of any judi-
cial proceedings :

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

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

(5) A person who is liable to a secured party under a guaranty,
endorsement, repurchase agreement, or the like and who receives a
transfer of collateral from the secured party or is subrogated to his
rights has thereafter the rights and duties of the secured party. Such a
transfer of collateral is not a sale or disposition of the collateral under
this article.

Sec. 36. Minnesota Statutes 1974, Section 336.9-505, is amended
to read:

336.9-505 COMPULSORY DISPOSITION OF COLLATERAL; AC-
CEPTANCE OF THE COLLATERAL AS DISCHARGE OF OBLIGA-
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TION. (1) If the debtor has paid 60 percent of the cash price in the
case of a purchase money security 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 default a statement renouncing or
modifying his rights under this part a secured party who has taken
possession of collateral must dispose of it under section 336.9-504 and
if he fails to do so within 90 days after he takes possession the debtor
at his option may recover in conversion or under section 336.9-507(1)
on secured party’s Hability.

(2) In any other case involving consumer goods or any other col-
lateral a secured party in possession may, after default, propose to re-
tain the collateral in satisfaction of the obligation. Written notice of
such proposal shall be sent to the debtor end exeept in the ease of con-
sumer goeds to any other seeured party who has a seeurity interest in
the eolateral and whe hes duly filed o financing statement indexed in
the name of the debtor in this state or i3 known by the secured party
in possession te have a security interest in - ¥ the debtor or other
336:5-804-if he has not signed after default a statement renouncing or

eral. If the secured party receives objection in writing from a person
entitled to receive notification within 21 days after the notice was sent,
the secured party must dispose of the collateral under section 336.9-
504 . In the absence of such written objection the secured party may
retain the collateral in satisfaction of the debtor’s obligation.

Sec. 37. Minnesota Statutes 1974, Chapter 336, is amended by
adding sections to read:
Article 11

[336.11-101] EFFECTIVE DATE. This act shall become effective
at 12:01 a.m. on January 1, 1977.

[336.11-102] PRESERVATION OF OLD TRANSACTION PROVI-
SION. The provisions of section 336.10-102 shall continue to apply to

Statutes 1971, Chapter 336 and its amendments by this act shall be
considered one continuous statute.

[336.11-103] TRANSITION TO AMENDED UNIFORM COMMER-
CIAL CODE; GENERAI RULE. Transactions validly entered into after
June 30, 1966 and before January 1, 1977, and which were subject to
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the provisions of Minnesota Statutes 1971, Chapter 336, and which
would be subject to chapter 336 as amended if they had been entered
into after December 31, 1976 and the rights, duties and interests flow-
be terminated, completed, consummated or enforced as required or
permitted by chapter 336 as amended by this act, Security 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 this act, and may be continued as permitted by chapter
336 as amended by this act, except as stated in section 336.11-105.

[336.11-104] TRANSITION PROVISION ON CHANGE OF RE-
QUIREMENT OF FILING. A security interest for the perfection of
which filing or the taking of possession was required under Minnesota
Statutes 1971, Chapter 336, and which attached prior to January 1,
1977 but was not perfected shall be deemed perfected on January 1,
1977 if chapter 336, as amended by this act, permits perfection without
filing or authorizes filing in the office or offices where a prior ineffec-
tive filing was made.

[336,11-105] TRANSITION PROVISION ON CHANGE OF PLACE

e A AR v Y e 2

Statutes 1971, Chapter 336, but not less than five years after the filing.

(2) With respect to any collateral acquired by the debtor subse-
quent to December 31, 1976, any effective financing statement or con-
tinuation statement described in this section shall apply only if the fil-
ing or filings are in the office or offices that would be appropriate to

amended by this act.

. {3) The effectiveness of any financing statement or continuation
statement, filed prior to January 1, 1977 may be continued by a contin-
uation statement as permitted by chapter 336 as amended by this act,
except that if chapter 336, as amended by this act requires a filing in
an office where there was no previous financing statement, a new fi-

that office.

(4) If the record of a mortgage of real estate would have been ef-
fective as a fixture filing of goods described therein if chapter 336 as

g Sl el Lo Aty A1
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as to certain persons without any filing or recording, and if the filing of
a financing statement would be required for the perfection or priority
of the security interest against those persons under chapter 336, as
amended by this act, the perfection and priority rights of the security
interest continue until January 1, 1979. The perfection will then lapse
unless a financing statement is filed as provided in subsection (4) or
unless the security interest is perfected otherwise than by filing.

(2) If a security interest is perfected when chapter 336, as
which requires no further filing, refiling or recording to continue its
perfection, perfection continues until and will lapse January 1, 1980,
unless a financing statement is filed as provided in subsection (4) or
unless the security interest is perfected otherwise than by filing, or un-
less under subsection (3) of section 336.9-302 the other law continues
to govern filing.

{3) If a security interest is perfected by a filing, refiling or record-
ing under a law repealed by this act which required further filing, refil-
ing or recording to continue its perfection, perfection continues and
will lapse on the date provided by the law so repealed for such further
filing, refiling or recording unless a financing statement is filed as pro-
vided in subsection (4) or unless the security interest is perfected oth-
erwise than by filing.

(4) A financing statement may be filed within six months before
the perfection of a security interest would otherwise lapse. Any such
financing statement may be signed by either the debtor or the secured
party. It must identify the security agreement, statement or notice
thowever denominated in any statute or other law repealed or modified

filing or recording, if any, was made with respect thereto, and the fil-
ing number, if any, or book and page, if any, of recording and further
state that the security agreement, statement or notice, however de-
norninated, in another filing office under chapter 336 or under any stat-

tion 336.9-401 and section 336.9-103 determine the proper place to file
such a financing statement, Except as specified in this subsection, the
provisions of section 336.9-403(3) for continuation statements apply to
such a financing statement.

[336.11-107] TRANSITION PROVISIONS AS TO PRIORITIES.
Except as otherwise provided in article 11, Minnesota Statutes 1971,
Chapter 336 shall apply to any questions of priority if the positions of
the parties were fixed prior to January 1, 1977. In other cases ques-
tions of priority shall be determined by chapter 336 as amended by this
act,

{336.11-108] PRESUMPTION THAT RULE OF LAW CONTIN-
UES UNCHANGED. Unless a change in law has clearly been made, the
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the meaning of Minnesota Statutes 1971, Chapter 336,

Sec. 38. Minnesota Statutes 1974, Section 336.9-408, is repealed.

Approved April 3, 1976.

CHAPTER 136—S.F.No.161

An act reiating to highway traffic regulations; required equipment on certain
vehicles; amending Minnesota Statutes 1974, Section 169.733.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MIN-
NESOTA:

Section 1. Minnesota Statutes 1974, Section 169.733, is amended
to read:

169.733 HIGHWAY TRAFFIC REGULATIONS; WHEEL FLAPS
ON TRUCKS AND TRAILERS. Every truck, trailer and-, semi-trailer,
exeepting pole treilers-trailer, and rear-end dump trueks—-truck except-
ing rear-end dump farm trucks shall be provided with wheel flaps or
other suitable protection above and behind the rearmost wheels of the
vehicle or combination of vehicles to prevent, as far as practicable,
such wheels from throwing dirt, water, or other materials on the
windshields of vehicles which follow. Such flaps or protectors shall be

ground clearance of not more than one-fifth of the horizontal distance
from the center of the rearmost axle to the flap under any conditions
of loading or operation of the motor vehicle ard shail be at least as

_— 2t A M

If the motor vehicle is so designed and constructed that the above
requirements are accomplished by means of body construction or other
means of enclosure, then no such protectors or flaps shall be required.

If the rear wheels are not covered at the top by fenders, body or
other parts of the vehicle, the flap or other protective means shall be
extended at least to a point directly above the center of the rearmost
axle.

Lamps or wiring shall not be attached to fender flaps.

Sec. 2, This act is effective January 1, 1977,
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