BILL ANALYSIS

Senate Research Center C.S.SB. 1058
By: Carona
Economic Development
4/7/1999
Committee Report (Substituted)
DIGEST

Currently, in Texas, Chapter 9 of the Busness & Commerce Code follows Article 9 of the Uniform
Commercid Code (UCC), gtating the rights and duties concerning secured transactions.  The officid
sponsors of the UCC have proposed a series of amendmentsto Article 9. The recommendations both
clarify the lega obligations of parties involved in secured transactions and harmonize Article 9 with
modern commercia practices with respect to secured transactions. This bill would revise the Texas
enactment of Article 9.

PURPOSE
As proposed, C.S.S.B. 1058 revises the uniform law on secured transactions.

RULEMAKING AUTHORITY

Rulemaking authority is granted to the Secretary of State in ARTICLE 1(Section 9.526, Business &
Commerce Code) of thishill.

SECTION BY SECTION ANALYSIS

ARTICLE 1. SECURED TRANSACTIONS
SECTION 1.01. Amends Chapter 9, Business & Commerce Code, asfollows.
CHAPTER 9. New heading: SECURED TRANSACTIONS
SUBCHAPTER A. New heading: SHORT TITLE, DEFINITIONS, AND GENERAL CONCEPTS
Sec. 9.101. SHORT TITLE: Uniform Commercial Code--Secured Transactions.

Sec. 9.102. New heading: DEFINITIONS AND INDEX OF DEFINITIONS. Defines
“accesson,” “account,” “account debtor,” “accounting,” “agriculturd lien,” “as-extracted
collaterd,” “authenticate,” “bank,” “cash proceeds,” “certificate of title” “chatte paper,”
“collaterd,” “commercid tort clam,” * commodity account,” “commodity contract,” “ commodity
customer,” “commodity intermediary,” “communicate,” “ consgnee,” “ consgnment,” “consignor,”
“consumer debtor,” “consumer goods,” *consumer-goods transaction,” “consumer obligor,”
“consumer transaction,” “continuation statement,” “debtor,” “deposit account,” “document,”
“dectronic chattel paper,” “encumbrance,” “equipment,” “farm products,” “farming operation,”
“filenumber,” “filing office,” “filing-officerule,” “financing statement,” “fixturefiling,” “fixtures”
“generd intangible” “good fath,” “goods” “governmentd unit,” “hedth-care-insurance
receivable” “instrument,” “inventory,” “investment property,” “jurisdiction of organization,”
“|etter-of-credit right,” “lien creditor,” “manufactured home,” “manufactured-hometransaction,”
“mortgage,” “new debtor,” “new vaue,” “noncash proceeds,” “nonnegotiable certificate of
deposit,” “obligor,” “origind debtor,” “ payment intangible,” “ person related to, with respect to an
individua,” “person related to, with respect to an organization,” * proceeds,” “promissory note,”
“proposa,” “public-finance transaction,” “pursuant to commitment,” “record,” “registered
organization,” “secondary obligor,” “secured party,” “security agreement,” “send,” “software,”
“date” “supporting obligation,” “tangible chattd paper,” “termination satement,” and
“transmitting utility.” Setsforth definitionsin other chapterswhich apply to this chapter. Deletes
existing text concerning the policy and subject matter of the chapter. Deletes existing Section
9.103 concerning the perfection of security interestsin multipletatetransactions. Deletesexisting
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Section 9.104 concerning transactions excluded from thischapter. Deletesexisting Section 9.105
providing definitions and an index to the definitions.

Sec. 9103, PURCHASE-MONEY SECURITY INTEREST; APPLICATION OF
PAYMENTS;, BURDEN OF ESTABLISHING. Defines “purchase-money collaterd” and
“purchase-money obligation.” Setsforth to what extent a security interest in goodsisapurchase-
money security interest. Sets forth to what extent a security interest in software is a purchase-
money security interest. Provides that the security interest of a consignor in goods that are the
subject of a consgnment is a purchase-money Ssecurity interest in inventory. Requires, in a
transaction other than a consumer-goods transaction, the payment to be applied in a certain
method or order under certain conditions, if the extent to which a security interest is a purchase-
money Security interest depends on the application of a payment to a particular obligation.
Providesthat in atransaction other than aconsumer-goodstransaction, apurchase-money security
interest does not lose its status as such, even under certain conditions. Provides that in a
transaction other than aconsumer-goodstransaction, asecured party claiming apurchase-money
security interest has the burden of establishing the extent to which the security interest is a
purchase-money security interest. Provides that the limitation of the rules in Subsections (€)-(g)
to transactions other than consumer-goods transactions is intended to leave to the court the
determination of the proper rules in consumer-goods transactions. Prohibits the court from
inferring from that limitation the nature of the proper rule in consumer-goods transactions, and
authorizes the court to continue to apply established approaches.

Sec. 9.104. CONTROL OF DEPOSIT ACCOUNT. Setsforth the conditions under which a
secured party has control of a deposit account. Provides that a secured party that has satisfied
Subsection (&) has control, even if the debtor retains the right to direct the disposition of funds
from the deposit account.

Sec. 9.105. CONTROL OF ELECTRONIC CHATTEL PAPER. Sets forth the conditions
under which a secured party has control of electronic chattel paper.

Sec. 9.106. CONTROL OF INVESTMENT PROPERTY . Providesthat a person has control
of a certificated security, uncertificated security, or security entitlement as provided in Section
8.106. Setsforth the conditionsunder which asecured party has control of acommodity contract.
Provides that a secured party having control of al security entitlements or commodity contracts
carried in asecuritiesaccount or commodity account has control over the securities account or the
commodity account.

Sec. 9.107. CONTROL OF LETTER-OF-CREDIT RIGHT. Providesthat asecured party has
control of aletter-of-credit right to the extent of any right to payment or performance by theissuer
or any nominated person if the issuer or nominated person has consented to an assgnment of
proceeds of the letter of credit under Section 5.114(c) or otherwise applicable law or practice.
Deletes exigting Section 9.106 defining “account” and “genera intangibles” Deletes existing
Section 9.107 defining “purchase money security interest.” Deletes existing Section 9.108
concerning when after acquired collatera is not security for an antecedent debt. Deletes existing
Section 9.109 to define “ consumer goods,” “equipment,” “farm products,” and “inventory.”

Sec. 9.108. SUFFICIENCY OF DESCRIPTION. Redesignates existing Section 9.110 as
Section 9.108. Provides that except as otherwise provided in Subsections (¢), (d), and (e), a
description of persona and red property is sufficient, whether or not it is specific, if it reasonably
identifies what is described. Provides that a description of collatera reasonably identifies the
collaterd if it identifies the collatera by certain descriptions, except as otherwise provided in
Subsection (d). Providesthat the description of collateral as “dl the debtor’ s assets’ or “dl the
debtor’s persond property” or usng words of smilar import does not reasonably identify the
collateral. Providesthat adescription of asecurity entitlement, securities account, or commodity
account issufficient if it provides certain descriptions, except as otherwise provided in Subsection
(). Provides that a description only by type of collaterd defined in this title is an insufficient
description of certain clams, or in certain transactions or for certain goods or accounts.

Sec. 9.109. SCOPE. Sets forth the scope of this chapter, except as otherwise provided in

Subsections(c), (d), and (e). Providesthat the application of this chapter to asecurity interest in
asecured obligation is not affected by the fact that the obligation isitsalf secured by atransaction
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or interest to which this chapter does not apply. Providesthat this chapter does not apply to the
extent certain laws preempt this chapter or expressy govern a security interest or the rights of a
transferee beneficiary or nominated person under a letter of credit are independent or superior
under Section 5.114. Providesthat this chapter doesnot apply to certain liens, assgnments, sales,

transfers, right of recoupments or set-offs, the creation or transfer of certain interests, theinterest
of avendor or vendeein acontract for deed to purchase an interest inreal property, or theinterest
of an optioner or optioneein an option to purchase aninterest in rea property. Providesthat the
application of this chapter to the sde of accounts, chattel paper, payment intangibles, or
promissory notesis not to recharacterize that sale as a transaction to secure indebtedness but to
protect purchasers of those assets by providing a notice filing system. Requires the parties

characterization of atransaction as a sale of such assets, for al purposes, in the absence of fraud
or intentional misrepresentation, to be conclusivethat the transaction isasde and isnot asecured
transaction and that title has passed to the party characterized as the purchaser regardiess of
whether the secured party has any recourse against the debtor, whether the debtor is entitled to
any surplus, or any other term of the parties agreement. Deletes existing Section 9.112
concerning transactions where collateral is not owned by the debtor.

Sec. 9.110. New heading: SECURITY INTERESTSARISING UNDER CHAPTER 20R 2A.
Redesignates existing Section 9.113 as Section 9.110. Provides that a security interest arising
under, rather than solely under, Section 2.401, 2.505, 2.711(c), or 2A.508(e), rather than the
chapter on Sales (Chapter 2) or the chapter on Leases (Chapter 2A), is subject to this chapter.
Providesthat until the debtor obtains possession of the goods the security interest is enforceable,
even if Section 9.203(b)(3) has not been satisfied, filing is not required to perfect the security
interest, the rights of the secured party after default by the debtor are governed by Chapter 2 or
2A, and the security interest has priority over aconflicting security interest crested by the debtor,
rather than a conflicting security interest created by the debtor in the case of a security interest
arising solely under such chapter. Deletesexisting Section 9.114 regarding consignment. Deletes
existing Section 9.115 regarding investment property. Deletes existing Section 9.116 regarding
security interests arising in the purchase or delivery of afinancid asset. Makes conforming and
nonsubstantive changes.

SUBCHAPTER B. New heading: EFFECTIVENESS OF SECURITY AGREEMENT;
ATTACHMENT OF SECURITY INTEREST; RIGHTS OF PARTIES TO SECURITY
AGREEMENT

Sec. 9.201. New heading: GENERAL EFFECTIVENESS OF SECURITY AGREEMENT.
Provides that a transaction subject to this chapter is subject to any applicable rule of law that
establishes a different rule for consumers and to Title 4, Finance Code, and Chapter 17E.
Provides that in case of conflict between this chapter and a rule of law, statute, or regulation
described in Subsection (b), the rule of law, Satute, or regulation controls. Providesthat failure
to comply with a statute or regulation described in Subsection (b) has only the effect the statute
or regulation specifies. Provides that this chapter does not vaidate any rate, charge, agreement,
or practicethat violatesarule of law, statute, or regulation described in Subsection (b), or extend
the application of the rule of law, statute, or regulation to a transaction not otherwise subject to
it. Deletestext limiting the rules of law, gatutes, or regulations to those governing usury, smal
loans, retall ingtallment sdles, or the like. Makes nonsubstantive changes.

Sec. 9.202. TITLETO COLLATERAL IMMATERIAL. Providesthat the provisions of this
chapter with regard to rights and obligations apply whether titleto collatera isin the secured party
or the debtor, except as otherwise provided with respect to consgnments or sales of accounts,
chattel paper, payment intangibles, or promissory notes. Deletestext providing that the provisons
of this chapter applies with regard to remedies. Makes nonsubstantive changes.

Sec. 9.203. New heading: ATTACHMENT AND ENFORCEABILITY OF SECURITY
INTEREST; PROCEEDS, SUPPORTING OBLIGATIONS, FORMAL REQUISITES.
Provides that a security interest attaches to collateral when it becomes enforceable against the
debtor with respect to the collaterd, unless an agreement expresdy postpones the time of
attachment. Provides that a security interest is enforceable against the debtor and third parties,
rather than or third parties, with respect to the collaterd only if value has been given, the debtor
hasrightsin the collatera or the power to transfer rightsin the collateral to a secured party, and
one of severa certain conditions is met, except as otherwise provided in Subsections (¢)-(j).
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Provides that Subsection (b) is subject to certain sections of this chapter on certain issues.
Providesthat a person becomes bound as debtor by a security agreement entered into by another
person if, by operation of law other than this chapter or by contract certain conditions occur.
Provides that if anew debtor becomes bound as debtor by a security agreement entered into by
another person the agreement sati sfies Subsection (b)(3) with respect to existing or after-acquired
property of the new debtor to the extent the property is described in the agreement and another
agreement is not necessary to make a security interest in the property enforceable. Providesthat
the attachment of a security interest in collatera gives the secured party the rights to proceeds
provided by Section 9.315, rather than 9.306, and is dso attachment of a security interest in a
supporting obligation for the collaterdl. Provides that the attachment of a security interest in a
right to payment or performance secured by a security interest or other lien on persond or redl
property is aso attachment of a security interest in the security interest, mortgage, or other lien.
Providesthat the attachment of a security interest in a securities account is dso an attachment of
asecurity interest in the security entitlements carried in the securities account. Provides that the
attachment of a security interest in acommodity account is aso attachment of a security interest
in the commodity contracts carried in the commodity account. Provides that if a secured party
holds a security interest that applies under this chapter to mineras upon their extraction, and the
security interest dso qudifies under applicable law as a lien on those minerds before their
extraction, thesecurity interest beforeand after productionisasinglecontinuousand uninterrupted
lien on the property. Provides that this subsection is a statement of the law of this state as it
existed before the effective date of this subsection and applies with respect to minerdsregardless
of when the minerads were extracted. Deletestext providing that atransaction, athough subject
to this chapter, isaso subject to Title 79, the provisions of any such statute control in the case of
aconflict, and fallure to comply with any applicable statute has only the specified effect. Makes
nonsubstantive changes. Deletes text providing that the previous provison is subject to certain
sections of this chapter and setting forth conditions under which a security interest is not
enforceableand doesnot attach. Deletestext regarding when asecurity interest attaches. Deletes
text regarding a security interest in minerals.

Sec. 9.204. AFTER-ACQUIRED PROPERTY; FUTURE ADVANCES. Authorizesasecurity
agreement to create or provide for a security interest in after-acquired collateral, except as
provided for in Subsection (b). Prohibits a security interest from attaching under a term
condtituting an after-acquired property clauseto certain goods and clams. Authorizes a security
agreement to provide that collateral secures, or that accounts, chattel paper, payment intangibles,
or promissory notes are sold in connection with, future advances or other value. Makes
conforming changes.

Sec. 9.205. New heading: USE OR DISPOSITION OF COLLATERAL PERMISSIBLE.
Provides that a security interest is not invaid or fraudulent against creditors solely because the
debtor has the right or ability to collect, compromise, enforce, or otherwise ded with collaterd,
accept the return of collateral or make repossessions, or the secured party fails to require the
debtor to account for proceeds or replace collateral. Providesthat this section does not relax the
requirementsof possessionif attachment, perfection, or enforcement of asecurity interest depends
upon possession of the collatera by the secured party, rather than by the secured party or by a
bailee. Makes conforming and nonsubstantive changes.

Sec. 9.206. New heading: SECURITY INTEREST ARISING IN PURCHASE OR
DELIVERY OF FINANCIAL ASSET. Providesthat a security interest in favor of a securities
intermediary attachesto aperson’ ssecurity entitlement under certain conditions. Providesthat the
security interest described in Subsection (a) securesthe person’ sobligation to pay for thefinancia
asst. Providesthat a security interest in favor of a person that ddlivers a certificated security or
other financial asset represented by awriting attachesto the security or other financia asset under
certain conditions, and the agreement cdls for delivery againg payments. Provides that the
security interest described in Subsection (¢) secures the obligation to make payment for the
ddivery. Deletesexisting section regarding agreement not to assert defensesagaingt assigneesand
the modification of sales warranties where a security agreement exigs.

Sec. 9.207. New heading: RIGHTS AND DUTIES OF SECURED PARTY HAVING
POSSESSION OR CONTROL OF COLLATERAL. Requiresasecured party to usereasonable
care in the custody and preservation of collatera in the secured party’s possession, except as
otherwise provided in Subsection (d). Requires the secured party, if the secured party has
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possession of the collaterd, to keep the collaterd identifiable, but fungible collaterd may be
commingled, and authorizes the secured party to use or operate the collatera under certain
conditions, except as otherwise provided by Subsection (d). Authorizes asecured party, except
as provided in Subsection (d), having possession or control of collateral under Section 9.104,
9.105, 9.106, or 9.107 to hold as additional security any proceeds, except money or funds,
received from the collaterd. Requires such secured party to gpply money or funds received from
the collaterd to reduce the secured obligation, unless remitted to the debtor, and authorizes the
secured party to create a security interest in the collateral. Providesthat if the secured party isa
buyer of accounts, chattel paper, payment intangibles, or promissory notes or a cosignor,
Subsection (a) does not apply unless the secured party is provided certain entitlements under an
agreement, and Subsections (b) and (c) do not apply. Deletes text authorizing the secured party
to hold as additiona security any increase or profits (except money) received from the collaterd,
and requiring money received to be gpplied in reduction of the secured obligation, unlessremitted
to the debtor. Deletes text authorizing the secured party to repledge the collatera upon terms
which do not impair the debtor’ sright to redeem it. Deletes text providing that a secured party
with possession or control of collaterd is liable for any loss caused by his falure to meet any
obligation imposed by the preceding subsections but does not lose his security interest. Deletes
text authorizing a secured party to use or operate the collaterd for the purpose of preserving the
collatera or itsvalue or pursuant to acourt order or, except in the case of consumer goods, inthe
manner provided in a security agreement. Makes conforming and nonsubstantive changes.

Sec. 9.208. New heading: ADDITIONAL DUTIES OF SECURED PARTY HAVING
CONTROL OF COLLATERAL. Providesthat this section gppliesto casesin which thereisno
outstanding secured obligation and the secured party is not committed to make advances, incur
obligations, or otherwise give value. Sets forth requirements for a secured party, within 10 days
after receiving an authenticated demand by the debtor, having control of a deposit account under
Section 9.104(3)(2).

Sec. 9.209. DUTIES OF SECURED PARTY IF ACCOUNT DEBTOR HAS BEEN
NOTIFIED OF ASSIGNMENT. Provides that this section gpples under certain conditions,
except as otherwise provided in Subsection (€). Requires a secured party to send to an account
debtor that has received notification of an assgnment to the secured party as assignee under
Section 9.406(a) , within 10 days after receiving an authenticated demand by the debtor, an
authenticated record that releases the account debtor from any further obligation to the secured
party. Provides this section does not apply to an assgnment congtituting the sale of an account,
chattel paper, or payment intangible.

Sec. 9.210. New heading: REQUEST FOR ACCOUNTING; REQUEST REGARDING LIST
OF COLLATERAL OR STATEMENT OF ACCOUNT. Defines “request,” “request for an
accounting,” “request regarding a list of collatera,” and “request regarding a statement of
account.” Requires the secured party, other than a buyer of accounts, chattel paper, payment
intangibles, or promissory notes or a cosignor, to comply with a request within 14 days after
receipt, by performing certain duties, subject to Subsections (), (d), (€), and (f). Authorizes a
secured party that claims a security interest in dl of a particular type of collaterd owned by the
debtor to comply with a request regarding a list of collatera by sending to the debtor an
authenticated record including a statement to that effect by acertain date. Requires a person that
recelves arequest regarding alist of collaterd, clamsno interest in the collaterd when it recelves
the request, and claimed an interest in the collaterd a an earlier time to comply with the request
by acertain date by sending to the debtor an authenticated record containing certain information.
Requires a person that receives a request regarding a request for an accounting or a request
regarding astatement of account, clamsno interest inthe obligationswhenit receivestherequest,
and claimed aninterest in the obligations at an earlier time to comply with the request by acertain
date by sending to the debtor an authenti cated record containing certain information. Providesthat
adebtor isentitled without charge to one response to arequest under this section during any six-
month period. Authorizes a secured party to require payment of a charge not exceeding $25 for
each additiona response. Deletes text authorizing a debtor, when the security agreement or any
other record kept by the secured party identifies the collateral, to request the secured party to
approve or correct a list of the collatera. Deletes text authorizing a debtor to Sign certain
statements. Deletes text providing that if the secured party without reasonable excuse fails to
comply heisliable for any loss caused to the debtor. Deletes text requiring the secured party to
disclose the name and address of any successor in interest known to him. Deletestext providing
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that asuccessor ininterest isnot subject to this section until arequestisreceived by him. Deletes
text providing that adebtor isentitled to astatement from arequest once every six monthswithout
charge. Deletestext authorizing the secured party to require payment of a charge not exceeding
$10 for each additiona statement furnished. Makes conforming and nonsubstantive changes.

SUBCHAPTER C. New heading: PERFECTION AND PRIORITY

Sec. 9.301. New heading: LAW GOVERNING PERFECTION AND PRIORITY OF
SECURITY INTERESTS. Sets forth rules governing perfection, the effect of perfection or
nonperfection, and the priority of asecurity interest in collatera, except as otherwise provided in
Sections 9.303 - 9.306.

Sec. 9.302. LAW GOVERNING PERFECTION AND PRIORITY OF AGRICULTURAL
LIENS. Provides that while farm products are located in a jurisdiction, the loca law of that
jurisdiction governs perfections, the effect of perfection or nonperfection, and the priority of an
agriculturd lien on the farm products.

Sec. 9.303. LAW GOVERNING PERFECTION AND PRIORITY OF SECURITY
INTERESTS IN GOODS COVERED BY A CERTIFICATE OF TITLE. Provides that this
section gppliesto goods covered by acertificate of title. Provides that goods become covered by
a certificate of title when a vaid application for the certificate title and the applicable fee are
delivered to the appropriate authority. Providesthat goods ceaseto be covered by acertificate of
title a the earlier of the time the certificate of title ceases to be effective under the law of the
issuing jurisdiction or the time the goods become covered subsequently by a certificate of title
issued by another jurisdiction. Provides that the loca law of the jurisdiction under whose
certificate of title the goods are covered governs perfection, the effect of perfection or
nonperfection, and the priority of a security interest in goods covered by a certificate of title from
the time the goods become covered by the certificate of title until the goods cease to be covered
by the certificate of title.

Sec. 9.304. LAW GOVERNING PERFECTION AND PRIORITY OF SECURITY
INTERESTS IN DEPOSIT ACCOUNTS. Providesthat the local law of abank’s jurisdiction
governs perfection, the effect of perfection or nonperfection, and the priority of asecurity interest
in a deposit account maintained with that bank. Sets forth the rules determining a bank’s
jurisdiction for the purposes of this subchapter.

Sec. 9.305. LAW GOVERNING PERFECTION AND PRIORITY OF SECURITY
INTERESTSININVESTMENT PROPERTY . Setsforthrulesgoverning perfectionand priority
of security interestsin investment property, except as otherwise provided in Subsection (c). Sets
forth rulesdeterminingacommodity intermediary’ sjurisdictionfor the purposesof thissubchapter.
Setsforth circumstancesunder whichtheloca law of thejurisdictioninwhich the debtor islocated
governs.

Sec. 9.306. LAW GOVERNING PERFECTION AND PRIORITY OF SECURITY
INTERESTS IN LETTER-OF-CREDIT RIGHTS. Provides that the locd law of the issuer’s
jurisdiction or a nominated person’s jurisdiction governs perfection, the effect of perfection or
nonperfection, and the priority of a security interest in a letter-of-credit right if the issuer’s
jurisdiction or nominated person’ sjurisdiction is astate, subject to Subsection (c). Providesthat
for the purposes of this subchapter, an issuer’ sjurisdiction or nominated person’sjurisdiction is
the jurisdiction whose law governs the liability of the issuer or nominated person with respect to
the letter-of-credit right as provided in Section 5.116. Provides that this section does not apply
to a security interest that is perfected only under Section 9.308(d).

Sec. 9.307. LOCATION OF DEBTOR. Defines “place of busness” Sets forth rules
determining a debtor’s location, except as otherwise provided in this section. Provides that
Subsection (b) applies only if a debtor’s resdence, place of business, or chief executive officeis
located in ajurisdiction whose law generdly requires information concerning the existence of a
NONPOSSESSOry security interest to be made generally availablein afiling, recording, or regisiration
system as acondition or result of the security interest’ sobtaining priority over therightsof alien
creditor with respect to the collateral. Providesthat if Subsection (b) does not apply, the debtor
islocatedinthe Digtrict of Columbia. Providesthat aperson that ceasesto exist, have aresidence,
or have aplace of business continuesto belocated in the jurisdiction specified by Subsections (b)
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and (c). Providesthat aregistered organization that isorganized under thelaw of astateislocated
inthat state. Sets forth the rules determining where a registered organization that is organized
under the law of the United States and a branch or agency of abank that is not organized under
thelaw of the United States or a state are located, except as otherwise provided in Subsection (i).
Provides that a registered organization continues to be located in the jurisdiction specified by
Subsection (e) or (f) notwithstanding certain actions affecting the registered organization.
Provides that the United Statesislocated in the Digtrict of Columbia. Provides that a branch or
agency of abank that is not organized under the law of the United States or a stateislocated in
the state in which the branch or agency is licensed, if al branches and agencies of the bank are
licensed in only one state. Providesthat aforeign air carrier under the Federal Aviation Air Act
of 1958 islocated at the designated office of the agent upon which service of processmay be made
on behdf of thecarrier. Providesthat this section appliesonly for the purposes of this subchapter.

Sec. 9.308. WHEN SECURITY INTEREST OR AGRICULTURAL LIEN ISPERFECTED,;
CONTINUITY OF PERFECTION. Providesthat asecurity interest isperfected if it hasattached
and dl of the applicable requirementsfor perfectionin Sections 9.310 - 9.316 have been satisfied,
except as otherwise provided in this section and Section 9.309. Provides that a security interest
isperfected when it attachesif the gpplicable requirements are satisfied before the security interest
ataches. Provides that an agriculturd lien is perfected if it has become effective and dl of the
applicable requirements for perfection in Section 9.310 have been satisfied. Provides that an
agriculturd lien is perfected when it becomes effective if the applicable requirements are satisfied
before the agricultura lien becomes effective. Providesthat asecurity interest or agriculturd lien
is perfected continuoudly if it isoriginaly perfected by one method under this chapter and islater
perfected by another method under this chapter, without an intermediate period when it was
unperfected. Provides that perfection of a security interest in collateral dso perfects a security
interest in asupporting obligation for the collateral. Providesthat perfection of asecurity interest
in aright to payment or performance aso perfects a security interest in a security interest,
mortgage, or other lien on persona or rea property securing theright. Providesthat perfection
of a security interest in a securities account aso perfects a security interest in the security
entitlements carried in the securities account. Provides that perfection of a security interestin a
commodity account also perfects a security interest in the commodities contracts carried in the
commodity account. Deletestext concerning personswho take priority over unperfected security
interests and the rights of a“lien creditor.”

Sec. 9.309. New heading: SECURITY INTEREST PERFECTED UPON ATTACHMENT.
Sets forth cetain types of security interests that are perfected when they attach. Deletes text
regarding when filing is required to perfect a security interest and setting forth the security
interests to which filing provisons of this article do not apply. Redesignates Section 9.302 as
Section 9.309.

Sec. 9.310. WHEN FILING REQUIRED TO PERFECT SECURITY INTEREST OR
AGRICULTURAL LIEN; SECURITY INTERESTS AND AGRICULTURAL LIENS TO
WHICH FILING PROVISIONS DO NOT APPLY. Requiresafinancing statement to befiled
to perfect dl security interests and agriculturd liens, except as otherwise provided in Subsection
(b) and Section 9.312(b). Provides that the filing of a financing statement is not necessarily to
perfect a security interest under certain conditions. Provides that if a secured party assigns a
perfected security interest or agriculturd lien, afiling under this chapter isnot required to continue
the perfected status of the security interest againgt creditors of and transferees from the origina
debtor. Makes conforming and nonsubstantive changes.

Sec. 9.311. PERFECTION OF SECURITY INTERESTS IN PROPERTY SUBJECT TO
CERTAIN STATUTES, REGULATIONS, AND TREATIES. Provides that the filing of a
financing statement is not necessary or effective to perfect a security interest in property subject
to astatute, regulation, or treaty of the United States whose requirementsfor asecurity interest’s
obtaining priority over the rights of alien creditor with respect to the property preempt Section
9.310(a), except as otherwise provided in Subsection (d). Provides that the filing of afinancing
satement is not necessary or effective to perfect a security interest in property subject to a
certificate of title statute of another jurisdiction that providesfor asecurity interest to beindicated
on the certificate asacondition or result of the security interest’ s obtaining priority over therights
of alien creditor with respect to the property. Providesthat compliance with the requirements of
adatute, regulation, or treaty described in Subsection (a) is equivalent to thefiling of afinancing
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statement under this chapter. Authorizes a security interest in property subject to a Statute,
regulation, or treaty described in Subsection (a) to be perfected only by compliance with those
requirements, and providesthat asecurity interest so perfected remains perfected notwithstanding
achangeinthe use or transfer of possession of the collateral, except as provided in Subsection (d)
and Sections 9.313 and 9.316(d) and (e) for goods covered by a certificate of title. Providesthat
duration and renewd of perfection of a security interest perfected by compliance with the
requirements prescribed by astatute, regulation, or treaty described in Subsection (@) aregoverned
by the statute, regulation, or treaty. Providesthat during any period inwhich collatera isinventory
held for sde or lease by a person or leased by that person as lessor and that person is in the
business of selling or leasing goods of that kind, this section does not apply to a security interest
inthat collateral created by that person asdebtor. Deletestext providing that filingisnot necessary
to perfect a security interest in property subject to a statute, or treaty of the United Stateswhich
providesfor anational or internationd registration of certificateof title. Deletestext providing that
thefiling provisons of this subchapter apply to asecurity interest. Deletes existing Section 9.303
regarding when asecurity interest isperfected and the continuity of perfection. Makesconforming
and nonsubgtantive changes.

Sec. 9.312. New heading: PERFECTION OF SECURITY INTERESTS IN CHATTEL
PAPER, DEPOSIT ACCOUNTS, DOCUMENTS, AND GOODS COVERED BY
DOCUMENTS, INSTRUMENTS, INVESTMENT PROPERTY, LETTER-OF-CREDIT
RIGHTS, AND MONEY; PERFECTION BY PERMISSIVE FILING; TEMPORARY
PERFECTION WITHOUT FILING OR TRANSFER OF POSSESSION. Authorizesasecurity
interest in instruments or investment property to be perfected by filing. Sets forth rules for
perfection of security interests. Sets forth the procedure for perfection of a security interest in
goods that are in the possession of a bailee that has issued a negotiable document covering the
goods and the priority of such a security interest. Sets forth the procedure for perfection of a
security interest in goods that are in the possession of a bailee that has issued a nonnegotiable
document coveringthegoods. Providesthat asecurity interestin instrumentsisperfected without
filing or the taking of possession for a period of 20 days, rather than 21 days, from the time it
attaches to the extent that it arises for new vaue given under an authenticated, rather than a
written, security agreement. Providesthat a perfected security interest in a negotiable document
or goods in possession of a bailee, other than one that has issued a negotiable document for the
goods, remains perfected for aperiod of 20 days, rather than 21 days, without filing if the secured
party performs certain actions. Setsforth the conditions under which aperfected security interest
inacertificated security or instrument remains perfected for 20 dayswithout filing. Providesthat
after the 20-day, rather than the 21-day, period specified in Subsection (e), (f) or (g) expires,
perfection depends upon compliance with this chapter. Deletes text establishing the point when
possession of anonnegotiable certificate of deposit in which the secured party istheissuer of the
document exigts; text setting forth when such possession takes priority, text setting forth the
procedure for perfection of a security interest in goods in the possession of the issuer of the
negotiable document; text setting forth the procedure for the perfection of security interest in
goodsinthe possesson of abailee; and text concerning the perfection of asecurity interest without
filing. Redesignates Section 9.304 as Section 9.312. Makes conforming and nonsubstantive
changes.

Sec. 9.313. New heading: WHEN POSSESSION BY ORDELIVERY TO SECURED PARTY
PERFECTSSECURITY INTEREST WITHOUT FILING. Authorizesasecured party to perfect
asecurity interest in negotiable documents, goods, instruments, money, or tangible chattel paper
by taking possession of the collatera, except asprovided in Subsection (b). Authorizes asecured
party to perfect a security interest in certificated securities by taking delivery of the certificated
securities under Section 8.301. Authorizes a secured party to perfect a security interest in goods
covered by acertificate of title by taking possession of thegoodsonly under certain circumstances.
Sets forth the circumstances under which a secured party takes possession of collaterd in the
possession of a person other than the debtor, with respect to collatera other than certificated
securities and goods covered by a document. Provides that if perfection of a security interest
depends upon possession of the collateral by a secured party, perfection occursno earlier than the
time the secured party takes possession and continues only while the secured party retains
possession. Setsforth the procedure for the perfection by ddlivery and continuation of perfection
by delivery of asecurity interest in acertificated security inregistered form. Providesthat aperson
in possession of collaterd is not required to acknowledge that it holds possession for a secured
party’s benefit. Providesthat if a person acknowledges that it holds possession for the secured
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party’ s benefit, the acknowledgment is effective even if the acknowledgment violates the rights of
adebtor and the person does not owe any duty to the secured party and is not required to confirm
the acknowledgment to another person, unless otherwise agreed.  Provides that a secured party
having possession of collatera does not relinquish possession by ddivering the collaterd to a
person other than the debtor or alessee of the collateral from the debtor in the ordinary course of
the debtor’ sbusinessif the person was instructed before or contemporaneoudy with the delivery
to perform certain actions. Provides that a secured party does not relinquish possession, even if
addivery under Subsection (h) violates the rights of a debtor. Provides that a person to which
collaterd is ddlivered does not owe any duty to the secured party and is not required to confirm
the delivery to another person unless the person otherwise agrees or other law provides. Deletes
text providing for perfection by possession of letters of credit and advices of credit, and chattel
paper. Redesignates Section 9.305 as Section 9.313.

Sec. 9.314. PERFECTION BY CONTROL. Authorizes a security interest in investment
property, deposit accounts, letter-of-credit rights, or electronic chattel paper to be perfected by
control of the collateral. Provides that a security interest in deposit accounts, electronic chattel
paper, or |etter-of -credit rightsis perfected by control under Section 9.104, 9.105, or 9.107 when
the secured party obtains control and remains perfected by control only while the secured party
retainscontrol. Setsforththecircumstancesunder which asecurity interestininvestment property
is perfected and remains perfected by control. Deletestext regarding perfection by possession for
certain security interests.

Sec. 9315 New heading: SECURED PARTY’S RIGHTS ON DISPOSITION OF
COLLATERAL AND IN PROCEEDS. Provides that a security interest or agricultural lien
continues in collateral notwithstanding lease or license unless the secured party authorized the
disposition free of the security interest or agriculturd lien; and a security interest attachesto any
identifiable proceeds of collateral, except as otherwise provided in this chapter and Section
2.403(b). Provides that proceeds that are commingled with other property are identifiable
proceeds under certain circumstances. Providesthat asecurity interest in proceedsis a perfected
security interest, rather than acontinuoudy perfected security interest, if theinterest intheorigind
collatera was perfected.  Provides that a perfected security interest in proceeds becomes
unperfected on the 21t day, rather than 10 days, after the security interest attaches to receipt of
the proceeds unless certain conditions are satisfied. Providesthat if a filed financing statement
covers the origina collateral, a security interest in proceeds that remains perfected under
Subsection (d)(1) becomes unperfected by a certain date. Deletes the definition of “proceeds’;
certain conditions required for aperfected security interest in proceedsto reman perfected; text
regarding security interestsin proceedsand asecured party’ srightson thedisposition of collateral.
Redesignates Section 9.306 as Section 9.315. Makes conforming and nonsubstantive changes.

Sec. 9.316. CONTINUED PERFECTION OF SECURITY INTEREST FOLLOWING
CHANGE IN GOVERNING LAW. Ses forth the circumstances under which a perfected
security interest becomes unperfected. Providesthat if asecurity interest described in Subsection
(&) becomes perfected under the law of another jurisdiction before the earliest time or event
described, it remains perfected thereafter. Providesthat if the security interest does not become
perfected under the law of the other jurisdiction before the earliest time or event, it becomes
unperfected and isdeemed never to have been perfected asagainst apurchaser of the collaterd for
vaue. Providesthat a possessory security interest in collatera, other than goods covered by a
certificate of title and as-extracted collateral consisting of goods, remains continuoudy perfected
under certain circumstances. Providesthat a security interest in goods covered by a certificate of
title that is perfected by any method under the law of another jurisdiction when the goods become
covered by a certificate of title from this state remains perfected until the security interest would
have become unperfected under the law of the other jurisdiction had the goods not become so
covered, except as provided in Subsection (€). Provides that a security interest described in
Subsection (d) becomesunperfected asagainst apurchaser of goodsfor vaueand isdeemed never
to have been perfected as againgt apurchaser of the goodsfor vaueif the applicable requirements
for perfection are not satisfied by a certain date. Provides that a security interest in deposit
accounts, letter-of-credit rights, or investment property that is perfected under the law of the
bank’s jurisdiction, the issuer’s jurisdiction, a nominated person’'s jurisdiction, the securities
intermediary’ sjurisdiction, or the commodity intermediary’s jurisdiction remains perfected until
acetan date. Providesthat if a security interest described in Subsection (f) becomes perfected
under the law of the other jurisdiction before the earlier of the time or the end of the period
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described in that subsection, it remains perfected theresfter. Providesthat if the security interest
does not become perfected under the law of the other jurisdiction before the earlier of that time
or the end of that period, it becomes unperfected and is deemed never to have been perfected as
againgt a purchaser of the collatera for vaue.

Sec. 9.317. INTERESTS THAT TAKE PRIORITY OVER OR TAKE FREE OF
UNPERFECTED SECURITY INTEREST OR AGRICULTURAL LIEN. Provides that an
unperfected security interest or agricultura lien is subordinate to the rights of certain persons.
Provides that a buyer, other than secured party, of tangible chattel paper, documents, goods,
instruments, or asecurity certificate takesfree of asecurity interest or agriculturd lienif the buyer
gives vaue and receives delivery of the collateral without knowledge of the security interest or
agriculturd lien and before it is perfected, except as otherwise provided in Subsection ().
Providesthat alessee of goodstakesfree of asecurity interest or agricultura lienif thelesseegives
vaue and receives ddivery of the collatera without knowledge of the security interest or
agriculturd lien and before it is perfected. Provides that a licensee of a generd intangible or a
buyer, other than a secured party, of accounts, electronic chattel paper, genera intangibles, or
investment property other than acertificated security takesfree of asecurity interest if thelicensee
or buyer givesvauewithout knowledge of the security interest and beforeitisperfected. Provides
that if aperson filesafinancing statement with respect to apurchase-money security interest before
or within 20 days after the debtor receives delivery of the collatera, the security interest takes
priority over therights of the buyer, lessee, or lien creditor that arise between the time the security
interest attaches and the time of filing, except as provided in Sections 9.320 and 9.321.

Sec. 9.318. NO INTEREST RETAINED IN RIGHT TO PAYMENT THAT IS SOLD;
RIGHTSAND TITLEOF SELLEROFACCOUNT ORCHATTEL PAPERWITH RESPECT
TO CREDITORSAND PURCHASERS. Providesthat adebtor that has sold an account, chattel
paper, payment intangible, or promissory not does not retain alega or equitable interest in the
collateral sold. Providesthat for purposes of determining therightsof creditorsof, and purchasers
for value of an account or chattel paper from, a debtor that has sold an account or chattel paper,
while the buyer’ s security interest is unperfected, the debtor is deemed to have rights and title to
the account or chattel paper identical to those the debtor sold.

Sec. 9.319. RIGHTS AND TITLE OF CONSIGNEE WITH RESPECT TO CREDITORS
AND PURCHASERS. Providesthat for purposes of determining the rights of creditors of, and
purchasers for value of goods from, a consignee, while the goods are in the possession of the
conggnee, the consignee is deemed to have rights and title to the goods identica to those the
consignor had or had power to transfer, except as provided in Subsection (b). Providesthat for
the purposes of determining therightsof acreditor of aconsignee, other law determinestherights
and title of a consignee while goods are in the consignee’s possession if a perfected security
interest held by the consignor would have priority over the rights of the creditor.

Sec. 9.320. New heading: BUY ERSOF GOODS. Providesthat abuyer of goodsfrom aperson
who used or bought the goodsfor use primarily for persona, family, or household purposestakes
free of a security interest, if the buyer buys under certain conditions, except as provided in
Subsection (€). Providesthat to the extent that it affects the priority of a security interest over a
buyer of goodsunder Subsection (b), the period of effectivenessof afiling madeinthejurisdiction
inwhich the sdler islocated is governed by Sections 9.316(a) and (b). Providesthat abuyer in
ordinary course of business buying ail, gas, or other mineras at the wellhead or minehead or after
extraction takes free of an interest arising out of an encumbrance. Provides that Subsections (a)
and (b) do not affect a security interest in goods in the possession of the secured party under
Section 9.313. Deletes text regarding when a buyer other than a buyer in ordinary course of
business takes free of a security interest; and text prohibiting a secured party from enforcing a
security interest in farm products under certain circumstances. Redesignates Section 9.307 as
Section 9.320. Makes conforming and nonsubstantive changes.

Sec. 9.321. New heading: LICENSEE OF GENERAL INTANGIBLE AND LESSEE OF
GOODS IN ORDINARY COURSE OF BUSINESS. Defines “licensee in ordinary course of
busness” Provides that a licensee in ordinary course of business takes its rights under a
nonexclusivelicensefreeof asecurity interestinthegenerd intangible created by thelicensor, even
if the security interest is perfected and the licensee knows of itsexistence. Providesthat alessee
in ordinary course of business takes its leasehold interest free of a security interest in the goods
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created by the lessor. Deletestext existing Sections 9.309 - 9.311. Redesignates Section 9.308
as Section 9.321.

Sec. 9.322. New heading: PRIORITIESAMONG CONFLICTING SECURITY INTEREST
IN AND AGRICULTURAL LIENSON SAME COLLATERAL. Setsforth rules determining
priority among conflicting security interests and agricultura liensin the same collaterd, except as
provided in this section. Sets forth provisions regarding the time of filing or perfection asto a
Security interestin collaterd. Providesthat asecurity interest in collatera that quaifiesfor priority
over a conflicting security interest under Section 9.327, 9.328, 9.329, 9.330, or 9.331 aso has
priority over a conflicting security interest under certain circumstances, except as provided in
Subsection (f). Providesthat if a security interest in chattel paper, deposit accounts, negotiable
documents, instruments, investment property, or letter-of-credit rights is perfected by a method
other than filing, conflicting perfected security interests in proceeds of the collatera rank
according to priority intime of filing, subject to Subsection () and except as otherwise provided
in Subsection (f). Providesthat Subsection (d) appliesonly if the proceeds of the collatera arenot
cash proceeds, chattel paper, negotiabledocuments, investment property, or | etter-of-credit rights.
Provides that Subsections (a)-(e) are subject to certain other sections. Providesthat a perfected
agricultura lien on collateral has priority over a conflicting security interest in or agricultura lien
on the same collaterd if the Satute creating the agricultura lien so provides.

Sec. 9.323. FUTURE ADVANCES. Providesthat for the purposes of determining the priority
of aperfected security interest under Section 9.322(a)(1), perfection of the security interest dates
from the time an advance is made to the extent that the security interest secures certain advances,
except as provided in Subsection (¢). Providesthat security interest is subordinate to the rights
of aperson that becomes alien creditor while the security interest is perfected only to the extent
that it secures certain advances unlessthe advance is made under certain circumstances, except as
provided in Subsection (¢). Provides that Subsections (a) and (b) do not apply to a security
interest held by a secured party that isabuyer of accounts, chattel paper, payment intangibles, or
promissory notes or aconsignor. Providesthat a buyer of goods other than a buyer in ordinary
course of businesstakesfree of asecurity interest to the extent that it secures advances made after
acertain date, except as provided in Subsection (e). Providesthat Subsection (d) does not apply
if the advance is made pursuant to acommitment entered into without knowledge of the buyer’s
purchase and before the expiration of the 45-day period. Provides that alessee of goods, other
than alessee in ordinary course of business, takes the leasehold interest free of a security interest
to the extent that it secures advances made after a certain date, except as provided in Subsection
(9). Providesthat Subsection (f) does not apply if the advance is made pursuant to acommitment
entered into without knowledge of the lease and before the expiration of the 45-day period.

Sec. 9.324. PRIORITY OF PURCHASE-MONEY SECURITY INTERESTS. Providesthat
aperfected purchase-money security interestingoodsother thaninventory or livestock haspriority
over aconflicting security interest in the same goods, except as provided in Subsection (g), and
provides that a perfected security interest in its identifiable proceeds also has priority, if the
purchase-money security interest isperfected when the debtor recelves possession of thecollateral
or within 20 days thereafter, except as provided in Section 9.327. Provides that a perfected
purchase-money security interest ininventory haspriority over certain conflicting security interests
and identifiable cash proceeds of the inventory under certain circumstances, with certain
exceptions, and subject to certain sections.  Provides that Subsections (b)(2) through (4) apply
only if the holder of the conflicting security interest had filed a financing statement covering the
same types of inventory under certain circumstances. Providesthat a perfected purchase-money
security interest in livestock that are farm products has priority over aconflicting security interest
in the same livestock, subject to Subsection (€) and except as provided in Subsection (g), and
provides that a perfected security interest in their identifiable proceeds and identifiable products
in thelr unmanufactured states also has priority under certain circumstances, except as provided
in Section 9.327. Provides that Subsections (d)(2) through (4) apply only if the holder of the
conflicting security interest had filed a financing statement covering the same types of livestock
under certain circumstances. Provides that a perfected purchase-money security interest in
software has priority over aconflicting security interest in the same collateral, except as provided
in Subsection (g), and providesthat aperfected security interest initsidentifiable proceedsa so has
priority, except as provided in Section 9.327. Provides that if more than one security interest
qudifiesfor priority in the same collaterad under Subsection (a), (b), (d), or (), asecurity interest
securing an obligation incurred as al or part of the price of the collatera has priority over a
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Security interest securing an obligation incurred for value given to enable the debtor to acquire
rightsin or the use of collateral, and in al other cases, Section 9.322(a) appliesto the qualifying
security interests.  Deletes text setting forth the rules of priority concerning certain security
interests; text setting forth therulesfor determining priority inall casesnot governed by other rules
in this section; text stating the date of filing or perfection as to proceeds; and text regarding
security interests in future advances. Makes conforming and nonsubstantive changes.

Sec. 9.325. PRIORITY OF SECURITY INTERESTSIN TRANSFERRED COLLATERAL.
Setsforth conditionsunder whichasecurity interest created by adebtor issubordinateto asecurity
interest in the same collaterd created by another person. Setsforth conditions where Subsection
(&) subordinates a security interest.

Sec. 9.326. PRIORITY OF SECURITY INTERESTS CREATED BY NEW DEBTOR.
Provides that a security interest created by a new debtor that is perfected by afiled financing
statement that is effective solely under Section 9.508 in collateral in which a new debtor has or
acquiresrightsissubordinateto asecurity interest in the samecollateral that isperfected other than
by afiled financing statement, subject to Subsection (b). Providesthat the other provisonsof this
subchapter determine the priority among conflicting security interests in the same collatera
perfected by filed financing statementsthat are effective solely under Section 9.508. Providesthat
if the security agreements to which anew debtor became bound as debtor were not entered into
by the same original debtor, the conflicting security interests rank according to priority in time of
the new debtor’ s having become bound.

Sec. 9.327. PRIORITY OF SECURITY INTERESTSIN DEPOSIT ACCOUNT. Setsforth
the rules governing priority among conflicting security interests in the same deposit account.

Sec. 9.328. PRIORITY OF SECURITY INTERESTSIN INVESTMENT PROPERTY. Sets
forth the rules governing priority among conflicting security interests in the same investment

property.

Sec. 9.329. PRIORITY OF SECURITY INTERESTSIN LETTER-OF-CREDIT RIGHT. Sets
forth the rules governing priority among conflicting security interests in the same letter-of -credit
right.

Sec. 9.330. PRIORITY OF PURCHASER OF CHATTEL PAPER OR INSTRUMENT.
Providesthat apurchaser of chattel paper has priority over a security interest in the chattel paper
that is claimed merely as proceeds of inventory subject to a security interest under certain
circumstances. Providesthat a purchaser of chattel paper has priority over a security interest in
the chattel paper that is claimed other than merdly as proceeds of inventory subject to a security
interest if the purchaser gives new value and takes possession of the chattel paper or obtains
control of the chattel paper in good faith, in the ordinary course of the purchaser’ s business, and
without knowledge that the purchase violates the rights of the secured party. Provides that a
purchaser having priority in chattel paper aso has priority in proceeds of the chattel paper under
certain circumstances, except as provided in Section 9.327. Provides that a purchaser of an
instrument has priority over asecurity interest in the instrument perfected by amethod other than
possession if the purchaser gives vaue and takes possession of the instrument in good faith and
without knowledge that the purchase violates the rights of the secured party, except as provided
in Section 9.331(a). Providesthat the holder of a purchase-money security interest in inventory
gives new value for chattel paper congtituting proceeds of the inventory. Providesthat if chattel
paper or aninstrument indicatesthat it has been assigned to an identified secured party other than
the purchaser, a purchaser of the chattel paper or instrument has knowledge that the purchase
violates the rights of the secured party.

Sec. 9331, PRIORITY OF RIGHTS OF PURCHASERS OF INSTRUMENTS,
DOCUMENTS, AND SECURITIES UNDER OTHER CHAPTERS, PRIORITY OF
INTERESTS IN FINANCIAL ASSETS AND SECURITY ENTITLEMENTS UNDER
CHAPTER 8. Provides that this chapter does not limit the rights of a holder in due course of a
negotiable instrument, a holder to which anegotiable document of title has been duly negotiated,
or aprotected purchaser of asecurity. Providesthat these holdersor purchaserstake priority over
an earlier security interest. Providesthat thischapter doesnot limit therightsof or imposeliability
on a person to the extent that the person is protected against the assertion of an adverse claim.
Providesthat filing does not congtitute notice of aclaim or defenseto certain holders, purchasers,
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Or persons.

Sec. 9.332. TRANSFER OF MONEY; TRANSFER OF FUNDS FROM DEPOSIT
ACCOUNT. Providesthat atransferee of money takesthemoney free of asecurity interest unless
thetransferee actsin collusion with the debtor in violating therights of the secured party. Provides
that atransferee of funds from a deposit account takes the funds free of a security interest in the
deposit account unlessthe transferee actsin collusion with the debtor in violating the rights of the
secured party.

Sec. 9.333. PRIORITY OF CERTAIN LIENSARISING BY OPERATION OF LAW. Defines
“possessory lien.” Provides that a possessory lien on goods has priority over a security interest
in the goods unless the lien is created by a statute that expressy provides otherwise.

Sec. 9.334. New heading: PRIORITY OF SECURITY INTERESTS IN FIXTURES AND
CROPS. Providesthat in cases not governed by Subsections (d)-(h), asecurity interest in fixtures
is subordinate to a conflicting interest of an encumbrancer or owner of the related real property
other than the debtor. Providesthat a perfected security interest in fixtures has priority over the
conflicting interest of an encumbrancer or owner of the red property if the debtor has an interest
of record in or isin possession of the red property and certain other circumstances exist, except
as provided in Subsection (h). Provides that a perfected security interest in fixtures has priority
over a conflicting interest of an encumbrancer or owner of the rea property under certain
circumstances. Provides that the priority of the security interest under Subsection (f) continues
for areasonable time if the debtor’ s right to remove the goods as against the encumbrancer or
owner terminates. Provides that a mortgage is a construction mortgage to the extent that it
securesan obligationincurred for the construction of animprovement onland, if arecorded record
of the mortgage so indicates. Provides that mortgage has a certain priority to the same extent as
a congtruction mortgage to the extent that it is given to refinance a construction mortgage.
Provides that a perfected security interest in crops growing on red property has priority over a
conflicting interest of an encumbrancer or owner of the red property if the debtor has an interest
of recordin or isin possession of thereal property. Redesignates Section 9.313 as Section 9.334.
Deetes definitions of “fixtures,” “fixture filing,” and “construction mortgage.” Deletes text
concerning security interestsin fixturesin certain circumstances; and text concerning Situationsin
which the secured party has priority over al owners and encumbrances of the rea property.
Makes conforming and nonsubstantive changes.

Sec. 9.335. ACCESSIONS. Authorizes a security interest to be created in an accesson and
continuesin collatera that becomes an accession. Provides that if a security interest is perfected
when the collateral becomes an accession, the security interest remains perfected in the collatera.

Providesthat the other provisons of this subchapter determine the priority of a security interest
in the accession, except as provided in Subsection (d). Provides that a security interest in an
accessonissubordinateto asecurity interest in thewholethat is perfected by compliance with the
requirements of a certificate-of-title statute under Section 9.311(b). Authorizes a secured party
to remove an accession from other goodsiif the security interest in the accession has priority over
the clams of every person having an interest in the whole, after default. Requires asecured party
that removes an accession from other goods under Subsection (€) to promptly reimburse any
holder of asecurity interest or other lien on, or owner of, the whole or the other goods, other than
the debtor, for the cost of repair of any physica injury to the whole or the other goods.
Redesignates Section 9.314 as Section 9.335. Deletestext redefining “accessons.” Deletestext
concerning Situations in which a security interest attaches to goods after they become part of a
whole; text providing that the security interest described in Subsections (a) and (b) does not take
priority over certain people; and text stating certain conditions under which a secured party may
remove collateral from the whole.

Sec. 9.336. New heading: COMMINGLED GOODS. Defines*“commingled goods.” Provides
that asecurity interest does not exist in commingled goods as such. Authorizesa security interest
to attach to a product or massthat results when goods become commingled goods. Providesthat
if collateral becomes commingled goods, a security interest attaches to the product or mass.
Provides that the other provisions of this subchapter determine the priority of a security interest
that attaches to the product or mass under Subsection (), except as provided in Subsection (f).
Setsforth the rules determining priority if more than one security interest attaches to the product
or mass. Redesignates Section 9.315 as Section 9.336. Deletes text providing certain Stuations
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in which the security interest continues in the product or mass.

Sec. 9.337. PRIORITY OF SECURITY INTERESTS IN GOODS COVERED BY
CERTIFICATEOF TITLE. Setsforth the consequences if, while asecurity interest in goodsis
perfected by any method under the law of another jurisdiction, this stateissuesacetificate of title
that does not show that the goods are subject to the security interest or contain a statement that
they may be subject to security interests not shown on the certificate.

Sec. 9.338. PRIORITY OF SECURITY INTEREST OR AGRICULTURAL LIEN
PERFECTED BY FILED FINANCING STATEMENT PROVIDING CERTAIN INCORRECT
INFORMATION. Sets forth rules governing when a security interest or agricultura lien is
perfected by a filed financing statement providing information that is incorrect at the time the
financing statement isfiled.

Sec. 9.339. PRIORITY SUBJECT TO SUBORDINATION. Providesthat this chapter does
not preclude subordination by agreement by a person entitled to priority. Redesignates Section
9.316 as Section 9.339. Makes conforming and nonsubstantive changes.

Sec. 9.340. EFFECTIVENESS OF RIGHT OF RECOUPMENT OR SET-OFF AGAINST
DEPOSIT ACCOUNT. Authorizesabank with whichadeposit account ismaintainedto exercise
any right of recoupment or set-off against a secured party that holds a security interest in the
deposit account, except asprovidedin Subsection (¢). Providesthat the application of thischapter
to a security interest in a deposit account does not affect aright of recoupment or set-off of the
secured party as to a deposit account maintained with the secured party, except as provided in
Subsection (c). Provides that the exercise by a bank of a set-off againgt a deposit account is
ineffective against a secured party that holds a security interest in the deposit account that is
perfected by control under Section 9.104(a)(3), if the set-off isbased on aclaim againgt the debtor.

Sec. 9.341. BANK'SRIGHTSAND DUTIESWITH RESPECT TO DEPOSIT ACCOUNT.
Providesthat abank’ srights and dutieswith respect to adeposit account maintained with the bank
are not terminated, suspended, or modified by certain actions, except as otherwise provided in
Section 9.340(c), and unless the bank otherwise agrees in an authenticated record.

Sec. 9.342. BANK’'SRIGHT TOREFUSE TOENTER INTO OR DISCLOSE EXISTENCE
OF CONTROL AGREEMENT. Providesthat this chapter does not require abank to enter into
an agreement of the kind described in Section 9.104(a)(2), even if its customer so requests or
directs. Providesthat abank that has entered into such an agreement is not required to confirm
the existence of the agreement to another person unless requested to do so by its customer.

Sec. 9.343. OIL AND GASINTERESTS: SECURITY INTEREST PERFECTED WITHOUT
FILING; STATUTORY LIEN. Providesthat this section provides asecurity interest in favor of
interest owners, as secured parties, to secure the obligations of the first purchaser of oil and gas
production, as debtor, to pay the purchase price. Providesthat an authenticated record giving the
interest owner aright under real property law operates as a security agreement created under this
chapter. Providesthat the act of thefirst purchaser in Signing an agreement to purchaseoil or gas
production, in issuing a divison order, or in making any other voluntary communication to the
interest owner or any governmental agency recognizing the interest owner’ sright operates as an
authentication of asecurity agreement. Providesthat the security interest provided by thissection
isperfected automaticaly. Providesthat if theinterest of the secured party isevidenced by certain
legd records recorded in the real property records of a county clerk, that record is effective asa
filed financing statement, but no fee is required and there is no requirement of refiling every five
yearsto maintain effectiveness of thefiling. Providesthat the security interest existsin oil and gas
production, and also in the identifiable proceeds of that production owned by, received by, or due
to thefirst purchaser for an unlimited timefor certain proceedsand for thelength of time provided
in Section 9.315 for al other proceeds. Provides that this section creates alien that secures the
payment of al taxesthat are or should be withheld or paid by the first purchaser and alien that
securestherights of any person who would be entitled to asecurity interest under Subsection (a)
except for lack of any adoption of a security agreement by the first purchaser or a lack of
possession or record required by Section 9.203 for the security interest to be enforceable.
Providesthat the security interest and liens created by this section have priority over any purchaser
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who is not abuyer in the ordinary course of the first purchaser’s business, but are cut off by the
sde to a buyer from the first purchaser who is in the ordinary course of the first purchaser’s
business under Section 9.320. Providesthat in either case, a security interest will continue in the
proceeds of the sade by the first purchaser as provided in Subsection (¢). Sets forth the rules
governing prioritiesof the security interestsand dl liens created by this section over other Chapter
9 security interests. Setsforth the rules governing priorities among the security interestsand liens
created by thissection. Providesthat the prioritiesfor statutory liens mentioned in Section 9.333
do not apply to any security interest or statutory lien created by this section. Providesthat if a
pipeline common carrier has a statutory or tariff lien that is effective and enforceable againgt a
trustee in bankruptcy and not invaidated by the Federd Tax Lien Act, that lien has priority over
the security interests and statutory liens created by this section. Provides that if oil and gas
production in which there are security interests or statutory liens created by this section is
commingled with inventory or other production, the rules of Section 9.336 apply. Providesthat
asecurity interest or satutory lien created by this section remains effective against the debtor and
perfected againgt the debtor’ s creditors even if assigned. Provides that if a deed, mineral deed,
assgnment of oil and gaslease, or other such record evidencing the assgnment isfiled inthered
property records of the county, it will have the same effect as filing an amended financing
statement under Section 9.514. Providesthat this section does not impair an operator’ sright to
set-off or withhold funds from other interest owners as security for or in satisfaction of any debt
or security interest. Providesthat in case of a dispute between an operator and another interest
owner, agood faith tender of funds by anyone to the person who the operator and other interest
owner agree on, to a person who otherwise shows himsdlf or hersdlf to be the one entitled to the
funds, or to a court of competent jurisdiction in the event of litigation or bankruptcy operates as
atender of the fundsto both. Authorizesafirst purchaser who actsin good faith to terminate an
interest owner’ s security interest or statutory lien under this section by paying, or by making and
keeping open atender of, the amount the first purchaser believes to be due to the interest owner
to certain people under certain circumstances.  Provides that a person who buys from a first
purchaser can ensurethat the person buysfree and clear of aninterest owner’ s security interest or
gatutory lien by performing certain actions. Providesthat if atender that isvaid theregfter fails,
the security interest and liens governed by this section remain effective. Providesthat in addition
to the usua remedy of sequestration available to secured parties, and the remedies given in
Subchapter F, the holders of security interests and liens create by this section have available to
them, to the extent congtitutionally permitted, certain remedies. Provides that the rights of any
person claiming under a security interest or lien created by this section are governed by the other
provisons of this chapter except to the extent that this section necessarily displaces those
provisons. Providesthat this section does not invaidate or otherwise affect the interests of any
person in any red property before severance of any oil or gas production. Provides that the
security interest created under Subsections (a) and (b) do not apply to proceeds of gas production
that have been withheld, in cash or account form, by a purchaser under Section 201.204(c), Tax
Code. Defines “ail and gas production,” “interest owner,” “first purchaser,” and “ operator.”
Deletes existing Sections 9.317 - 9.319.

SUBCHAPTER D. New heading: RIGHTS OF THIRD PARTIES

Sec. 9.401. ALIENABILITY OF DEBTOR' SRIGHTS. Providesthat whether adebtor’ srights
in collatera may be voluntarily or involuntarily transferred is governed by other law, except as
provided in Subsection (b) and Sections 9.406 - 9.409. Providesthat an agreement between the
debtor and secured party that prohibits atransfer of the debtor’ srightsin collaterd or makes the
transfer a default does not prevent the transfer from taking effect.

Sec. 9.402. SECURED PARTY NOT OBLIGATED ON CONTRACT OF DEBTORORIN
TORT. Providesthat the existence of asecurity interest, agricultura lien, or authority givento a
debtor to dispose of or use collateral, without more, does not subject a secured party to liability
in contract or tort for the debtor’ s acts or omissions.

Sec. 9.403. AGREEMENT NOT TO ASSERT DEFENSESAGAINST ASSIGNEE. Defines
“value” Provides that an agreement between an account debtor and an assignor not to assert
againg an assgnee any claim or defense that the account debtor may have againgt the assignor is
enforceable by an assgnee that takes certain assgnments under certain conditions. Providesthat
Subsection 9(b) does not apply to defenses of atype that may be asserted against aholder in due
course of anegotiableinstrument under Section 3.305(b). Providesthat inaconsumer transaction,
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if arecord evidences the account debtor’ s obligation, law other than this chapter requiresthat the
record include a statement to the effect that the rights of an assignee are subject to claims and
defensesthat the account debtor could assert against the origina obligee, and the record does not
include certain atements. Providesthat this section is subject to law other than this chapter that
establishes a different rule for an account debtor who is an individua and who incurred the
obligation primarily for persona, family, or household purposes. Providesthat this section does
not displace law other than this chapter that gives effect to an agreement by an account debtor not
to assert aclam or defense againgt an assignee, except as provided in Subsection (d).

Sec. 9.404. RIGHTSACQUIRED BY ASSIGNEE; CLAIMS AND DEFENSES AGAINST
ASSIGNEE. Providesthat unless an account debtor has made an enforceable agreement not to
assart defenses or claims, and subject to Subsection (b)-(e), the rights of an assignee are subject
to certain terms, defenses, and clams.  Authorizes the claim of an account debtor against an
assignor to be asserted against an assignee only to reduce the amount the account debtor owes,
subject to Subsection (¢) and except as provided in Subsection (d). Providesthat this sectionis
subject to law other than this chapter that establishes a different rule for an account debtor who
is an individuad and who incurred the obligation primarily for persond, family, or household
purposes. Provides that in a consumer transaction, if a record evidences the account debtor’s
obligation, law other than this chapter requiresthat the record include a statement to the effect that
the account debtor’ s recovery against an assignee with respect to clams and defenses againgt the
assignor may not exceed amounts paid by the account debtor under the record, and the record
does not include such a statement, the extent to which a claim of an account debtor againgt the
assignor may be asserted againgt an assignee is determined as if the record included such a
satement. Provides that this section does not gpply to an assgnment of a hedth-care-insurance
receivable.

Sec. 9.405. MODIFICATION OF ASSIGNED CONTRACT. Providesthat a modification of
or subgtitution for an assigned contract is effective against an assignee if made in good faith.
Provides that the assignee acquires corresponding rights under the modified or substituted
contract. Authorizes the assignment to provide that the modification or subgtitution is a breach
of contract by the assignor. Providesthat this subsection is subject to Subsections (b)-(d). Sets
forth the rights to payment to which Subsection (a) applies. Providesthat this section is subject
to law other than this chapter that establishes a different rule for an account debtor who is an
individua and who incurred the obligation primarily for persond, family, or household purposes.
Provides that this section does not apply to an assgnment of a hedlth-care-insurance receivable.

Sec. 9.406. DISCHARGE OF ACCOUNT DEBTOR; NOTIFICATION OF ASSIGNMENT;
IDENTIFICATION AND PROOFOFASSIGNMENT; RESTRICTIONSON ASSIGNMENT
OF ACCOUNTS, CHATTEL PAPER, PAYMENT INTANGIBLES, AND PROMISSORY
NOTES INEFFECTIVE. Authorizes an account debtor on an account, chattel paper, or a
payment intangible to discharge its obligation by paying the assignor until, but not after, the
account debtor receives a notification, authenticated by the assignor or the assignee, that the
amount due or to become due has been assigned and that payment isto be made to the assignee,
subject to Subsections (b)-(i). Authorizes the account debtor, after receipt of the notification, to
discharge its obligation by paying the assgnee, and prohibits the discharge of the obligation by
paying the assignor. Providesthat notification is ineffective under Subsection (a) under certain
circumstances, subject to Subsection (h). Requires an assignee to seasonably furnish reasonable
proof that the ass gnment hasbeen made, if requested by the account debtor, subject to Subsection
(h). Authorizes the account debtor to discharge its obligation by paying the assgnor, unlessthe
assignee complies. Sets forth actions the extent to which a term in an agreement between the
account debtor and an assignor or in a promissory note isineffective. Provides that Subsection
(d) does not gpply to the sale of apayment intangible or promissory note. Providesthat arule of
law, statute, or regulation that prohibits, restricts, or requires the consent of a government,
governmenta body or official, or account debtor to the assgnment or transfer of, or creation of
a security interest in, an account or chattel paper is ineffective to a certain extent. Prohibits an
account debtor from waiving or varying its option under Subsection (b)(3), subject to Subsection
(h). Providesthat this section is subject to law other than this chapter that establishes a different
rule for an account debtor who is an individua and who incurred the obligation primarily for
persond, family, or household purposes. Provides that this section does not apply to an
assgnment of a hedlth-care-insurance receivable.
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Sec. 9.407. RESTRICTIONS ON CREATION OR ENFORCEMENT OF SECURITY
INTEREST IN LEASEHOLD INTEREST OR IN LESSOR' SRESIDUAL INTEREST. Sets
forth the rules governing when aterm in a lease agreement is ineffective, except as otherwise
provided in Subsection (b). Setsforth the rules governing when aterm described in Subsection
(A(2) is effective, except as provided in Section 2A.303(g). Provides that the creation,
attachment, perfection, or enforcement of asecurity interest inthelessor’ sinterest under the lease
contract or the lessor’ s residud interest in the goodsis not a transfer that materialy impairs the
lessee’ s prospect of obtaining return performance or materially changes the duty of or materidly
increase the burden or risk imposed on the lessee within the purview of Section 2A.303(d) unless
enforcement actudly results in a delegation of materia performance of the lessor.

Sec. 9.408. RESTRICTIONS ON ASSIGNMENT OF PROMISSORY NOTES, HEALTH-
CARE-INSURANCE RECEIVABLES, AND CERTAIN GENERAL INTANGIBLES
INEFFECTIVE. Provides that a term in a promissory note or in an agreement between an
account debtor and a debtor that relates to a hedth-care-insurance recelvable or a generd
intangible, and which term prohibits, restricts, or requires the consent of the person obligated on
the promissory note or the account debtor to, the assgnment or transfer of, or creation,
attachment, or perfection of a security interest in the promissory note, health-care-insurance
receivable, or generd intangible, is ineffective to the extent that certain events may occur.
Provides that Subsection (8) applies to a security interest in a payment intangible or promissory
note only if the security interest arises out of a sae of the payment intangible or promissory note.
Providesthat arule of law, statute, or regulation that prohibits, restricts, or requires the consent
of certain entities or persons to the assgnment or transfer of, or creation of a security interest in,
a promissory note, health-care-insurance receivable, or general intangible between an account
debtor and a debtor, isineffective to a certain extent. Provides that to the extent that atermin a
promissory note or in an agreement between an account debtor and a debtor that relates to a
hedlth-care-insurance receivable or generd intangible or a rule of law, statute, or regulation
described in Subsection (¢) would be effective under other law but isineffective under Subsection
(& or (c), the crestion, attachment, or perfection of a security interest in the promissory note,
hedth-care-insurancereceivable, or generd intangibleisnot enforceableagaingt certain people, and
does not require, impose on aduty on, or entitle certain people to perform certain actions.

Sec. 9.409. RESTRICTIONS ON ASSIGNMENT OF LETTER-OF-CREDIT RIGHTS
INEFFECTIVE. Providesthat aterm in aletter of credit or arule of law, statute, regulation,
custom, or practice gpplicableto theletter of credit that prohibits, restricts, or requiresthe consent
of an gpplicant, issuer, or nominated person to a beneficiary’s assgnment of or credtion of a
security interest in a letter-of-credit right is ineffective to a certain extent. Provides that to the
extent that aterm in aletter of credit is ineffective under Subsection (a) but would be effective
under law other than this chapter or a custom or practice applicable to the letter of credit, to the
transfer of aright to draw or otherwise demand performance under the letter of credit, or to the
assignment of aright to proceeds of the letter of credit, the creation, attachment, or perfection of
asecurity interest in the letter-of-credit right is not enforceabl e againgt certain people, imposesno
duties on certain people, and does not require certain people to recognize the security interest or
pay or render performanceto the secured party, or accept payment or other performancefrom the
secured party.

SUBCHAPTERE. FILING

Sec. 9.501. New heading: FILING OFFICE. Sets forth the correct office to file a financing
satement to perfect certain security interests or agricultura liens, except as provided in
Subsection (b). Sets forth the proper place to file a financing statement to perfect a security
interestin collatera of atransmitting utility. Providesthat the financing statement also congtitutes
a fixture filing as to the collatera indicated in the financing statement that is or is to become
fixtures. Deletes text concerning erroneous filing and the remova of collaterd.; and text
concerning the proper place to file in order to perfect certain security interests. Redesignates
Section 9.401 as Section 9.501.

Sec. 9.502. New heading: CONTENTS OF FINANCING STATEMENT; RECORD OF
MORTGAGE AS FINANCING STATEMENT; TIME OF FILING FINANCING
STATEMENT. Providesthat afinancing statement is sufficient only if the statement includes
certain information, subject to Subsection (b). Sets forth certain information required to bein a
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financing statement that covers as-extracted collateral or timber to be cut, or that isfiled as a
fixture filing and covers goods that are or are to become fixtures, except as provided in Section
9.501(b). Setsforth the conditions under which arecord of amortgage is effective as afinancing
statement filed as a fixture filing or as a financing statement covering as-extracted collateral or
timber to becut. Authorizesafinancing statement to befiled before a security agreement ismade
or asecurity interest otherwise attaches. Deletestext setting forth formal requisites of afinancing
datement. Deletes certain conditions under which a record of a mortgage is effective as a
financing statement. Redes gnates Section 9.402 as9.502. Makesconforming and nonsubstantive
changes.

Sec. 9.503. NAME OF DEBTOR AND SECURED PARTY. Setsforth the rules governing
when afinancing statement sufficiently providesthe name of the debtor. Providesthat afinancing
statement that provides the name of the debtor in accordance with Subsection (a) is not rendered
ineffective by the absence of certaininformation. Providesthat afinancing statement that provides
only the debtor’ s trade name does not sufficiently provide the name of the debtor. Providesthat
falluretoindicatetherepresentative capacity of asecured party or representative of asecured party
does not affect the sufficiency of a financing Statement.  Authorizes a financing statement to
provide the name of more than one debtor and the name of more than one secured party. Deletes
text setting forth additional rules governing when afinancing statement sufficiently providesthe
name of the debtor.

Sec. 9.504. INDICATION OF COLLATERAL. Providesthat afinancing statement sufficiently
indicates the collaterd that it coversonly if the financing Statement provides certain information.

Sec. 9.505. FILING AND COMPLIANCE WITH OTHER STATUTES AND TREATIES
FORCONSIGNMENTS, LEASES, OTHERBAILMENTS, AND OTHER TRANSACTIONS.
Sets forth other terms a consignor, lessor, or other bailor of goods, a licensor, or a buyer of a
payment intangible or promissory note may usein afinancing statement or use to comply with a
statute or treaty described in Section 9.311(a), instead of “secured party” and “debtor.” Provides
that this subchapter applies to the filing of a financing statement under Subsection (a) and to
compliance that is equivaent to filing afinancing statement under Section 9.311(b), but thefiling
or compliance is not of itself afactor in determining whether the collateral secures an obligation.
Provides that if it is determined for another reason that the collatera secures an obligation, a
security interest held by the consignor, lessor, bailor, licensor, owner, or buyer thet attachesto the
collatera is perfected by the filing or compliance.

Sec. 9.506. EFFECT OF ERRORS OR OMISSIONS. Provides that a financing statement
subgtantialy satisfying the requirements of this subchapter is effective, even if it has minor errors
or omissions, unlessthe errors or omissions make the financing statement serioudy mideading.
Provides that a financing statement that fails sufficiently to provide the name of the debtor in
accordance with Section 9.503(a) is serioudy mideading, except as provided in Subsection (C).
Providesthat if a search of the records of the filing office under the debtor’ s correct name, using
the filing office’ s standard search logic, would disclose afinancing statement that fails sufficiently
to provide the name of the debtor in accordance with Section 9.503(@), the name provided does
not make the financing statement serioudy mideading. Defines* debtor’ s correct name.” Makes
conforming and nonsubstantive changes.

Sec. 9.507. New heading: EFFECT OF CERTAIN EVENTS ON EFFECTIVENESS OF
FINANCING STATEMENT. Provides that a filed financing statement remains effective with
respect to collatera that issold, exchanged, |eased, licensed, or otherwisedisposed of andinwhich
asecurity interest or agricultura lien continues. Providesthat afinancing satement isnot rendered
ineffective if, after the financing statement is filed, the information provided in the financing
statement becomes serioudy mid eading under Section 9.506, except asprovided in Subsection (¢)
and Section 9.508. Sets forth the effects if a debtor so changes its name that afiled financing
statement becomesserioudy mideading under Section 9.506. Deletestext stating what congtitutes
filing; text concerning the duration of afiling; and text concerning the effect of alapsed filing and
the duties of afiling officer. Redesignates Section 9.403 as Section 9.507.

Sec. 9.508. EFFECTIVENESS OF FINANCING STATEMENT IF NEW DEBTOR

BECOMESBOUND BY SECURITY AGREEMENT. Providesthat afiled financing statement
naming an origina debtor is effective to perfect a security interest in collateral in which a new
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debtor has or acquires rightsto the extent that the financing statement would have been effective
had the original debtor acquired rights in the collateral. Sets forth the effects if the difference
between the name of the origina debtor and that of the new debtor causes a filed financing
statement that is effective under Subsection (@) to be serioudy mideading under Section 9.506.
Provides that this section does not apply to collaterd as to which a filed financing statement
remains effective againg the new debtor under Section 9.507(a).

Sec. 9.509. PERSONSENTITLED TOFILE A RECORD. Authorizesapersontofileaninitia
financing statement, amendment that adds collateral covered by a financing statement, or
amendment that addsadebtor to afinancing statement only under certain conditions. Providesthat
a debtor or new debtor authorizes the filing of an initid financing statement covering certain
collatera and property, by authenticating or becoming bound as adebtor by asecurity agreement.
Provides that a debtor authorizes the filing of an initial financing statement, and an amendment,
covering the collateral and property that becomes collatera under Section 9.315(a)(2) by
acquiring collatera in which a security interest or agriculturd lien continues under Section
9.315(a)(1). Authorizes a person to file an amendment other than an amendment that adds
collatera covered by a financing statement or an amendment that adds a debtor to a financing
statement only under certain conditions. Authorizes each secured party of record to authorize the
filing of an amendment under Subsection (d).

Sec. 9.510. EFFECTIVENESS OF FILED RECORD. Providesthat afiled record is effective
only to the extent that it wasfiled by a person that may file it under Section 9.509. Provides that
arecord authorized by one secured party of record does not affect the financing statement with
respect to another secured party of record. Providesthat acontinuation statement that isnot filed
within the six-month period prescribed by Section 9.515(d) isineffective.

Sec. 9.511. SECURED PARTY OF RECORD. Provides that a secured party of record with
respect to afinancing statement is a person whose name is provided as the name of the secured
party or arepresentative of the secured party in an initid financing statement that has been filed.
Provides that the assgnee named in the initial financing statement is the secured party of record
with respect to the financing statement, if an initid financing statement is filed under Section
9.514(a). Providesthat person named in afiled amendment of afinancing statement that provides
the name of a person as a secured party or arepresentative of a secured party is a secured party
of record. Providesthat the assignee named in an amendment filed under Section 9.514(b) isa
secured party of record. Providesthat a person remains a secured party of record until the filing
of an amendment of the financing statement that deletes the person.

Sec. 9.512. AMENDMENT OF FINANCING STATEMENT. Authorizes aperson to amend
a financing statement, subject to Section 9.509 by filing an amendment containing certain
information. Providesthat thefiling of an amendment does not extend the period of effectiveness
of the financing statement, except as provided in Section 9.515. Provides that an amended
financing statement with an amendment that adds collateral is effective as to the added collatera
only from the date of thefiling of the amendment. Providesthat an amended financing statement
with an amendment adding a debtor is effective as to the added debtor only from the date of the
filing of the amendment. Setsforth the extent to which an amendment isineffective. Authorizes
asecured party to change the name or mailing address of the secured party in more than onefiling
statement by filing a master amendment setting forth certain information. Requires the secured
party to aso provide filing information in computer-readable form prescribed by the Secretary of
State.

Sec. 9.513. TERMINATION STATEMENT. Requires a secured party to cause the secured
party of record for afinancing statement to file atermination statement for the financing statement
under certain conditions. Requiresasecured party to cause the secured party of record to filethe
termination statement by acertain date to comply with Subsection (). Requiresthe secured party
to cause the secured party of record for a financing statement to send the debtor a termination
statement for the financing statement or file the termination statement in thefiling statement under
certain circumstances, within 20 days after asecured party receives an authenticated demand from
adebtor, in cases not governed by Subsection (a). Providesthat the financing statement to which
the termination Statement rel ates ceases to be effective upon thefiling of atermination statement,
except as provided in Section 9.510. Deletestext concerning the date by which a secured party
mugt file the termination statement and the requirements for a termination statement and other
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filing requirements. Redesignates Section 9.404 as Section 9.513. Makes conforming and
nonsubstantive changes.

Sec. 9.514. New heading: ASSIGNMENT OF POWERS OF SECURED PARTY OF
RECORD. Authorizesaninitia financing statement to reflect an assgnment of al of the secured
party’ s power to authorize an amendment to the financing statement by providing the name and
mailing address of the assignee as the name and address of the secured party, except as provided
in Subsection (c). Authorizes a secured party of record to assign of record all or a part of its
power to authorize an amendment to afinancing statement by filing an amendment to thefinancing
statement containing certaininformation. Authorizesan assignment of record of asecurity interest
in afixture covered by arecord or amortgage to be made only by an assgnment of record of the
mortgage in the manner provided by the law of this state. Authorizes a secured party of record
to assign of record dl of the secured party’ s rights under more than one financing statement by
filing amaster assgnment. Requires the secured party to provide filing information in computer-
readable form prescribed by the Secretary of State. Deletes text concerning the assignment of
security interests, and text concerning the duties of the filing officers and fees. Redesignates
Section 9.405 as Section 9.514. Makes conforming and nonsubstantive changes.

Sec. 9.515. DURATION AND EFFECTIVENESSOFFINANCING STATEMENT; EFFECT
OF LAPSED FINANCING STATEMENT. Providesthat afiled financing statement iseffective
for a period of five years after the date of filing, except as provided in Subsections (b)-(g).
Providesthat an initial financing statement filed in connection with a public-finance transaction or
manufactured-home transaction is effective for a certain period under certain conditions, except
asprovided in Subsections (€) - (g). Providesthat the effectiveness of afiled financing statement
lapses on the expiration of the effectiveness period unless a continuation statement is filed prior
to the lapse. Provides that upon lapse, a financing statement ceases to be effective and any
perfected security interest or agricultura lien becomes unperfected, unless perfected otherwise.
Provides that if the security interest or agricultural lien become unperfected upon lapse, it is
deemed never to have been perfected asagaingt apurchaser of the collatera for value. Authorizes
a continuation statement to be filed for a certain finite period. Provides the effective period for a
properly filed continuation statement, except asprovided in Section 9.510. Providesthat upon the
expiration of a continuation statement, the financing statement lapses in the same manner as
provided in Subsection (c), unless another continuation statement is filed before the lapse.
Authorizes succeeding continuation statements to be filed in the same manner. Providesthat the
financing statement is effective until atermination statement isfiled if the debtor isatransmitting
utility and afiled financing statement so indicates. Provides that arecord of a mortgege that is
effective as a financing statement filed as a fixture filing remains effective until the mortgage is
release or satisfied of record or its effectiveness otherwise terminates.

Sec. 9.516. WHAT CONSTITUTESFILING; EFFECTIVENESSOF FILING. Providesthat
communication of arecord to afiling office and tender of thefiling fee or acceptance of the record
by the filing office congtitutes filing. Sets forth the conditions where filing does not occur with
respect to arecord that afiling office refuses to accept. Setsforth the conditions under which a
record does not provide information or does not indicate that it is an amendment or the relating
initia financing statement. Provides that arecord that is communicated to the filing office with
tender of the filing fee, but that the filing office refuses to accept for areason other than one set
forth in Subsection (b), is effective as afiled record except as against certain purchasers of the
collatera.

Sec. 9.517. EFFECT OF INDEXING ERRORS. Providesthat the failure of thefiling officeto
index arecord correctly does not affect the effectiveness of the filed record.

Sec. 9.518. CLAIM CONCERNING INACCURATE ORWRONGFULLY FILED RECORD.
Authorizes a person to file in the filing office a correction statement if the person believes the
record is inaccurate or wrongfully filed. Requires a correction statement to include certain
information. Providesthat thefiling of a correction statement does not affect the effectiveness of
aninitid financing statement or other filed record.

Sec. 9.5185. FRAUDULENT FILING. Prohibits a person from intentionally or knowingly
presenting for filing certain financing statements.  Sets forth penaties for the violation of
Subsection (). Providesthat aperson who violates Subsection () may aso be prosecuted under
Section 37.101, Penal Code. Authorizes an owner of property covered by afraudulent financing
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statement described in Subsection (a) to file asuit in acourt requesting specific relief. Provides
that a successful plaintiff isentitled to reasonable attorney’ s fees and court costs assessed againgt
the person who filed the fraudulent financing statement. Providesfor notice by publication for an
unknown defendant in a suit over a fraudulent financing Statement.

Sec. 9.519. NUMBERING, MAINTAINING, AND INDEXING RECORDS,
COMMUNICATING INFORMATION PROVIDED IN RECORDS. Setsforth requirements
for thefiling office. Setsforth requirementsfor file numbersassigned after January 1, 2002. Sets
forth requirements for the filing office for afinancing statement filed as afixture filing or covers
as-extracted collateral or timber to becut. Requiresthefiling officeto maintain certain capabilities.
Prohibits a filing office from removing a debtor’s name from the index for a certain period.
Requires the filing office to perform the act required by Subsections (8)-(€) a a certain time.
Provides that Subsections (b) and (h) do not apply to a filing office described in Section
9.501(a)(1).

Sec. 9.520. ACCEPTANCE AND REFUSAL TOACCEPT RECORD. Requiresafiling office
to refuse to accept arecord for filing for areason set forth in Section 9.516(b) and authorizes a
filing office to refuse to accept arecord for filing only for areason set forth in Section 9.516(b).
Requiresafiling officethat refusesto accept arecord for filing to communicate to the person that
presented the record the fact and reason for refusal and the date and time the record would have
been filed had the filing office accepted it. Requires the communication to be made a a certain
time period and in a certain manner. Providesthat afiled financing statement satisfying Sections
9.502(a) and (b) iseffective, evenif thefiling officeisrequired to refuseto accept it. Providesthat
Section 9.338 applies to afiled financing statement providing information described in Section
9.516(b)(5) that is incorrect a the time the financing statement is filed. Provides that this
subchapter applies as to each debtor separatdly, if a record communicated to a filing office
provides information that relates to more than one debtor.

Sec. 9521. UNIFORM FORM OF WRITTEN FINANCING STATEMENT AND
AMENDMENT. Prohibitsafiling officethat acceptswritten recordsto refuseto accept awritten
initia financing statement or record in the form and format set forth except for areasonin Section
9.516(b). Setsforth the uniform form of the written financing statement and amendment.

Sec. 9.522. MAINTENANCE AND DESTRUCTION OF RECORDS. Requires the filing
officeto maintain arecord of the information provided in afiled financing statement for acertain
period. Requiresthe record to be retrievable by certain information. Authorizesthe filing office
toimmediatey destroy any written record evidencing afinancing statement, but requiresthefiling
office to maintain another record of the financing statement, except to the extent other law
provides otherwise.

Sec. 9.523. INFORMATION FROM FILING OFFICE; SALE OR LICENSE OF RECORDS.
Requires the filing office to send certain information to a person requesting an acknowledgment
of the filing. Authorizes the filing office to send a copy, furnished by the person requesting
acknowledgment, with certain information. Requires the filing office to communicate to the
person an acknowledgment that provides certain information, if a person filesarecord other than
awrittenrecord. Requiresthefiling officeto communicate or otherwise makeavailableinarecord
certain information if a person requests it.  Authorizes the filing office to communicate such
information in any medium. Requires the filing office to communicate information by issuing its
written certificate, if requested. Requires the filing office to perform the acts required by
Subsections (a)-(d) at a certain time and manner.

Requires the Secretary of State to offer to sell or license to the public copies of al recordsfiled
with the Secretary in every medium, at least weekly.

Sec. 9524. DELAY BY FILING OFFCE. Setsforth the circumstancesin which delay by the
filing office beyond the prescribed time is excused.

Sec. 9.525. FEES. Setsthefeefor filing and indexing arecord under this chapter. Setsthe fee
for filing and indexing an initid financing statement. Provides that the number of namesrequired
to be indexed does not affect the fee in Subsections (a) and (b). Setsthe fee for responding to a
request for information from thefiling office. Providesthat this section doesnot requireafeewith
respect to arecord of a mortgage thet is effective as afinancing satement filed as afixture filing
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or asafinancing statement covering as-extracted collateral or timber to be cut. Providesthat the
applicable recording and satisfaction fees apply to the record of the mortgage. Sets the fee for
filing, indexing, and furnishing filing data about a statement of master amendment or master
assgnment.

Sec. 9.526. FILING-OFFICE RULES. Requires the Secretary of State to adopt and publish
rulesto implement this chapter. Requiresthe filing-office rulesto be consstent with this chapter.
Sets forth requirements for the Secretary of State to keep thefiling-office rules and practicesin
harmony with other filing offices in other jurisdictions.

Sec. 9.527. DUTY TO REPORT. Requiresthe Secretary of Stateto report to the legidature by
acertain date biannualy on the operation of thefiling office. Requiresthereport to contain certain
information. Deletes existing Sections 9.406 - 9.412.

SUBCHAPTER F. DEFAULT

Sec. 9.601. New heading: RIGHTS AFTER DEFAULT,; JUDICIAL ENFORCEMENT;
CONSIGNOR OR BUYER OF ACCOUNTS, CHATTEL PAPER, PAYMENT
INTANGIBLES, OR PROMISSORY NOTES. Setsforth certain actions a secured party may
take after default. Providesthat asecured party in possession of collatera or control of collatera
under certain sections has the rights and remedies provided in Section 9.207. Provides that a
debtor and an obligor have the rights provided by this subchapter and by agreement of the parties,
after default. Setsforththe datesfor ajudgment to relate back alien of any levy that may be made
upon the collateral. Providesthat this subchapter imposes no duties upon a secured party that is
aconsgnor or is abuyer of accounts, chattel paper, payment intangibles, or promissory notes.
Deletestext stating under what circumstances the rulesin this section may be waived or varied.
Redesignates Section 9.501 as Section 9.601. Makes conforming and nonsubstantive changes.

Sec. 9.602. WAIVER AND VARIANCE OF RIGHTSAND DUTIES. Setsforththerules the
debtor or obligor may not waive or vary.

Sec. 9.603. AGREEMENT ON STANDARDS CONCERNING RIGHTS AND DUTIES.
Authorizes the parties to determine by agreement the standards measuring the fulfillment of the
rights of adebtor or obligor and the duties of the secured party if the tandards are not manifestly
unreasonable. Provides that Subsection (@) does not gpply to the duty under Section 9.609 to
refrain from breaching the peace.

Sec. 9.604. PROCEDURE IF SECURITY AGREEMENT COVERS REAL PROPERTY OR
FIXTURES. Authorizes a secured party to proceed as to certain persona property and red
property if a security agreement covers both personal and red property. Authorizes a secured
party to proceed under this subchapter or in accordance with the rights with respect to red estate
if asecurity agreement covers goods that are or become fixtures. Authorizes the secured party,
after default, to remove the collatera from the red property if a secured party holding a security
interest in fixtures has priority over al owners and encumbrances of the red property. Requires
asecured party that removes collatera to promptly reimburse any encumbrancer or owner of the
rea property, other than the debtor, for the cost of repair of any physica injury caused by the
removal. Providesthat the secured party need not reimburse the encumbrancer or owner for any
diminution in value of the red property caused by the remova or necessity to replace the goods.
Authorizes a person entitled to reimbursement to refuse permission to remove until the secured
party gives adequate assurance of reimbursement.

Sec. 9.605. UNKNOWN DEBTOR OR SECONDARY OBLIGOR. Provides that a secured
party does not owe a duty based on its status as secured party to certain people.

Sec. 9.606. TIME OF DEFAULT FOR AGRICULTURAL LIEN. Provides that a default
occurs in connection with an agriculturd lien at the time the secured party becomes entitled to
enforce the lien in accordance with the statute under which it was crested.

Sec. 9.607. New heading: COLLECTION AND ENFORCEMENT BY SECURED PARTY.

Authorizes a secured party, after default, or if so agreed, to notify an account debtor or other
person obligated on collatera to make payment or render performanceto or for the benefit of the
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secured party, take entitled proceeds, enforce certain obligations, apply the balance of the deposit
account to the secured obligation, and instruct the bank to pay the ba ance of the deposit account
to or for the benefit of the secured party. Authorizes the secured party to record in the office in
which arecord of the mortgage is recorded certain documents if necessary to enable a secured
party to exercise under Subsection (a)(3) theright of adebtor to enforceamortgage nonjudicidly.
Requiresasecured party to proceed inacommercialy reasonable manner in certain circumstances.
Authorizes a secured party to deduct from the collections made pursuant to Subsection ()
reasonable expenses of collection and enforcement. Providesthat this section does not determine
whether an account debtor, bank, or other person obligated on collateral owes aduty to asecured
party. Deletes text concerning uncollected collateral. Redesignates Section 9.502 as Section
9.607. Makes conforming and nonsubstantive changes.

Sec. 9.608. APPLICATION OF PROCEEDS OF COLLECTION OR ENFORCEMENT;
LIABILITY FOR DEFICIENCY AND RIGHT TO SURPLUS. Setsforth the rules governing
instances in which a security interest or agricultural lien secures payment or performance of an
obligation. Providesthat if theunderlying transactionisasae of accounts, chattel paper, payment
intangibles, or promissory notes, the debtor is not entitled to any surplus, and the obligor is not
liablefor any deficiency. Deletestext concerning conditionsinwhich asecured party must account
to the debtor for any surplus.

Sec. 9.609. SECURED PARTY’'S RIGHT TO TAKE POSSESSION AFTER DEFAULT.
Authorizes asecured party to take possession of collatera, without removal to render equipment
unusable, and dispose of collatera on a debtor’s premises under Section 9.610, after defaullt.
Authorizes a secured party to proceed under Subsection (&) with or without judicia process, if it
proceeds without breach of the peace. Redesignates Section 9.503 as Section 9.609. Makes
conforming and nonsubstantive changes.

Sec. 9.610. New heading: DISPOSITION OF COLLATERAL AFTER DEFAULT. Requires
every aspect of adispostion of collateral to be commercialy reasonable. Authorizes a secured
party to disposeof thecollatera under certain procedures, if commercialy reasonable. Authorizes
asecured party to purchase collatera at certain dispositions. Providesthat acontract for the sale,
lease, license, or other disposition includes the warranties relating to title, possession, quiet
enjoyment, and the like by operation of law accompany avoluntary disposition of property of the
kind subject to the contract. Authorizes a secured party to disclaim or modify warranties under
Subsection (d) inacertainmanner. Providesthat arecord issufficient to disclamwarrantiesunder
Subsection (€) if it contains certain words or words of Smilar import. Deletes text concerning a
secured party’s right to dispose of collaterd after default and the effect of the dispostion.
Redesignates Section 9.504 as Section 9.610. Makes conforming and nonsubstantive changes.

Sec. 9.611. NOTIFICATION BEFORE DISPOSITION OF COLLATERAL. Defines
“notification date.” Requires a secured party that disposes of collateral under Section 9.610 to
send to specified persons a reasonable authenticated notification of disposition. Requires the
secured party to send an authenticated notification of disposition to certain people. Providesthat
Subsection (b) does not apply to perishable collatera or to collaterd that is of atype customarily
sold on arecognized market. Sets forth the notification requirements for a secured party.

Sec. 9612 TIMELINESS OF NOTIFICATION BEFORE DISPOSITION OF
COLLATERAL. Provides that whether a notification is sent within a reasonable time is a
question of fact. Providesthat anotification of disposition sent after default and 10 days or more
before the earliest time of disposgition set forth in the notification is sent within areasonable time
before the disposition.

Sec. 9.613. CONTENTS AND FORM OF NOTIFICATION BEFORE DISPOSITION OF
COLLATERAL: GENERAL. Sets forth the rules governing the contents and form of a
notification before the digposition of collateral, except in a consumer-goods transaction.

Sec. 9.614. CONTENTS AND FORM OF NOTIFICATION BEFORE DISPOSITION OF
COLLATERAL: CONSUMER-GOODSTRANSACTION. Setsforththerulesgoverning the
contents and form of a notification before the disposition of collateral in a consumer-goods
transaction.
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Sec. 9.615. APPLICATION OF PROCEEDS OF DISPOSITION; LIABILITY FOR
DEFICIENCY AND RIGHT TO SURPLUS. Requiresasecured party to apply or pay over for
application the cash proceeds of dispogitionin acertain order to certain expenses and obligations.
Requiresaholder of asubordinate security interest or other lien to furnish reasonable proof of the
interest or lien within areasonabletime, if requested by a secured party. Providesthat the secured
party need not comply with the holder’s demand under Subsection (a)(3), unless the holder
provides the reasonable proof of the security interest or lien. Provides that a secured party need
not apply or pay over for gpplication noncash proceeds of digposition unlessthe failure to do so
would be commercidly unreasonable. Requires a secured party that applies or pays over for
application noncash proceeds to do so in acommercidly reasonable manner. Requires asecured
party to account to and pay adebtor for any surplus, and the obligor isliable for any deficiency if
the security interest under which a disposition is made secures payment or performance of an
obligation, after making the required payments and gpplications. Provides that the debtor is not
entitled to any surplus, and the obligor isnot ligble for any deficiency if the underlying transaction
is a sae of accounts, chattel paper, payment intangible, or promissory notes. Sets forth the
procedure for calculating the surplus or deficiency following adisposition. Sets forth the effect
of a secured party that receives cash proceeds of a dispostion in good faith and without
knowledgethat the receipt violatestherights of the holder of the security interest or other lien that
is not subordinate to the security interest or agriculturd lien.

Sec. 9.616. EXPLANATION OF CALCULATION OF SURPLUS OR DEFICIENCY.
Defines “explanation” and “request.” Requires the secured party to perform certain actionsin a
consumer-goods transaction in which the debtor is entitled to a surplus or aconsumer obligor is
lidble for a deficiency. Sets forth the requirements for a writing to comply with Subsection
(®()(B) inacertain order. Providesthat a particular phrasing is not required. Providesthat an
explanation complying subgtantidly with the requirementsis sufficient. Providesthat a debtor or
consumer obligor is entitled without charge to one response to a request during any Sx-month
period in which the secured party did not send an explanation pursuant to Subsection (b)(1).
Authorizesthe secured party to require payment of acharge not exceeding $25 for each additional

response.

Sec. 9.617. RIGHTS OF TRANSFEREE OF COLLATERAL. Providesthat the transferee
takes the collatera subject to certain rights and interest if a transferee does not take free of the
rights and interests described in Subsection (a). Deletestext concerning therights of atransferee
of collaterd at certain dispositions and therights and dutiesfor aperson who isliableto asecured
party under a guaranty, indorsement, or a repurchase agreement. Makes conforming and
nonsubstantive changes.

Sec. 9.618. RIGHTSAND DUTIESOF CERTAIN SECONDARY OBLIGORS. Providesthat
asecondary obligor acquiresthe rights and becomes obligated to perform the duties of the secured
party after the secondary obligor performs certain actions. Sets forth certain stipulations
concerning an assignment, transfer, or subrogation described in Subsection (a).

Sec. 9.619. TRANSFER OF RECORD OR LEGAL TITLE. Defines “transfer statement.”
Providesthat atransfer statement entitlesthe transferee to the transfer of record of al rights of the
debtor in the collateral specified in the statement in any officia filing, recording, registration, or
certificate-of-title system. Requirestheofficid or office reponsible for maintaining the systemto
perform certain actionsif atransfer statement i s presented with the applicablefeeand request form.
Providesthat atransfer of therecord or legd titleto collatera to asecured party under Subsection
(b) or otherwise is not of itself adispostion of collateral under this chapter and does not of itsalf
relieve the secured party of its duties.

Sec. 9.620. New heading: ACCEPTANCE OF COLLATERAL IN FULL OR PARTIAL
SATISFACTION OF OBLIGATION; COMPULSORY DISPOSITION OF COLLATERAL.
Authorizes a secured party to accept collatera in full or partid satisfaction of the obligation it
secures only under certain circumstances. Sets forth the circumstances in which the acceptance
of collaterd iseffective. Setsforth the conditionsunder which adebtor consentsto an acceptance
of collaterd in partid or full satisfaction of the obligation. Sets forth the date by which a
notification of objection must be received by the secured party to be effective under different
circumstances. Sets forth the conditions under which a secured party that has taken possession
of collatera isrequired to dispose of the collateral pursuant to Section 9.610 within acertaintime
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period. Requiresthe secured party to digpose of the collatera by certain time periods. Prohibits
asecured party to accept collatera in partial satisfaction of the obligation it secures, inaconsumer
transaction. Deletes text concerning compulsory dispostion.  Makes conforming and
nonsubstantive changes.

Sec. 9.621. NOTIFICATION OF PROPOSAL TO ACCEPT COLLATERAL. Requiresa
secured party that desires to accept collaterd in full or partid satisfaction of the obligation it
secures to send its proposal to certain people within a certain time period. Requires a secured
party that desiresto accept collaterd in partid satisfaction of the obligation it securesto send its
proposa to any secondary obligor in addition to the persons described in Subsection (8). Makes
conforming and nonsubstantive changes.

Sec. 9.622. EFFECT OF ACCEPTANCE OF COLLATERAL. Sets forth the effect of a
secured party’ s acceptance of collaterd in full or partid satisfaction of the obligation it secures.
Provides that a subordinate interest is discharged or terminated under Subsection (), even if the
secured party failsto comply with thisarticle. Deletestext concerning required written notice of
aproposd for partid or full satisfaction of the obligation by acceptance of collateral.

Sec. 9.623. New heading: RIGHT TO REDEEM COLLATERAL. Authorizes a debtor, any
secondary obligor, or any other secured party or lienholder to redeem collateral. Makes
conforming and nonsubstantive changes. Requires a person to tender the fulfillment of al
obligations secured by the collaterd and reasonable expenses and attorneys fees, to redeem
collateral. Authorizes a redemption to occur at any time before a secured party has performed
certain actions. Deletes certain requirements to redeem collateral. Redesignates Section 9.506
as Section 9.623.

Sec. 9.624. WAIVER. Authorizes a debtor or secondary obligor to waive the right to
notification of disposition of collaterad under Section 9.611 only by an agreement to that effect
entered into and authenticated after default. Authorizes a debtor to waive the right to require
disposition of collateral under Section 9.620(e) only by agreement to that effect entered into and
authenticated afer default. Authorizes adebtor or secondary obligor to waivetheright to redeem
collateral under Section 9.623 only by an agreement to that effect entered into and authenticated
after default, except in a consumer-goods transaction.

Sec. 9.625. New heading: REMEDIES FOR SECURED PARTY’SFAILURE TO COMPLY
WITH CHAPTER. Setsforth certain remediesacourt isauthorized to order for failureto comply
with this chapter. Providesthat person isliable for damagesin the amount of any loss caused by
afallureto comply with thischapter. Authorizesloss caused by afailureto comply with arequest
under Section 9.210 to include loss resulting from the debtor’ s inability to obtain, or increased
costs of, dternative financing. Sets forth conditions under which certain persons may recover
certain damages. Authorizes a debtor whose deficiency is iminated under Section 9.626 to
recover damages for the loss of any surplus.  Prohibits a debtor or secondary obligor whose
deficiency is diminated or reduced under Section 9.626 from otherwise recovering under
Subsection (b) for noncompliance with the provisions of this subchapter. Authorizesthe debtor,
consumer obligor, or person named asadebtor in afiled record, to recover $500in each casefrom
certain people. Authorizes adebtor or consumer obligor to recover damages under Subsection
(b) and $500 in each case from a person that, without, reasonable cause, fails to comply with a
request under Section 9.210. Providesthat arecipient of arequest under Section 9.210that never
clamed an interest in the collaterd or obligations that are the subject of a request under that
section has a reasonable excuse for falure to comply. Authorizes the secured party to clam a
security interest only as shown in the statement included in the request as againgt aperson thet is
reasonably mided by the failure, if a secured party failsto comply with arequest regarding alist
of collaterd or a statement of account. Deletes text setting forth a remedy for a debtor or any
person entitled to notification for a disposition who did not receive the required notification.
Redesignates Section 9.507 as Section 9.625. Makes conforming and nonsubstantive changes.

Sec. 9.626. ACTION IN WHICH DEFICIENCY OR SURPLUSISIN ISSUE. Setsforth the
rulesgoverning inan action arigng from atransaction, other than aconsumer transaction, inwhich
the amount of a deficiency or surplus isinissue. Provides that the limitation of the rules in
Subsection (@) to transactions other than consumer transactions is intended to leave to the court
the determination of the proper rulesin consumer transactions. Prohibitsthe court from inferring
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from that limitation the nature of the proper rule in consumer transactions and may continue to
apply established gpproaches.

Sec. 9.627. DETERMINATION OF WHETHER CONDUCT WAS COMMERCIALLY
REASONABLE. Provides that the fact that a greater amount could have been obtained by a
collection, enforcement, disposition, or acceptance at a different time or in adifferent method is
not of itself sufficient to preclude the secured party from establishing that the conduct was made
inacommercialy reasonable manner. Sets forth the requirements for a disposition of collatera
to be made in a commercially reasonable manner. Sets forth the requirements for a collection,
enforcement, disposition, or acceptance to be commercialy reasonable. Provides that approva
under Subsection (c) need not be obtained, and lack of approva does not mean that the collection,
enforcement, disposition, or acceptanceisnot commercially reasonable. Deletestext setting forth
conditions under which a disposition is conclusively deemed commercidly reasonable. Makes
conforming and nonsubstantive changes.

Sec. 9.628. NONLIABILITY AND LIMITATION ON LIABILITY OF SECURED PARTY;
LIABILITY OF SECONDARY OBLIGOR. Setsforth the conditions under which a secured
party’sliability islimited. Setsforth the conditionswhere asecured party is not liable because of
itsstatus as secured party. Providesthat asecured party isnot liableto any person, and aperson’s
ligbility for adeficiency is not affected, because of any act or omission arisng out of the secured
party’ s reasonable belief that a transaction is not a consumer-goods transaction or a consumer
transaction or that goods are not consumer goods, if the secured party’ s belief isbased on certain
representations. Providesthat asecured party isnot liableto any person under Section 9.625(c)(2)
for itsfailure to comply with Section 9.616, and is not liable more than once with respect to any
one secured obligation.

ARTICLE 2. CONFORMING AMENDMENTS

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION

SECTION 2.11. Amends Section 1.105(b), Business& Commerce Code, to make conforming changes.

SECTION 2.12. Amends Sections 1.201(9) and (32), Business & Commerce Code, to redefine “buyer

201

2.02.

2.03.

2.04.

2.05.

2.06.

2.07.

2.08.

2.00.

2.10.

Amends Section 128.015(a), Agriculture Code, to make conforming changes.
Amends Section 128.016, Agriculture Code, to make conforming changes.
Amends Section 128.018, Agriculture Code, to make conforming changes.
Amends Section 128.038(e), Agriculture Code, to make conforming changes.
Amends Section 128.039(b), Agriculture Code, to make conforming changes.
Amends Section 188.015(a), Agriculture Code, to make conforming changes.
Amends Section 188.016, Agriculture Code, to make conforming changes.
Amends Section 188.018, Agriculture Code, to make conforming changes.
Amends Section 188.038(e), Agriculture Code, to make conforming changes.

Amends Section 188.039(b), Agriculture Code, to make conforming changes.

in ordinary course of business’ and “purchase,” and to make conforming changes.

SECTION 2.13. Amends Section 1.201(37)(A), Business & Commerce Code, to redefine “ security

interest.”

SECTION 2.14. Amends Section 2.103(c), Business& Commerce Code, to make conforming changes.

SECTION 2.15. Amends Sections 2.210(c)-(€), Business & Commerce Code, to make conforming

changes.
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SECTION 2.16. Amends Section 2.326, Business & Commerce Code, as follows;

Sec. 2.326. New heading: SALE ON APPROVAL AND SALE OR RETURN; RIGHTS OF
CREDITORS. Déetes text concerning consgnment sales. Makes a conforming change.

SECTION 2.17. Amends Section 2.502, Business & Commerce Code, as follows;

Sec. 2.502. New heading: BUYER'SRIGHT TO GOODS ON SELLER' S REPUDIATION,
FAILURE TO DELIVER, OR INSOLVENCY. Makes conforming changes.

SECTION 2.18. Amends Section 2.716(c), Business& Commerce Code, to make aconforming change.
SECTION 2.19. Amends Section 2A.103(c), Busness& Commerce Code, to make conforming changes.
SECTION 2.20. Amends Section 2A.303, Business & Commerce Code, to make conforming changes.

SECTION 2.21. Amends Sections 2A.307(b)-(d), Business & Commerce Code, to make conforming
changes.

SECTION 2.22. Amends Section 2A.309(a), Business & Commerce Code, to redefine “fixture filing.”

SECTION 2.23. Amends Section 4.210(c), Business& Commerce Code, to make aconforming change.

SECTION 2.24. Amends Chapter 5, Business & Commerce Code, by adding Section 5.118, asfollows:
Sec. 5.118. SECURITY INTEREST OF ISSUER OR NOMINATED PERSON. Setsforth
requirementsfor anissuer or nominated person to have asecurity interest in adocument presented
under aletter of credit. Setsforth the conditions under which asecurity interest continuesand is
subject to Chapter 9, and provides the gpplicable exceptions to those conditions.

SECTION 2.25. Amends Section 7.503(a), Business& Commerce Code, to make aconforming change.

SECTION 2.26. Amends Section 8.103(f), Business& Commerce Code, to make aconforming change.

SECTION 2.27. Amends Sections 8.106(d) and (f), Busness & Commerce Code, to make conforming
changes.

SECTION 2.28. Amends Section 8.110(e), Business & Commerce Code, to make conforming changes.
SECTION 2.29. Amends Section 8.301(a), Business & Commerce Code, to make conforming changes.
SECTION 2.30. Amends Section 8.302(a), Business & Commerce Code, to make conforming changes.

SECTION 2.31. Amends Sections8.510(a) and (¢), Busness& Commerce Code, to set forth the priority
for a purchaser for value of a security entitlement, in a case not covered by Chapter 9.

SECTION 2.32. Amends Section 221.032, Hedlth and Safety Code, to make a conforming change.
SECTION 2.33. Amends Section 31.053(d), Parks and Wildlife Code, to make a conforming change.
SECTION 2.34. Amends Section 14.004(a), Property Code, to make a conforming change.
SECTION 2.35. Amends Section 24.0062(j), Property Code, to make conforming changes.
SECTION 2.36. Amends Section 42.002(b), Property Code, to make a conforming change.
SECTION 2.37. Amends Sections 61.001(2) and (3), Property Code, to make conforming changes.
SECTION 2.38. Amends Section 70.001(b), Property Code, to make a conforming change.

SECTION 2.39. Amends Section 70.003(d)(1), Property Code, to make a conforming change.
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SECTION 2.40. Amends Section 70.005(c), Property Code, to make a conforming change.
SECTION 2.41. Amends Section 70.302(b), Property Code, to make a conforming change.
SECTION 2.42. Amends Section 501.002(9), Trangportation Code, to make a conforming change.

SECTION 2.43. Amends Section 4.053, Article 717s, V.T.C.S. (Public Fecility Corporation Act), to
make a conforming change.

SECTION 2.44. Amends Sections 19(a)(1), (5), (10), and (12), Article 5221f, V.T.C.S. (Texas
Manufactured Housing Standards Act), to make conforming changes.

SECTION 2.45. Amends Section 19(n), Article 5221f, V.T.C.S,, to make a conforming change.
ARTICLE 3. EFFECTIVE DATE; TRANSITION; EMERGENCY
SECTION 3.01. Effectivedate: July 1, 2001.

SECTION 3.02. SAVING CLAUSE. Providesthat this Act applies to atransaction or lien within its
scope, even if the transaction or lien was entered into or created before this Act takes effect. Makes
gpplication of this Act prospective regarding transactionsand liens. Providesthat this Act doesnot affect
an action, case, or proceeding commenced before the effective date of this Act.

SECTION 3.03. SECURITY INTEREST PERFECTED BEFORE EFFECTIVEDATE. Setsforththe
conditions under which asecurity interest that is enforceable immediately before the effective date of this
Act and would have priority over the rights of a person that becomes a lien creditor at that timeis a
perfected security interest. Setsforth the status of a security interest that is enforceable and would have
priority over therightsof apersonthat becomesalien creditor at that time, but the gpplicable requirements
for enforceahility or perfection under Chapter 9, Business & Commerce Code, are not satisfied when this
Act takes effect.

SECTION 3.04. SECURITY INTEREST UNPERFECTED BEFORE EFFECTIVEDATE. Setsforth
the conditions under which a security interest that is enforceable immediately before the effective date of
this Act but would be subordinate to the rights of a person that becomes a lien creditor at that timeis
enforceable or becomes a perfected security interest.

SECTION 3.05. EFFECTIVENESS OF ACTION TAKEN BEFORE EFFECTIVE DATE. Provides
that if action, other than thefiling of afinancing statement is taken before the effective date of thisAct and
the action would have resulted in priority of asecurity interest over the rights of a person that becomesa
lien creditor had the security interest become enforceable beforethis Act takes effect, theactioniseffective
to perfect a security interest that attaches under Chapter 9, Business & Commerce Code, within one year
after the effective date of thisAct. Providesthat thefiling of afinancing statement beforethe effective date
of this Act is effective to perfect a security interest to the extent the filing would satisfy the applicable
requirementsfor perfection under Chapter 9, Business& Commerce Code, asamended. Providesthat this
Act does not render ineffective an effective financing statement that, before the effective date of thisAct,
isfiled and satisfies the applicable requirements for perfection under the law of the jurisdiction governing
perfection as it existed immediately before the effective date of this Act. Provides that the financing
statement ceasesto be effective a acertain date. Providesthat thefiling of acontinuation statement after
this Act takes effect does not continue the effectiveness of the financing statement filed before this Act
takeseffect. Providesthat upon thetimely filing of acontinuation statement after this Act takes effect and
in accordance with the law of the jurisdiction governing perfection the effectiveness of a financing
statement filed in the same office in that jurisdiction before this Act takes effect continues for the period
provided by the law of that jurisdiction. Provides that Subsection (¢)(2) of this section gpplies to a
financing statement that, before this Act takes effect, isfiled againgt atransmitting utility and satisfiesthe
applicable requirements for perfection under the law of the jurisdiction governing perfection asit existed
immediately before the effective date of this Act to a certain extent. Sets forth the extent to which a
financing statement that includes afinancing statement filed beforethis Act takes effect and acontinuation
statement filed after this Act takes effect is effective.

SECTION 3.06. WHEN INITIAL FINANCING STATEMENT SUFFICES TO CONTINUE
EFFECTIVENESS OF FINANCING STATEMENT. Setsforth the conditionsinwhich thefiling of an

SRC-PNG C.S.S.B. 1058 76(R) Page 28 of 29



initid financing statement in acertain office continuesthe effectiveness of afinancing statement filed before
thisAct takeseffect. Setsforth the conditionsunder whichthefiling of aninitia financing statement under
Subsection (@) continuestheeffectivenessof the pre-effective-datefinancing Satement. Requirestheinitial
financing statement to satisfy certain requirements and contain certain information to be effective for the
purposes of Subsection (a).

SECTION 3.07. PERSONS ENTITLED TO FILE INITIAL FINANCING STATEMENT OR
CONTINUATION STATEMENT. Authorizes a person to file an initid financing statement or a
continuation statement under certain conditions.

SECTION 3.08. PRIORITY. Makes application of this Act prospective regarding the priority of
conflicting clamsto collaterd.

SECTION 3.09. REPORT TO LEGISLATURE. Requiresthe secretary of stateto filetheinitia report
under Section 9.527, Business & Commerce Code, by January 1, 2003.

SECTION 3.10. Emergency clause.

SUMMARY OF COMMITTEE CHANGES

SECTION 1.01.

Amends Section 9.109, Business & Commerce Code, to provide that this chapter does not apply
to certain liens, assgnments, saes, transfers, right of recoupments or set-offs, the creation or
transfer of certain interests, the interest of a vendor or vendee in a contract for deed to purchase
aninterest in red property, or the interest of an optioner or optionee in an option to purchase an
interest in rea property.

SRC-PNG C.S.S.B. 1058 76(R) Page 29 of 29



