
MINUTES OF THE JUDICIARY COMMITTEE 
March 21, 1983 

The meeting of the House Judiciary Committee was called 
to order by Chairman Dave Brown in room 224A of the capi­
tol building, Helena, Montana. All members were present 
as was Brenda Desmond, Staff Attorney for the Legislative 
Council. 

SENATE BILL 203 

SENATOR TOWE, District 34, Billings, explained that 
this bill has been heard by the committee previously be­
cause they had Judge Wilson here, who testified on a com­
panion bill that Representative Addy carried. He said that 
this bill addresses the question of the use of judicial 
tale.nt after a judge has retired by providing that a judge 
or justice who has retired after eight years of service 
may assist the supreme court, a district court, or a water 
court upon request of the supreme court. 

There were no proponents and no opponents. 

SENATOR TOWE closed. 

REPRESENTATIVE KEYSER asked why they had this eight years 
instead of twelve years. SENATOR TOWE responded that he 
was not on the committee that made that choice; if a judge 
had been elected twice and then retired and stepped down, 
most likely that judge would step down before the end of 
that 12 years because of a medical disability or for an 
age reason; if he decided not to run again or if he was 
defeated, then he would almost always have the twelve years. 

REPRESENTATIVE KEYSER noted that it doesn't say anything 
about a second term - it just says eight years. SENATOR 
TOWE replied that that is obvious, i.e., if you are appointed 
you have to be elected in the next election; if elected 
the second time, that is usually going to be less than 
eight years total service; if you are elected once, you 
serve six years and elected a second time, you are going 
to have a twelve-year term; you have got to be elected 
twice under the eight-year term; and he felt that this 
was the thinking of the committee. 
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REPRESENTATIVE SPAETH wondered if they could put in lan­
guage which says "who has voluntarily retired after eight 
years". SENATOR TOWE replied the reason for using the 
term "voluntarily" in the first place is because the per­
son who is involuntarily retired after twelve years re­
ceives pension funds; those who voluntarily retire after 
twelve years do not; and, therefore, if a person who is 
involuntarily retired could be called back to active duty; 
whereas the person who voluntarily decides not to run 
again could not; and this doesn't make any sense. He 
explained that this does not depend on whether or not 
they are receiving retirement benefits. He noted that 
on page 2, line 17, it says that the daily salary is re­
duced by the retirement allowance, if any. 

REPRESENTATIVE SPAETH aksed if he saw any problem with 
putting back in the language "voluntarily retires". He 
said one of his problems is that when a judge is involun­
tarily retired, the people have expressed their opinion 
as to whether they want him to sit on the bench or not. 
SENATOR TOWE replied that he does not have too much prob­
lem with that; he felt that they would lose some of the 
effectiveness they seek by limiting the number of people 
to which this would apply. 

REPRESENTATIVE SPAETH commented that he did not know of 
anyone who has been involuntarily retired other than at 
the polls. 

REPRESENTATIVE DAILY queried how many years does a judge 
have to work before he is qualified for a full retire­
ment. SENATOR TOWE said that, off hand, he thought it 
was 65 or 20 years, whichever is earlier, except he 
has to serve eight years, but he was not sure. 

There were no further questions and the hearing on this 
bill was closed. 

SENATE BILL 248 

SENATOR TOWE stated that this bill was originally proposed 
by Harold Hanser, County Attorney in Yellowstone County, 
and he raised some questions about insanity defense. He 
indicated that he was aghast to learn that even though 
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they had abolished the insanity defense, they are still, 
in some places, using the terms, "not guilty by reason 
of insanity". This bill generally revises the laws re­
lating to a claim of mental disease or defect in criminal 
proceedings. He informed the committee of all the changes 
in this bill. 

JOHN MAYNARD, Assistant Attorney General of the state of 
Montana, stated that the Attorney General supports this 
bill and he was here to answer any questions that the com­
mittee might have. 

There were no further proponents and no opponents. 

SENATOR TOWE closed by saying that the technical question 
was particularly critical; and if they don't pass that, 
they could have some other problems. 

REPRESENTATIVE DAILY noted on page 3, line 11, wherein it 
says, "if the court finds that he is still unfit to pro­
ceed" and he wondered who determines if he becomes fit. 
SENATOR TOWE responded that the court must submit the in­
dividual to a medical examination by a professional per­
son - a psychiatrist - who would examine the person and 
submit its report to the court; based-on this report, the 
court must make a determination as to whether he is fit 
to proceed or not. 

REPRESENTATIVE DAILY asked if he thought this was a pretty 
difficult thing to prove, i.e. if they had three psychia­
trists, all three psychiatrists would all say something 
different. SENATOR TOWE replied that, in his opinion, 
that is exactly why they had the problems with the insani­
ty defense; that is one of the reasons that he was not 
in favor of the insanity defense and supported abolishing 
that; there is no question but what psychiatrist can dif­
fer; if the defendant disagrees with the psychiatrist's 
report, the defendant can bring in another psychiatrist 
to try to prove something different; and that is why the 
court decides. He stated that he did not know of a better 
system. 

REPRESENTATIVE DAILY asked if this bill passes, will more 
people be able to use the insanity defense in the state. 
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SENATOR TOWE replied that no, except for that technical 
correction on page 6, this bill does not speak to the 
insanity defense; they are talking about his fitness to 
proceed; this is different; they have to determine if the 
defendant is capable of participating in his own defense; 
and, if he is not, he cannot go to trial. He advised 
that this will not change the matter because by the supreme 
court decision, they have to do what this bill says any­
way; they cannot decide that a man is not fit to proceed; 
send him to Warm Springs and then leave him there for the 
rest of his life. He continued that you have to pull him 
back in ninety days, have him examined again by a psychia­
trist and then decide if he is really fit to proceed; 
if he is not fit to proceed and he is not likely to change, 
then he felt that it was only fair that they dismiss the 
criminal case; but you immediately start commitment proceed­
ings, which will send him right back to Warm Springs, only 
then under the mental commitment proceedings and not under 
this nebulous unfit-to-proceed thing. 

REPRESENTATIVE DAILY asked about the technical question 
on page 6, line 12, saying that he stated that a judge 
threw a case out of court because of a mistake that was 
made by the legislature, and it was codified correctly, 
but some sly defense counsel used it to have the decision 
reversed and to have the person released; and he wondered 
why would a judge do that. SENATOR TOWE replied that the 
question was not appealed, and had it been appealed, he 
was not sure whether the codification question would have 
stood or not. He noted that Harold Hanser just walked in 
and he was more familiar with this and requested that he 
be allowed to address this and also the insanity defense 
situation. 

HAROLD HANSER, County Attorney for Yellowstone County, 
stated that he did not remember the exact circumstances, 
but there was a misprint in the statutes and this is to 
bring it back to where it should be. 

REPRESENTATIVE DAILY commented that it does not make any 
sense that if everyone knew it was a mistake and yet some 
judge would set somebody free. MR. HANSER responded that 
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people have to execute the laws the way they are written 
and that is how this was written. 

REPRESENTATIVE DAILY responded that he would agree with 
that, but that is the problem that people have with the 
judicial system; that it is wrong that they do that - it 
is obviously wrong. 

SENATOR TOWE explained that they abolished the insanity 
defense in 1979; if this mental defect interferes with 
the ability to formulate an intent, it still may be a 
defense to prove all the elements of the defense. 

MR. HANSER indicated that there are some real problems 
with the insanity defense; the way it is now it is 
very confusing; that he would encourage them to retain 
the Senate amendments, but he felt that they should have 
a subcommittee over the interim to study this entire is­
sue and come up with some recommendations. 

There were no further questions and the hearing on this 
bill was closed. 

SENATOR TOWE indicated that REPRESENTATIVE ADDY will carry 
this bill on the floor of the House. 

EXECUTIVE SESSION 

SENATE BILL 381 

REPRESENTATIVE KEYSER moved that they table this bill. 
The motion was seconded by REPRESENTATIVE SPAETH. 

CHAIRMAN BROWN indicated that Senator Hager asked that 
they table that bill, which is the grandparent's visita­
tion rights, pending dispostion of Representative McBride's 
bill, which he would prefer. 

The motion carried with REPRESENTATIVE KEYSER voting no. 

REGULAR SESSION 

SENATE BILL 138 

SENATOR MAZUREK explained this bill, which is an act to 
generally revise Montana's codification of the Uniform 
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Commercial Code by substantially adopting the 1972 and 
1977 changes recommended by the Uniform Law commissioners. 
He indicated that they got a message to Ron Wyse, the Uni­
versity law professor who is versed in these Uniform Com­
mercial Code provisions and he is not here this morning, 
so he would try to explain the bill the best he could. 

BOB MURDO, representing the Business Law Section of the 
State Bar of Montana, clarified some of the changes in 
this bill. 

MIKE ZIMMERMAN, representing the Business Law Section of 
the State Bar of Montana, gave testimony in support of 
this bill. 

There were no further proponents and no opponents. 

REPRESENTATIVE KEYSER asked what they were saying in sec­
tion 71 on pages 126 and 127. SENATOR MAZUREK replied 
that the law defines what a fixture is; if it is attached 
to the realty and cannot be removed without damage there­
to that is a fixture, such as plumbing fixtures, built-in 
kitchen equipment, etc. 

CHAIRMAN BROWN asked on page 4, lines 7 through 10, why 
they have that in there. SENATOR MAZUREK replied that 
he thought that this deals with the proceeds and the~ 
purpose is to make sure that included with the defini­
tion of proceeds would be the production of an oil or gas 
well. He presented to the committee an explanation of 
the proposed amendments to the bill prepared by Professor 
Ron Wyse. See EXHIBIT A. 

REPRESENTATIVE HANNAH noted that theses changes were recom­
mended in 1972 and he wondered why this bill is coming 
in now. SENATOR MAZUREK replied that it is a uniform law­
most of the other states around us generally have adopted 
these changes; you have businesses that deal across state 
lines and they need to be playing with the same rules. 

REPRESENTATIVE KEYSER contended that this is not a real 
uniform law as they have some changes in the law that 
are really different. SENATOR MAZUREK responded that 
this is correct to a degree and there are some changes 
such as the agricultural change that was proposed as an 
option for the states to pick one or the other; and 
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Montana chose one option and they are stuck with it. He 
emphasized that, for the most part, it is uniform and he 
thought that Louisiana is the only state that has not 
adopted the Uniform Commercial Code. 

REPRESENTATIVE CURTISS asked MR. MURDO if it was his opinion 
that Montana was at a disadvantage because of this lack 
of uniformity. He responded no, he thought they have uni­
form law along with the other states in the United States 
and the things that happen are a little different in Mon­
tana versus Wyoming, Idaho, North and South Dakota; those 
are 1972 amendments that they are talking about and some 
of those states have adopted those amendments; he did not 
think they were disadvantaged but, if they were Louisiana 
and did not have this law, they would be disadvantaged. 

There were no further questions and the hearing on this 
bill was closed. 

SENATOR MAZUREK indicated that REPRESENTATIVE RAMIREZ will 
carry this bill on the floor of the House. 

SENATE BILL 237 

SENATOR HALLIGAN, District 48, Missoula, stated that this 
bill provides a procedure for restitution to victims of 
crimes by the criminal offenders and a procedure upon de­
fault in payment of restitution; restitution is not a new 
conviction and is not a new sentence, but the supreme court 
about four months ago, dealing with a case wherein resti­
tution was involved, indicated that there are no guidelines 
within the state of Montana in relation to restitution; so 
the supreme court suggested that the legislature look at 
the model corrections act and develop some model language 
that deals with the area of restitution; and that is ex­
actly what this bill is. He explained some important areas 
in the bill. 

REPRESENTATIVE ASAY, District 50, Forsyth, arose in support 
of this bill and said that, in visiting with a judge in 
his district, he indicated that there was definitely a 
need for a provision of the .payment of restitution through 
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a court-appointed individual. He indicated that this bill 
will give the court the means to apply restitution and 
take care of many problems in the early stages. 

BECKY FAIRCLOUGH, Director of the Cascade County Resti­
tution Program, stated that she has come to realize how 
important the use of restitution is in the district court 
system. She thought that this bill was really important 
and she presented to the committee a letter she received 
from Andrea Bartelt, Director of PACE Program. See EXHIBIT 
A-I. 

PENNY SEY, Restitution Officer for the First Judicial Dis­
trict, said that their most important concern is for the 
victim of the crime; they receive the investigative report; 
then they contact the victim; they assist him in filing a 
report; they help with filing with insurance companies; 
they complete the report to the court; they go with the 
victim to testify in behalf of the victim; and once resti­
tution is ordered by the judge, they monitor the payments; 
if a defendant does not have a job, they secure employment 
for him or they get him into training or schooling. 

CURT CHISHOLM, Deputy Director for the Department of In­
stitutions, said that they agree in concept with the in­
tent of the bill, but they wanted to point out that some 
of the language in section 5 turned up missing and they 
would like this amended back into the bill in order to 
clarify the supervision of payment and this needs to be 
broader than it is right now instead of just placing that 
responsibility on the probation officer. He also was 
concerned on pages I and 2, section 2, wherein they asked 
the probation officer to include in the presentence report 
some information that is suggested there and the reason 
they opposed this is because they did not think it was 
appropriate for the probation officer to become, in effect, 
insurance adjusters and have to make judgments on the 
amount of damage, make judgments on the ability to pay, 
etc. He indicated that they were hopeful that they could 
oversee that process, incorporate it into their presentence 
investigation, but not actually be responsible for making 
judgments on anyone's ability to payor the amount of 
pecuniary loss. 
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JOHN MAYNARD, Assistant Attorney General for the state 
of Montana, testified that the Attorney General supports 
this bill wholeheartedly; that it is a concept whose time 
has corne; but the problem with this bill is that it was 
initially drafted from a uniform act and that in justice 
court, they do not have probation officers, restitution 
officers, etc. He noted that in Great Falls the restitu­
tion officer, by mutual agreement, does service the needs 
of the justice court. 

There were no further proponents and no opponents. 

SENATOR HALLIGAN said there was a small technical amend­
ment that should go on this bill in order to be in accord 
with the deferred sentencing bill, that has already passed. 

REPRESENTATIVE HANNAH indicated that he would like the 
record to show that he was in support of this bill. 

REPRESENTATIVE ADDY noted on page 6, line 2 and also section 
8, page 6, that they are making it possible for a judg-
ment to be obtained against a perpetrator in both of those 
sections and he wondered if that judgment is subject to 
the exemption against property that is claimed in bank­
ruptcy - the kinds of property that is subject to any 
other judgments -'things that are necessary to carryon 
a trade, etc. SENATOR HALLIGAN responded that the language 
in line 6 keys it into the other provisions of law and he 
thought the exemptions would apply as well. 

REPRESENTATIVE JENSEN asked MS. FAIRCLOUGH if they have 
special funds where the funds flow in and out and those 
are authorized by the judge. She responded that she is 
employed by the district judge; her accounts are set up 
by the county; they have a cross-reference system so that 
her work can be checked. 

REPRESENTATIVE JENSEN indicated that the guilty indivi­
dual gives you money, it goes into the account, you write 
a check and then send it to the victim; and he asked how 
many accounts does she have right now. MS. FAIRCLOUGH 
replied that she has two accounts in Cascade County right 
now. 
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REPRESENTATIVE ADDY asked who would be the "most appropri­
ate official on a county-wide basis to handle this kind 
of program. MS. FAIRCLOUGH responded that they have the 
program and they are able to collect enough money that 
they even make a profit off that program for their coun­
ty; and she would say that the best way to handle this is 
to have a person who is designated as a restitution offi­
cer that could handle it like a business - not a proba­
tion officer - but someone who would have time to give 
enough attention to this. 

REPRESENTATIVE ADDY asked if she was saying that the du­
ties of the person who handles the crime victim's compen­
sation program would conflict a little with the duties of 
a restitution officer and that they would not fit hand-in­
glove. He wondered why they could not put the same hat 
on one person. MS. FAIRCLOUGH responded that they are 
two different theories, i.e. the crime victims' compensa­
tion act allows for victims to be paid by a division of 
the Workmens' Compensation program; restitution is some­
thing totally different and they are coming out of two 
separate entitites. She thought that there might be con­
flict there. 

REPRESENTATIVE CURTSS asked if she understood her to say 
that they were able to make a profit on this in Cascade 
County. MS. FAIRCLOUGH replied that they are now at that 
point; their program costs so much to operate; when they 
count their statistics for budgeting time, they count all 
the money they have put back into the court system; eventual­
ly when you collect contracts on court-ordered sentences, 
you are going to come out collecting more than the program 
costs the county even though all that money is not funneled 
directly into the judicial system of the county, it is 
funneled to the taxpayer of the county. 

REPRESENTATIVE CURTISS asked how is that money apportioned 
to the victim of the crime. MS. FAIRCLOUGH replied that 
basically what they do is they find out what the loss is 
to the victim; they put that before the court; the court 
returns orders that the defendant pay so much to the vic­
tim; it is up to her to see that that money gets to the 
appropriate party and to make sure that that individual 
has that money coming; and they compensate 100 per cent, 
if possible, or whatever the court choses to order. 
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REPRESENTATIVE CURTISS asked if more can be actually as­
sessed against the perpetrator of the crime than the ac­
tual damages. MS. FAIRCLOUGH replied that no, they can­
not; that part of what she does is try to ascertain the 
amount of loss; she had a case where a truck was stolen; 
replacement cost of that truck was $15,000.00 - that was 
what the victim wanted - but you have to go by fair mar­
ket value; and it was up to her to determine what fair 
market value was; the court chose to order only fair mar­
ket value, not the assessment costs, so the victime got 
what his truck was worth, but he did not get a new truck. 
She testified that the court never orders more to a vic­
tim than is his actual loss. 

REPRESENTATIVE CURTISS asked how is the funding for your 
department provided. MS. FAIRCLOUGH replied that she 
started on the Board of Crime Control for three years 
on a grant; then the county took over that grant and they 
sponsor and pay for the program out of the district court 
budget. 

REPRESENTATIVE KEYSER asked if this bill applies mainly 
to felons. SENATOR HALLIGAN responded for both misdemeanors 
and felonies. 

REPRESENTATIVE KEYSER noted on page 3, section 4, it says, 
"The court may not establish a payment schedule extending 
beyond the statutory maximum term of confinement"; and he 
wondered if they had a misdemeanor crime wherein the maxi­
mum would be sixty days or something like that, how would 
this work. SENATOR HALLIGAN replied that he will be al­
lowed as much as two years for this restitution to be made. 

REPRESENTATIVE JENSEN noted on page 1, line 20, under 
new section 2, it says, "condition of a deferred or sus­
pended sentence" and he wondered if they meant deferred 
imposition of sentence or deferred prosecution of crime; and 
there are prosecutions which are deferred based on certain 
conditions. He asked if they should add the word, "prose­
cution". MR. MAYNARD responded that, as a practical mat­
ter, there may be cases in which that is the practice, but 
he did not know if that was authorized by current law and 
those are found at the conclusion of the criminal proce­
dure code; and that is where restitution is authorized. 
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REPRESENTATIVE JENSEN questioned in a smaller county, 
who did she think should be the responsible party for 
the administration of these funds. MS. FAIRCLOUGH re­
sponded that probably the most logical for the collec­
tion would be the clerk of the court's office, because 
in a lot of cases, they are collecting money for child 
support and this type of thing and they are already bond­
ed; however, they may not like to get involved in the 
part of determining loss and where this money goes. 

REPRESENTATIVE ADDY commented that he heard Mr. Maynard 
say that many prosecutors do make restitution as a con­
dition of deferred prosecution and they do it with a pri­
vate agreement with the defendant rather than by an or-
der of the court. MR. MAYNARD responded that he was not aware 
of any provision in law that addresses that and if they 
are ordering restitution, logically that would be the 
way that they are doing it; he was not aware of the fact 
that they do order restitution in deferred prosecution, 
but he would think that the prosecutor would say, in those 
instances, that he would defer prosecution on this if 
these things were done. He noted that there is a very 
elaborate deferred prosecution program in Billings and 
there are a number of conditions that they impose, but 
he didn't know if they ordered restitution. 

REPRESENTATIVE ADDY commented the problem he has with 
that is that it seems to him that they may not have enough 
leverage to be able to enforce the restitution if they 
do not have the equivalent of a judgment from the court. 
He wondered if they really want to have a real active 
restitution program premised upon deferred prosecution". 
It would seem better to him to get the judgment of the 
court first and then deferred imposition of sentence. 
MR. MAYNARD replied that that is all that is addressed 
by this bill is deferred imposition of sentence. 

REPRESENTATIVE IVERSON said that it bothered him if they 
are talking about restitution prior to establishing guilt. 

There were no further questions and the hearing on this 
bill closed. Senator Halligan noted that Representative 
Asay will carry this bill on the floor of the House. 
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EXECUTIVE SESSION 

SENATE BILL 394 

CHAIRMAN BROWN passed out to the committee copies of a 
letter received from Curt Chisholm, Deputy Director of 
the Department of Institutions. See EXHIBIT B. He in­
dicated that this bill was passed out of here, but he has 
not signed the Standing Committee Report because of this 
letter. 

REPRESENTATIVE DAILY moved that they reconsider the ac­
tion taken on this bill. REPRESENTATIVE FARRIS seconded 
the motion. The motion carried unanimously. 

REPRESENTATIVE SPAETH moved that this bill BE CONCURRED 
IN. REPRESENTATIVE KEYSER seconded the motion. 

REPRESENTATIVE DAILY moved that on page 8, that lines 15, 
16 and 17 be stricken in their entirety. The motion was 
seconded by REPRESENTATIVE CURTISS. 

CHAI~~ BROWN requested Curt Chisholm to explain this 
a little further. MR. CHISHOLM explained the problems 
and then noted that if they get a license, which the 
Drug Enforcement Administration said they would give 
them if they applied for it, they would be able to do 
this; but they said not to tamper with the Pharmacy Prac­
tices Act; they can order these drugs directly from the 
manufacturer and they can keep it on hand in the event 
they ever need it. 

The motion carried unanimously. 

REPRESENTATIVE KEYSER moved that this bill BE CONCURRED 
IN AS AMENDED. REPRESENTATIVE CURTISS seconded the mo­
tion. The motion carried with REPRESENTATIVE DARKO and 
REPRESENTATIVE VELEBER voting no. 

SENATE BILL 203 

REPRESENTATIVE ADDY moved that this bill BE CONCURRED IN. 
REPRESENTATIVE JAN BROWN seconded the motion. 
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REPRESENTATIVE SPAETH moved to amend this bill on page 
1, line 18 by inserting the word "voluntarily" between 
"has" and "retired". REPRESENTATIVE IVERSON seconded 
the motion. 

REPRESENTATIVE SPAETH stated that he felt that they elect 
judges in this state and when they do not voluntarily re­
tire, it is generally that they were defeated and the 
voters have expressed their desire for one reason or 
another that they would just as soon not have those people 
sitting on the bench. 

REPRESENTATIVE ADDY asked if they elect water court judges. 
REPRESENTATIVE SPAETH responded that water judges are 
elected essentially at some point in time and at least 
in one instance had voluntarily retired. He advised that 
they presently have a water judge who had been involun­
tarily retired, but he did not think that this applies 
here. 

REPRESENTATIVE ADDY asked about Judge Shanstrom. REPRE­
SENTATIVE SPAETH replied that he never even thought about 
Judge Shanstrom, but he was defeated; but he was appointed 
to be on the water court and never got off the water court. 

REPRESENTATIVE SPAETH thought that voluntarily retired 
is pretty critical and when he made that motion, he did 
not even think of the judges that are involuntarily re­
tired, but now that he thought of it, it makes even more 
sense. 

REPRESENTATIVE ADDY commented that if they were going to 
limit the pool of judges to a very small number, then there 
would be cause for concern, but there are lots of retired 
judges. 

REPRESENTATIVE BERGENE indicated that the thing about 
involuntarily is that a person could be in fairly good 
health and not be able to stand the strain of being a 
district court judge on a daily basis; and for a medical 
disability, you are limiting that too. 
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REPRESENTATIVE SPAETH commented that he thought about 
that too, but no one really does that; they generally 
serve out their term and as a practice, he does not 
know of anybody who is retired under that provision 
and thinking back over the last ten or twelve years, 
he does not know of any judge that is in that particu­
lar situation. 

The motion carried unanimously. 

REPRESENTATIVE ADDY moved that the bill BE CONCURRED IN 
AS AMENDED. REPRESENTATIVE JENSEN seconded the motion. 
The motion carried unanimously. 

SENATE BILL 248 

REPRESENTATIVE DAILY moved that this bill BE CONCURRED 
IN. REPRESENTATIVE DARKO seconded the motion. 

The motion passed with REPRESENTATIVE KEYSER, REPRESEN­
TATIVE CURTISS, REPRESENTATIVE HANNAH and REPRESENTATIVE 
IVERSON voting no. 

REPRESENTATIVE JAN BROWN noted that Harold Hanser brought 
up the matter of doing a study on the commitment law and 
she wondered if there was a bill in on this or should they 
do this as a committee. 

REPRESENTATIVE IVERSON said that a resolution can be in­
troduced up to the 90th day 

CHAIRMAN BROWN noted that, as far as he knew, nobody has 
talked about it. 

REPRESENTATIVE SPAETH felt that SB 347 or HB 888 has got 
to be reported out in order to have any sanity on our 
streams this summer. CHAIRMAN BROWN indicated that they 
would check HB 888 out and decide what they can do with 
SB 347 tomorrow morning. 

CHAIRMAN BROWN indicated that they have SB 391 and SB 237, 
which deals with restitution and he wondered if they 
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as a committe,were comfortable with those bills, or would 
they like him to have David Ness come in and give them 
a half-hour presentation on restitution. It was agreed 
that they were all comfortable. 

REPRESENTATIVE KEYSER moved that the meeting be adjourned 
at 10:26 a.m. 

cQ~ 
DAVE BROWN, Chairman 
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having had under consideration ................................... ~.~~ .............................................................. Bill No ..... ~~:~ .... . 

_:" _third ______ reading copy ( blue 
color 

A DILL FOil All AC-r mtfX'I'LBD, .. u AC.'t AMBIIDlJIG SJ!C7XOtJ 1'-5-103, JICA .. 

'fO DODIU A JUDCm 011 JUftXC£ Hft-II-¥D.u-eR-fI8U-eP-SBItYHB 1fJIO 

UTIU. BJ!Petm-A6B--fS A!"ftlt a YEARS OF .EJlVICE !'O ASSIST THB supamm --._." ___ .. __ ._~_. _. 1 ... _ 

COOltT, A DIS'lRIC'- COURT, OR A WATER COO!t'!' 0P0fl &'!OUEST 07 'rim 

SOPlWU: COURT on TnE CHmP JOSCfICE Of' THE SUPRmm COURT." 

Respectfully report as follows: That .............................. ~.~~~~ ............................ : ................................ Bill No .. ~.P.:l ....... . 

1m A..ltBNDBD AS FOLLOWS: 

1. ~ltle, line 1. 
Pollovin~: -lm'rlRES IT 

Insert: fiVOLU!f'tJUtIL Y· 

2. PAge 1, lina IS. 
Follow lnq: -HAS· 
IAsart: "'voluntarily" 

[\-so AS A..~$;l!)r:!) 

BE ' cOl:iCiJiRif5-fN 

STATE PUB. CO. 
Helena, Mont. 

. , ... ...................................................................................................... 
DAB BROIIfl, Chairman. 

COMMITTEE SECRETARY 
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color 

.... Acr ALLOliDIG A DBftlI1WI'l 8U':BRCn -:0 DBAft TO 0l00SB UftBBII 
BAlfGDIG AND A LftBAL DlJEC'fIOJI, P1IOYIJ)X.G ftA'f 'fBB lQRDBII OF 'tSB 
HUB PRISOII 8BALL PaOVIDZ .,.. PLAC&, ntlSOJI, ISO IJ01.EU.'f8 'to 
CAltllY 00'f Tim JaECtJ'rIOR I CllAJlfGl:JIG 'l'H2 LIS'! or PDSO§ VIJtWI!tC fttB 
EUCU'l'IOlfS MB DmIP'1'IlfG P£1lSO!fS AC'.l'UALLX P%RrOaMICIG TO BXBCUTIOJl 
PllOM PllOl'ESStONAL LICBJISDIS UQUIImIlRH'rS; AKlWotWG SECl'IOKS 37-3-103, 
31-8-101, 45-3-109, .6-19-103, .'-19-202, AUG 46-1'-20', MCA, 

PROVIDING FOR APJtLlCATXOH TO DEA'1'8 S~ It4POSEO BD'OJU! Altn Al'TltR TU 
EiPSCTffiiDAH OF RIS M:r; A!iD PllOVIDDG AV DOmi)ffiS UPEC'.rlVE DAH. i 

SENATE 394 
Respectfully report as follows: That ............................................................................................................ Bill No .................. . 

1. Page 9, followin9 line l4. 
Strike: Subsection (6) in its entirety. 

STATE PUB. CO. Chairman. 
Helena, Mont. 

COMMITTEE SECRETARY 
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color 

• U AC.f to GBlfB8ALLY UVZSB !1JB l.&If8 RBLATIH '!O A CLADl OF IIJtftAL 
0%810 0. DBI'&er 111 ClWCXD.L P8OCSIWDGS; PB89RD8 ........... R8£ft 
_.... _-A-IfJIIfBJr-BHBlt8&-eJl-HllJJft-NI-fiUl-9Bl1l 
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MeIs.. • 

Respectfully report as follows: That ............................................ ~~~~!~ ................................................ Bill No ....... ~~~ ... . 

tiE COi1CURR:eO IN ---------------

STATE PUB. CO. 
············•···· .. ft· ...... ······ .... ···· .. ················ .. · ................................... . 

DAVB .. ROWS Chairman. 
Helena, Mont. 

COMMITTEE SECRETARY 



VISITOR'S REGISTER 

HOUSE _______ J_U_D_I_C_I_A_R_Y____________ COMMITTEE 

BILL SB 138 DATE March 21, 1983 

SPONSOR SENATOR MAZUREK ----------------------------

NAME RESIDENC~ REPRESENTING SUP- OP-
PORT POSE 

~f., MfARn D Jif~(/VA 
~sINE'f~ .(AW S'£cr/4 AJ L--'" 

s..«A<f~ IS~ 6r: Mo-v"-~~ 

~~~~~~ --gu::t6 KlJ-~-c'~ ~ s,,<--f!..,«-~ V 
~-~A<()J:::- IL-t r-

- ----

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

FORM CS-33 



VISITOR'S REGISTER 

HOUSE ______ ~I~TI~ID~I~C~I~A~R~Y~ ________ __ COMMITTEE 

BILL ____ ~S~E~N~A~TwE~B~I~I~.I~.~2~3~7~ ______ __ DATE !.1arch 21, 1983 

SPONSOR SENATOR HALLIGAN 

NAME RESIDENC~ REPRESENTING SUP- OP-
PORT POSE 

~~~{~WM.~ \0 )\n.c.J ~ lJj.,::. c..c.o G 6.. c.u. l.J:::> ..... "-""'C"ci '>(. 
......... ~A.-:-1\ .r.. . ?.A.c ~ r""'-

1L/,~H~~L ::1!~ J 
,-/17/ . c:tL e4vJ ~ \/ 7:: ~.;:~.,; . K. 

<;2.;£., at. .4. -
," r-.. 

I J 
" .11.11 r- - .ill 

\ 

. -.-.-

! 

! 

-

IF YOU CARE TO WRITE COl1MENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

FORM CS-33 



PACE SKYLINE CENTER·- 3300 Third Street NE, Great Falls: }fontana 59404 

I"a rch 10, 1983 
Becky Fairclough 
Restitutions Department 
CASCO Building 

~;-I-,q 

3-~/-1S~ Great Falls, MT 59401 

Dear Becky: S.8 .:?.3? 

Thank you for agreeing to be a resource speaker at our PACE Creative 
Problem-Solving Workshop on tlarch 22 and 23. The workshop will be held at 
the Memorial Youth Center, 801 Second Avenue North. You will be working 
with students from 9:00 to 11 :30 a.m. both days . 

. The topic is "Is There Justice in the Law?" and will focus ~n justice 
from the perspective of the victim, the criminal and society. Please respond 
to the topic from your perspective. You will first speak for five minutes 
as a member of a panel. Following the panel, the students will rotate to 
you for a series of question/ans\'/er sessions. Please interact with them in 
whatever way you feel will encourage the exchange of ideas. 

Here is the morning schedule: 

8:00 -
8:20 -
8:30 -
8:50 -
9:00 -

8:20 
8:30 . 
8:50 
9:00 
9:30 

9:30 - 9:45 
.9:45 - 11 :25 

11 :25 - 12 :00 
. 12:00 - 12:30 

Registration 
~~e 1 come 
Keynote Address, Judge Hilliam Coder 
Introduction of Panel and Coaches 
Panel: Father Gregori, moderator; Becky Fairclough; 

Mike Gersack; Tom McKittrick; Mike Smartt 
Break 
FACT "FINDING: Question/Answer Sessions (five 20-minute 

sessions of approximately 20 students) 
Fact Finding Su~mary (Tea~s & Coaches) 
Lunch 

Lunch will be served at noon and we invite you to join us as our 
guest~ Please call the PACE Office, 791-2270 if you will be able to stay. 

Thank you again for sharing your time and knowledge with us. You 
will be an integral part of the FIRST step of the Creative Problem-Solving 
Process. 

AB: 1 s 

Andrea Bartelt, Director 
PACE Program 
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 t

he
. r

ea
lt

y 
at

 t
h

e 
ti

m
e 

of
 c

on
tr

ac
ti

ng
, 

an
d 

th
e 

p
ar

ti
es

 c
an

 b
y 

id
en

ti
fi

ca
ti

on
 e

ff
ec

t a
 p

re
se

nt
 s

al
e 

be
fo

re
 s

ev
er

an
ce

, 

(3
) 

T
he

 
pr

ov
is

io
ns

 o
f 

th
is

 s
ec

ti
on

 a
re

 s
ub

je
ct

 t
o

 a
n

y
 t

h
ir

d
 

p
ar

ty
 r

ig
h

ts
 p

ro
vi

de
d 

by
 t

he
 l

aw
 r

el
at

in
g 

to
 r

ea
lt

y 
re

co
rd

s,
 a

n
d

 
th

e 
co

n
tr

ac
t 

fo
r 

sa
le

 m
ay

 b
e 

ex
ec

ut
ed

 a
nd

 r
ec

or
de

d 
as

 a
 d

oc
u­

m
en

t 
tr

an
sf

er
ri

n
g

 a
n

 i
nt

el
'e

st
 i

n 
la

nd
 a

nd
 s

ha
ll

 t
he

n 
co

ns
ti

tu
te

 
no

ti
ce

 t
o 

th
ir

d 
pa

rt
ie

s 
of

 t
he

 b
uy

el
"s

 r
ig

ht
s 

un
de

r 
th

e 
co

n
tr

ac
t 

fo
r 

sa
le

, 

R
ea

so
ns

 f
or

 1
97

2 
C

ha
ng

e 

'.
 

S
e\

'e
ra

l 
ti

m
be

r,
gr

o\
\:

in
g 

st
at

es
 

ha
vc

 
ch

an
ge

d 
th

e 
19

62
 

·C
od

e 
to

 m
ak

e 
ti

m
b

er
 t

o 
be

 c
ut

 u
nd

er
 a

 c
on

tr
ac

t 
o

f 
se

ve
ra

nc
e 

go
od

s,
 r

eg
ar

d
lc

ss
 o

f 
th

e 
qu

es
ti

on
 w

ho
 i

s 
to

 s
ev

er
 t

he
m

. 
T

h
e 

se
ct

io
n 

is
 

re
vi

se
d 

to
 

ad
op

t 
th

is
 

ch
an

ge
, 

F
in

an
ci

ng
 o

f 
th

e 
tr

an
sa

ct
io

n
 

is
 

fa
ci

li
ta

te
d 

if
 t

he
 

ti
m

be
r 

is
 

tr
ea

te
d 

as
 

go
od

s 
in

st
ea

d 
o

f 
l'c

al
 e

st
at

e,
 

A
 s

im
il

ar
 .

::h
an

gc
 i

s 
m

ad
c 

in
 t

h
e 

de
!­

in
it

io
n 

of
 

"g
oo

ds
" 

in
 

S
ec

ti
on

 
9

-1
0

5
. 

T
o 

pr
ot

ec
t 

pe
rs

on
s 

dt
!a

ii
ng

 w
it

h
 t

im
be

rl
an

ds
, 

fi
li

ng
 o

n 
ti

m
be

r 
to

 
be

 c
u

t 
is

 r
e­

Q
ui

re
d 

il
l 

P
a
rt

 4
 o

f 
A

rt
ic

le
 9

 t
o 

be
 m

ad
e 

in
 r

ea
l 

es
ta

te
 r

ec
or

da
 

in
 a

 m
an

n
er

 c
om

pa
ra

bl
e 

to
 !

h
.t

u
re

 f
il

in
g,

 

I 
~\
 

I 
• 

• 
• 

• 
~
 



§ 
,2

-2
0

7
. 

A
dd

it
io

na
l 

T
('

m
lS

 i
n 

A
cc

ep
ta

ll
ce

 o
r 

C
on

fi
rm

at
io

n 

(l
) 

A
 

de
fi

ni
te

 :
m

c1
 s

ea
so

na
bl

e 
ex

pr
es

si
on

 o
f 

ac
ce

pt
an

ce
 o

r 
a 

w
ri

tt
en

 
co

nf
ir

m
at

io
n 

w
h

ic
h

 
is

 
se

n
t 

w
it

h
in

 
a 

re
as

on
ab

le
 

ti
m

e 
o

p
er

at
es

 
as

 
an

 
ac

ce
p

ta
n

ce
 e

ve
n 

th
o

u
g

h
 

it
 s

ta
te

s 
te

rm
s 

ad
d

i­
ti

o
n

al
 t

o
 o

r 
d

if
fe

re
n

t 
fr

o
m

 t
ho

se
 o

ff
er

ed
 o

r 
ag

re
ed

 u
po

n,
 u

nl
es

s 
ac

ce
p

ta
n

ce
 i

s 
ex

p
re

ss
ly

 m
ad

e 
co

nd
it

io
na

l 
on

 a
ss

en
t 

to
 t

h
e 

ad
d

i­
ti

o
n

al
 o

r 
d

if
fe

re
n

t 
te

rm
s.

 
(2

) 
T

h
e 

ad
d

it
io

n
al

 
2

!.
 d

if
fe

re
n

t 
te

rm
s 

a
re

 
to

 b
e 

c
o

n
st

ru
e
d

 
a
s 

p
ro

p
o

sa
ls

 
fo

r 
ad

d
it

io
n

 t
o 

th
e 

co
n

tr
ac

t.
 

B
et

w
ee

n
 m

er
ch

an
ts

 s
uc

h 
te

rm
s 

be
­

co
m

e 
p

ar
t 

o
f 

th
e 

co
n

tr
ac

t 
u

n
le

ss
: 

(a
) 

th
e 

of
fe

r 
ex

p
re

ss
ly

 l
im

it
s 

ac
ce

pt
an

ce
 t

o
 t

h
e 

te
rm

s 
o

f 
th

e 
o

ff
er

; 

(b
) 

th
ey

 m
at

er
ia

ll
y

 a
lt

er
 i
t;

 o
r 

(c
) 

no
ti

fi
ca

ti
on

 o
f 

ob
je

ct
io

n 
to

 t
he

m
 h

as
 a

lr
ea

dy
 b

ee
n 

g
iv

en
 

o
r 

is
 g

iv
en

 
w

it
h

iu
 a

 
re

as
on

ab
le

 t
im

e 
af

te
r 

no
ti

ce
 

o
f 

th
em

 i
s 

re
ce

iv
ed

. 

(3
) 

C
on

du
ct

 b
y

 b
o

th
 p

ar
ti

es
 w

h
ic

h
 r

ec
og

ni
ze

s 
th

e 
ex

is
te

nc
e 

o
f 

a 
co

n
tr

ac
t 

is
 s

uf
fi

ci
en

t 
to

 e
st

ab
li

sh
 

a 
co

n
tr

ac
t 

fo
r 

sa
le

 a
l­

th
o

u
g

h
 t

h
e 

w
ri

ti
n

g
s 

o
f 

th
e 

p
ar

ti
es

 d
o 

n
o

t 
ot

he
rw

is
e 

es
ta

b
li

sh
 a

 
co

n
tr

ac
t.

 
In

 
su

ch
 

ca
se

 
th

e 
te

rm
s 

o
f 

th
e 

p
ar

ti
cu

la
r 

co
n

tr
ac

t 
co

n
si

st
 

o
f 

th
os

e 
te

rm
s 

on
 

w
hi

ch
 

th
e 

w
ri

ti
n

g
s 

o
f 

th
e 

p
ar

ti
es

 
ag

re
e,

 t
o

g
et

h
er

 w
it

h
 a

n
y

 s
u

p
p

le
m

en
ta

ry
 t

er
m

s 
in

co
rp

or
at

ed
 u

n
­

d
er

 a
n

y
 o

th
er

 p
ro

vi
si

on
s 

o
f 

th
is

 A
ct

. 

R
EA

SO
N

S 
FO

R
 

PR
O

PO
SE

D
 

CH
A

N
G

E 
TO

 
SE

C
T

IO
N

 
2

-2
0

7
 

S
e
c
ti

o
n

 
2

-2
0

7
 

w
as

 
a 

m
a
jo

r 
in

n
o

v
a
ti

o
n

 o
f 

th
e
 

!i
O

;:
"'

 

U
CC

 
in

 
th

a
t 

i
t
 
s
e
t 

fo
rt

h
 
ru

le
s
 

b
y

 w
h

ic
h

 
tr

a
n

s
a
c
ti

o
n

s
 

e
n

te
re

d
 

in
to

 
in

 
a 

co
m

m
er

ci
al

 
c
o

n
te

x
t 

a
re

 
tr

e
a
te

d
 
a
s 

th
e
 

b
in

d
in

g
 
c
o

n
tr

a
c
ts

 
th

e
 
p

a
rt

ie
s
 

in
te

n
d

e
d

 
n

o
tw

it
h

­
st

a
n

d
in

g
 
d

e
v

ia
ti

o
n

s
 

fr
o

m
 

th
e
 
s
tr

ic
t 

co
m

m
on

 
la

w
 r

u
le

s
 

o
f 

c
o

n
tr

a
c
t 

fo
rm

a
ti

o
n

. 
S

p
e
c
if

ic
a
ll

y
, 

th
e
 
s
e
c
ti

o
n

 
E

eI
"!

!!
it

s 
.t

h
e
 
fo

rm
a
ti

o
n

 
o

f 
a 

b
i
n
d
i
n
~
 
o
b
l
i
g
a
t
i
o
n
w
h
~
l
:
"
~
_
 

-~§
F~~

E:~
~;r

B~:
~;i

;;~
~i!

~rr
iL:

~~-
f 

th
a
t 

a
n

 
a
c
c
e
p

ta
n

c
e
 

b
e
 
t
h
e
~
"
m
i
r
r
o
r
 
iI
na
g~
~'
) 

p
f 

th
e
 
o

ff
e
r 

" a
n

d
 
w

o
u

l"
"
in

d
 
th

a
t 

a 
p

u
rp

o
ri

"e
d

a
c
c
e
p

-t
a
n

c
e
 w

it
h

 
...

. ~
 
--_

 ..
...

...
.. 

.l
~ 

a
d

d
it

io
n

a
l 

o
r 

d
if

fe
re

n
t 

te
rm

s 
to

 
b

e 
a 

c
o

u
n

te
r-

o
ff

e
r 

w
h

ic
h

 
fr

e
q

u
e
n

tl
y

 
le

d
 

to
 

a 
fi

n
d

in
g

 
th

a
t 

n
o

 
c
o

n
tr

a
c
t 

re
s
u

lt
e
d

 
ev

en
 
if

 
th

e
 
p

a
rt

ie
s
 

to
 

th
e
 

tr
a
n

s
a
c
ti

o
n

 
h

ad
 

re
a
c
h

e
d

 
a 

co
m

m
er

ci
al

 
u

n
d

e
rs

ta
n

d
in

g
 
th

a
t 

th
e
 
d

e
a
l 

w
as

 
c
lo

se
d

. 

I
t 

a
p

p
e
a
rs

 
th

a
t 

th
e
 
o

ff
ic

ia
l 

te
x

t 
o

f 
th

e
 

C
od

e 
in

a
d

v
e
rt

e
n

tl
y

 o
m

it
te

d
 

th
e
 

re
fe

re
n

c
e
 

to
 ,
~,

:Q
.!

tf
.e

re
Il

t"
 

te
rm

s 
in

 
su

b
se

c
ti

o
n

 
2

. 
S

ee
 
o

ff
ic

ia
l 

C
om

m
en

t 3
-'

to
­

s
e
c
ti

o
n

 
2

-2
0

7
. 

lf
u

il
e
 

c
o

u
rt

s
 

an
d

 
co

m
m

en
ta

to
rs

 
h

av
e 

d
is

a
g

re
e
d

 
o

n
 
th

is
 

c
o

n
c
lu

si
o

n
, 

in
 
th

is
 
w

ri
te

r'
s
 
o

p
in

io
n

, 
c
a
se

s 
su

c
h

 
a
s 

S
te

in
e
r 

v
. 

M
o

b
il

 
O

il
 

C
o

rp
.,

 
5

6
9

 
P

.2
d

 
7

5
1

 
a
t 

75
9 

n
o

te
 

5 
(C

a
l.

 
1

9
7

7
) 

re
p

re
se

n
t 

th
e
 
p

re
fe

r­
a
b

le
 v

ie
w

 a
s 

to
 

th
is

 
o

m
is

si
o

n
 

o
f 

"
d

if
fe

re
n

t"
 

te
rm

s 
in

 
su

b
-s

e
c
ti

o
n

 
2

. 
In

 
S

te
in

e
r,

 
th

e
 
C

a
li

fo
rn

ia
 

S
u

p
re

m
e 

C
o

u
rt

 
n

o
te

d
 

th
e
 
in

c
lu

s
io

n
 o

f 
b

o
th

 
p

h
ra

se
s 

("
a
d

d
it

io
n

a
l 

o
r 

d
if

fe
re

n
t"

) 
in

 
o

ff
ic

ia
l 

C
om

m
en

t 
3 

an
d

 
o

b
se

rv
e
d

 
th

a
t 

th
e
 
d

is
ti

n
c
ti

o
n

 
b

et
w

ee
n

 
th

e
 

tw
o 

w
o

rd
s 

is
 
a
m

b
i­

g
u

o
u

s.
 

T
he

 
c
o

u
rt

 
fo

u
n

d
 

th
a
t 

e
it

h
e
r 

a
d

d
it

io
n

a
l 

o
r 

d
if

fe
re

n
t 

te
rm

s 
a
re

 
s
u

b
je

c
t 

to
 
s
u
b
~
s
e
c
t
i
Q
n
 

2 
o

f 
2

-2
0

7
, T

h
is

 
p

ro
p

o
se

d
 

am
en

d
m

en
t 

is
 d

e
si

g
n

e
d

 
to

 
e
li

m
in

a
te

 
th

is
 
a
m

b
ig

u
it

y
 
in

 M
o

n
ta

n
a.

 
T

h
is

 
co

m
m

en
t 

w
ri

tt
e
n

 b
y

 
P

ro
f.

 
R

o
n

al
d

 
W

y
se

. 

B
tl

 
-.

. .
. ~

 
~
 

-"",
'~'"

 , . 
-.r

~iJ
W! 

,
.
 

.-



.
~
 

::
10

-2
-7

02
. 

S
eB

er
's

 r
em

ed
ie

s 
on

 d
is

co
v

er
y

 o
f 

b
u

y
e
r'

s 
in

so
Jv

en
{!

y.
 

(1
) 

W
he

re
 t

he
 s

cH
er

 d
is

co
ve

r.:
; 

t h
~ 

ll
l1

:/
(~

r 
to

 l
w

 i
m

,o
h'

en
t 

he
 m

ay
 r

l!f
lls

e 
da

lh
/­

er
y 

ex
ce

pt
 

fo
r 

ca
sh

 
in

cl
ud

in
g 

pa
ym

en
t 

fo
r 

al
l 

go
od

s 
tl

ie
re

to
fo

re
 

de
liv

ec
C

!d
 

un
de

r 
th

e 
co

nt
ra

ct
, 

an
d 

st
op

 d
el

iv
er

y 
un

oe
r 

th
is

 c
ha

pt
er

 (
:~
O-
2-
70
5)
. 

(2
) 

W
he

re
 t

he
 s

el
le

r 
di
s~
ov
er
s 

th
at

 t
he

 b
uy

er
 h

aR
 r

ec
ei

ve
d 

go
od

s 
on

 c
re

di
t 

\v
hi

il
' 

in
so

lv
en

t 
he

 I
lla

y 
re

cl
ai

m
 t

he
 g

oo
ds

 u
po

n 
de

m
an

d 
m

ad
e 

w
it

hi
n 

10
 d

ay
s 

af
te

r 
th

e 
re

ce
ip

t,
 b

u
t 

if
 m

is
l'e

pn
;s

pn
ta

ti
on

 o
f 

SO
IV

CI
H.

:y 
ha

s 
be

en
 m

ad
e 

to
 t

he
 

pa
rt

ic
ul

ar
 s

el
le

r 
in

 w
ri

ti
ng

 w
ith

in
 3

 m
on

th
s 

be
fo

re
 d

el
iv

er
y 

th
e 

10
-(

13
y 

li
m

it
a­

ti
on

 d
oe

s 
no

t 
ap

pl
y.

 E
xc

ep
t 

as
 p

ro
vi

de
d 

in
 t

hi
s 

su
bs

ec
ti

on
 t

he
 s

el
le

r 
In

l'
l)

' 
no

t 
ba

se
 a

 r
ig

ht
 t

o 
re

cl
ai

m
 g

oo
ds

 o
n 

th
e 

bu
ye

r's
 f

rc
ud

ul
en

t 
or

 i
nn

oc
en

t 
m

is
re

pr
e­

se
nt

at
io

n 
of

 s
ol

ve
nc

y 
or

 o
f 

in
te

nt
 t

o 
pa

y.
 

(3
} 

T
h

e 
se

ll
er

's
 r

ig
ht

 
to

 
re

cl
ai

m
 

un
de

r 
su

b
se

ct
io

n
 (

2)
 

is
 s

ub
je

ct
 t

.o
 t

he
 

ri
gh

t:
; 

of
 &

 
bu

ye
r 

in
 

or
di

na
ry

 c
ou

rs
e 

or
 o

lh
er

 l
!o

o.
:l 

fa
it

h 
;>

lH
"c

ha
se

r W
r 

li
~n

 
cr

£·
oi

to
i]

 u
nd

er
 

th
is

 
ch

ap
te

r 
(3

\)
-2

-4
0;

1)
. 

;3
uc

ce
ss

iu
i 

re
cl

am
al

io
n 

of
 

go
ud

s 
ex

cl
ud

es
 a

ll
 o

tn
er

 r
em

ed
ie

s 
w

it
h 

re
sp

ec
t 

to
 t

he
m

. 

RE
A

SO
N

S 
FO

R
 P

R
O

PO
SE

D
 

CH
A

N
G

E 
TO

 
SE

C
TI

O
N

 
2-

70
2 

S
e
c
ti

o
n

 
3

0
-2

-7
0

2
(3

) 
M

on
ta

na
 

C
od

e 
A

n
n

o
ta

te
d

 
re

fl
e
c
te

d
 

th
e
 

1
9

6
2

 
o

ff
ic

ia
l 

te
x

t 
o

f 
th

e
 

C
od

e.
 

S
u

b
se

q
u

en
t 

to
 M

o
n

ta
n

a'
s 

a
d

o
p

ti
o

n
 o

f 
th

is
 

se
c
ti

o
n

, 
su

b
se

c
ti

o
n

 
3 

o
f 

se
c
ti

o
n

 
2

-7
0

2
 

w
as

 
am

en
de

d 
in

 
19

66
 

by
 

d
e
le

ti
n

g
 

th
e 

re
fe

re
n

c
e
 

to
 

"L
ie

n
 

C
re

d
it

o
r,

"
 a

s 
in

d
ic

a
te

d
 a

b
o

v
e.

 
T

he
 

ra
ti

o
n

a
le

 
o

f 
th

e
 

am
en

d
­

m
en

t 
in

 
g

e
n

e
ra

l 
is

 
th

a
t 

se
c
ti

o
n

 
2

-7
0

2
 
g

iv
e
s 

an
 u

n
se

cu
re

d
 

s
e
ll

e
r 

a 
ri

g
h

t 
to

 
re

c
la

im
 g

o
o

d
s 

d
e
li

v
e
re

d
 

to
 

an
 
in

so
lv

e
n

t 
b

u
y

er
 
if

 
de

m
an

d 
is

 m
ad

e 
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 o
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 c
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 o
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at
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e.
:e

ss
ar

y 
in

do
rs

em
en

t,
 

(2
) 

A
 

pe
rs

on
 b

y 
tr

an
sf

er
ri

n
g

 a
 c

er
ti

fi
ca

te
d

 s
ec

ur
it

y 
to

 a
 p

u
r­

ch
as

er
 f

o
r 

va
lu

e 
w

ar
ra

n
ts

 o
nl

y 
th

at
.:.

 

(a
) 

h
is

 t
ra

n
sf

er
 is

 e
ff

ec
ti

ve
 a

n
d

 r
ig

h
tf

u
l;

 
[a

n
d

] 
19

8 

§ 
8-

30
6 

(b
) 

th
e 

se
cu

l'i
t.y

 i
s 

ge
nu

in
e 

an
d

 h
as

 n
ot

 b
ee

n 
m

at
er

ia
ll

y 
al

-
te

re
d

; 
un

d 
• 

19
77

 A
M

E
N

D
M

E
N

'r
s 

(c
) 

he
 I

m
ow

s 
o

f 
no

 f
ac

·t 
w

hi
ch

 m
ig

h
t 

im
p

ai
r 

th
e 

va
li

di
ty

 o
f 

th
e 

se
cu

ri
ty

, 

(3
) 

(W
h

er
e]

 I
f 

a 
ce

rt
if

ic
at

ed
 s

ec
u

ri
ty

 i
s 

de
li

\'e
l'(

'(I
I.

v 
11

11
 
in

tl
'r

­
m

ed
in

ry
 k

no
w

n 
to

-h
e 

en(
rti

:~i
('r

l\\
'it

h d
eli

~'e
ry 

(Or
 ti

ll
' S

C't
· •

 .-r
il 

\' 
/1

/1
 
'0('

_ 
h

n
lf

 o
f 

an
ot

he
l' 

0
1

' 
w

it
h 

('0
11

1'
1'

1 
i/l

ll 
(Or

 /I 
dl

'lI
n'

tl
l' 

o
tl

ll
'I

' 
1'1

11
11

11
 ~"

!Hi
ll"

l 
(s

lI
ch

] 
de

li
ve

ry
, 

th
e 

ill
tl'

rI
lH

'''i
:I

I',
\' 

1I
,\'

/S
llI

'h
 J

 1
1,

·lh
·"

I',
V

 \
\'1

11
'1

'1
11

11
" 

11
11

_ 

ly
 h

is
 O

\\"
n 

go
o"

 f
ai

th
 H

n
" 

H
II

II
" .

.. 
il.

\',
 (

'\'
('"

 t
hl

ll
ll

d,
 1

"'1
1/

,,,
 1

"1
/.1

.11
1, 

...
. 11

 
o

r 
m

ad
e 

ad
va

nc
es

 H
g:

dn
st

 t
il
('

 c
la

im
 t

o
 h

I' 
('

o
ll

"d
l'

ll
 1

Iv
-1

I1
" .

. !.
 

th
ll 

de
li

ve
ry

, 

(4
) 

A
 p

le
dg

ee
 0

1
' 
ot

he
l' 

ho
ll

l(
·r

 fC
II'

 s
ec

u 
ri

ly
 w

h
o

 r
l''

'c
liv

l!
rK

 [
ti

ll
' J

 
a 

ce
rt

if
ic

at
ed

 s
ec

ur
it

y 
re

ce
iv

ed
, 

o
r 

af
te

r 
pH

ym
en

t 
an

cl
 o

n 
o

rd
er

 
'O

'ft
l1

eC
fc

bt
ol

'-d
el

h'
el

's
 t

h
at

 s
ec

u
ri

ty
 t

o 
a 

th
ir

d
 p

er
so

n.
!. 

m
ak

es
 o

n 
It

 
th

e 
w

ar
ra

n
ti

es
 o

f 
an

 i
n

te
rm

ed
ia

ry
 u

n
d

er
 s

ub
se

ct
io

n 
(3

),
 

(5
) 

A
 

pe
rs

on
 w

ho
 o

ri
gi

na
te

s 
an

 i
n

st
ru

ct
io

n
 w

ar
ra

n
ts

 t
o 

th
e 

is
su

er
 t

h
at

: 

(a
) 

he
 i

s 
an

 a
pp

l'O
pr

ia
te

 p
er

so
n 

to
 o

l'i
gi

na
te

 t
h

e 
in

st
ru

ct
io

n;
 

an
d

 
-
-
-
-
-
-
-
-
-

(b
) 

c!
.!

.!
h~

!'
~_

e 
th

e 
il

ls
tr

ll
ct

io
n 

is
 p

re
se

nt
ed

 t
o 

th
e 

is
sn

er
 h

e 
w

ill
 b

e 
en

lit
iC

C
1t

ot
iIC

re
gl

sl
ra

liO
llO

( t
rc
~n
.~
Ce
r:
 -j

}IC
iig

e,
or

 
re

le
as

e,
 

-
-
-

(6
) 

A
 

pe
rs

on
 w

ho
 o

ri
gi

na
te

s 
an

 i
ns

tr
uc

ti
on

 w
ar

ra
n

ts
 t

o 
an

y
 

pe
rs

on
 s

pe
ci

al
ly

 g
ua
ra
nl
ee
ir
l-
i?
"t
iT
.~
-;
rg
na
tl
ir
e-
(S
Ui
)~
ec
ii
on
 -H

-3
1

2
 

(3
»

 t
h

at
: 

.. -

(a
) 

he
 i

s 
an

 a
pp
I'
()
~I
Ja
te
 p

er
so

n 
to

 £
!.

~g
in

at
e 

th
e 

in
st

ru
ct

io
n 

i 
an

d
 

(b
) 

a
t 

th
e 

ti
m

e 
th

e 
in

st
ru

ct
io

n 
is

 p
re

se
nt

ed
 t

o 
th

e 
is

su
er

 
(i

) 
he

 w
il

l 
be

 e
nt

it
le

d 
to

 t
h

e 
l'e

sr
is

tr
at

io
n 

o
f 

tr
an

sf
er

, 
pl

<:
<.

lg
e, 

0
1

' 
re

le
as

e;
 

an
d 

(i
i)

 
th

'~
 t

ra
n

sf
er

 
1
{
l
e
d
~
 0

1
' 

I'e
le

as
e 

re
qu

es
te

d 
in

 t
h

e 
in

­
st

ru
r1

iO
il

\d
n

 
)c

 r
eg

ls
te

rl
'i

fh
y

 t
he

 '
''!

-l
Il

'r
lr

('
('

 f
rt

.m
 

ai
ni

(.
-I

 ... ~
: ·

S
P

C
lI

 ri
lY

TI
it

cl
:C

st
~,

 r
('
~i
1:
r~
·t
io
,l
s.
·;
;I
.d
-t

la
im

s 
ot

he
r t

lla
llt

iiQ
Se

;;,
ie

cl
f"

ie
tfT

nt
i,e

-jr
ls

tr!
lz

.tl
on

-:-
--

(7
) 

A
 

pe
rs

on
 w

ho
 o

ri
ld

na
te

s 
an

 i
ns

tr
uc

ti
on

 w
ar

ra
n

ts
 t

o
 a

 p
ur

­
ch

as
er

 f
o

r 
va

lu
e 

an
d

 t
o

 a
n

y
 p

er
so

n 
g

u
ar

an
te

ei
n

g
 t

he
 i

ns
tr

uc
ti

on
 

(S
ec

ti
on

 8
-3

1
2

(6
»

 
th
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h
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io

n
 w

as
 o

ri
g

in
at

­
~
 b

y
 

th
e 

u
p

p
ro

p
ri

at
e 

j;er
scm

 o
r 

p
er

w
n

s·
iS

ec
tT

o
n

 ,
8

-
:3

()
~l

);
 

[a
n

d
) 

re
as

o
n

ab
le

 a
ss

u
m

ll
ce

 i
s 

g
iv

en
 t

h
a
t 

th
o

se
 i

n
d

o
rs

em
en

ts
 

0
1

' 
in

st
ru

ct
io

n
s 

a
re

 g
en

u
in

e 
an

d
 e

ff
ec

ti
v

e 
(S

ec
ti

o
n

 8
--"

:' 
<I O

:!
);

 
[a

iJ
<

ij-
th

e 
is

su
er

 h
as

 n
(l

 d
u

ty
 

(t
o

 i
n

q
u

ir
e 

in
to

] 
as

 t
o

 a
d

\'
er

se
 

cl
ai

m
s 

0
)
' 

h
as

 (
Ii

se
h

ar
g

ed
 [

a
n

y
 s

u
ch

] 
th

e
 d

u
ty

 (
S

ec
ti

o
n

 
H-
'1
O:
~)
; 

[a
n

d
] 

-
an

y
 

ap
p

li
ca

b
le

 
la

w
 

re
la

ti
n

g
 t

o
 t

h
e 

co
ll

ec
ti

o
n

 
o

f 
ta

x
es

 
h

as
 h

ee
n

 c
o

m
p

li
ed

 w
it

h
; 

n
n

d
 

th
e,

 t
ra
ns
fe
r~
 

p
le

d
g

e,
 0

1
' 

re
le

as
e 

is
 i

n
 f

ac
t 

ri
g

h
tf

u
l 

o
r 

is
 

to
 a

 b
o

n
a 

fi
d

e 
p

u
rc

h
as

er
, 

(2
) 

[W
h

er
e]

 
If

 n
n

 i
ss

u
er

 i
s 

u
n

d
el

' 
a 

d
u

ty
 t

o
 r

e
g

is
te

r 
a 

tr
a
n

s­
fe

r,
 p

le
d

g
e,

 O
J'

 
l:e

T
ea

se
 o

f 
a 

se
('

ur
it

~~
 t

h
e 

is
su

el
' 

is
 a

l!<
o 

li
ab

le
 t

o
 

th
e 

p
er

so
n

 
Jl

l'
es

en
ti

n
g

 a
 

ce
rt

if
ic

at
ed

 l
'e

cl
Ir

it
y

,o
r 

a
n

 i
n

st
ru

ct
io

n
 

(i
t]

 f
o

r 
re

g
is

tr
at

io
n

 0
1

' 
h

is
 p

ri
n

ci
p

al
 f

o
r 

lo
ss

 r
es

u
lt

in
g

 f
ro

m
 a

n
y

 
u

n
re

as
o

n
ab

le
 d

e!
:l

)'
 i

ll 
re

g
is

tr
at

io
n

 o
r 

fr
o

m
 f

ai
lu

re
 o

r 
re

fu
sa

l 
to

 
re

g
is

te
l'

 t
h

e 
tr

a
n

sf
e
r,

 p
le

d
g

e,
 0

1
' 
re

le
as

e,
 

H
l'a

!4
lln

!4
 

ff
lr

 
I!

I;
; 

C
h

an
g

e 

S
uh

se
ct

io
ll

 
1

1
) 

st
at

es
 t

he
 d

ut
y 

o
f 

th
e 

is
su

er
 t

o 
ho

no
r 

in
­

st
ru

ct
io

ns
 t

o 
re

j!
is

tl
'I'

 t
he

 l
I'

an
sf

er
, 

Il
l(

'd
ge

 o
r 

re
le

as
e 

o
f 

un
­

ce
rt

if
i(

'a
te

d 
se

cu
ri

ti
es

 i
n 

th
e 

sa
m

e 
le

l'm
:!

 a
nd

 w
it

h
 t

he
 s

am
e 

co
nd

it
io

ns
 t

h
at

 t
he

 p
I'c

sl
'n

t 
st

at
u

te
 i

m
po

se
s 

w
it

h
 r

es
pe

ct
 t

o 
th

e 
re

gi
st

I'
at

io
n 

o
f 

tr
an

sf
er

 o
f 

ce
rt

ii
ic

at
ed

 s
ec

ur
it

ie
s,

 

T
he

 i
ss

ue
)"

" 
li

ab
il

it
y 

un
de

r 
su

bs
ec

ti
on

 
(2

) 
is

 e
xt

en
de

d 
to

 
C

O
W

l' 
lo

ss
es

 I
'e

su
lt

in
g 

fr
om

 f
ai

lu
re

 t
o

 t
ak

e 
ti

m
el

y 
ac

ti
on

 w
it

h 
re

sp
ec

t 
to

 i
n

st
ru

ct
io

n
s 

to
 t

ra
n

sf
er

, 
pl

ed
i'e

 o
r 

re
le

as
e 

un
ce

r­
ti

fi
ca

te
d

 s
ec

ur
it

ie
s,
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A
P

P
E
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D

IX
 

A
ss

ur
an

ce
 

th
n

t 
In

do
rs

em
cn

ts
 

an
d 

In
st

ru
ct

io
n

s 

A
re

 E
ff

ec
th

'o
 

(1
) 

T
h

e 
is

su
er

 m
ay

 r
eq

ui
re

 t
he

 f
ol

lo
w

in
g 

as
su

ra
nc

c 
th

at
 e

ac
h 

ne
ce

ss
ar

y 
in

do
rs

em
en

t 
o

f 
a 

ce
rt

if
ic

at
ed

 s
ec

ur
it

y 
or

 e
al

'h
 i

ns
tr

uc
­

ti
o

n
 (

S
ec

ti
on

 8
-3

(8
) 

is
 g

em
l-

in
c 

an
d 

ef
fe

ct
T

\·e
:_

--
--

(a
) 

in
 a

ll
 c

as
es

, 
a 

g
u

ar
an

te
e 

of
 t

he
 s

ig
na

tu
re

 (
[s

ub
se

ct
io

n 
(1

) 
of

] 
S

ec
ti

on
 B

-3
l:

!(
1

) 
o

r 
(2

» 
o

f 
th

e 
pe

rs
on

 i
nd

or
s­

in
g 

a 
ce

rt
 if

ic
at

ed
 s

ec
\I

I'i
ty

 o
r 

or
ig

in
at

in
g 

an
 i
ns

tr
u~

ti
on

 
i n

cl
 u

il
ir

li
,-

rl
lt

ii
C

C
as

eo
f l

l'
ii

il
St

.l
~l

tc
d;

;i
l,

-a
--

w a
 !T

an
 ty

 O
f 

ih
et

:lx
ll;

;y
er

 i
de

nt
H

T
ca

tl
on

 n
ll

m
h

cr
o

l:
.l

ll
 t

h
e 

ab
se

nc
e 

!h
er

('
~;

fO
tl

ie
rr

ea
so

na
hf

e'
 a
ss

ur
ml

ce
~~

f 
-fC

fC
liT

Iiy
; 

(a
n

d
] 

" 
(b

) 
[w

h
er

e]
 

if
 t

h
e 

in
do

rs
em

en
t 

is
 m

ad
e 

or
 t

h
e 

in
st

ru
ct

io
n 

is
 o

ri
gi

n:
lt

cd
 b

y 
an

 a
ge

nt
, 

ap
pr

O
l»

'ia
te

 a
ss

ur
an

ce
 o

f 
au

­
th

o
ri

ty
 t

o 
si

gn
; 

(c
) 

(w
h

er
e]

 i
f 

th
e 

in
do

rs
em

en
t 

is
 m

ad
e 

or
 t

he
 i

ns
tr

uc
ti

on
 

is
 o

ri
Jr

in
nt

ed
 b

y 
a 

fi
du

ci
ar

y,
 a

pp
ro

pr
l:

lt
e 

ev
id

en
ce

 o
f 

ap
­

po
il

lt
ri

le
nt

 o
r 

in
cu

m
be

nc
y;

 

(d
) 

[w
h

er
e]

 i
f 

th
er

e 
is

 m
or

e 
th

an
 o

ne
 f

id
uc

ia
ry

, 
re

as
on

ab
le

 
as

su
ra

n
ce

th
at

 a
ll

 w
ho

 a
re

 r
eq

ui
re

d 
to

 s
ig

n 
h

av
e 

do
ne

 
so

; 
an

d
 

(e
) 

[w
h

er
e]

 
if

 t
he

 i
nd

or
se

m
en

t 
is

 m
ad

e 
or

 t
he

 i
ns

tr
uc

ti
on

 
is

 
or

ig
-i

na
te

d 
by

 a
 

pe
l's

on
 

no
C

C
-o

ve
re

d 
hy

 
an

y
 o

f 
th

e 
fo

re
go

in
g,

 
as

su
ra

n
ce

 
ap

pl
'O

pr
ia

te
 

to
 

th
e 

ca
se

 
co

rr
e­

sp
on

di
ng

 a
s 

n
ea

rl
y

 a
s 

m
ay

 b
e 

to
 t

he
 f

or
eg

oi
ng

. 

(2
) 

A
 "

g
u

ar
an

te
e 

o
f 

th
e 

si
g

n
at

u
re

" 
in

 s
ub

se
ct

io
n 

(1
) 

m
ea

ns
 

a 
g

u
ar

an
te

e 
si

gn
ed

 b
y 

o
r 

on
 b

eh
al

f 
of

 a
 p

er
so

n 
re

as
on

ab
ly

 b
e­

li
ev

ed
 

by
 

th
e 

is
su

el
' 

to
 

be
 

re
sp

on
si

bl
e.

 
T

he
 i

ss
ue

r 
m

ay
 u

do
pt

 
st

an
d

ar
d

s 
w

it
h 

re
sp

pc
t 

to
 r

es
po

ns
ib

il
it

y 
[p

ro
vi

de
d 

su
ch

 s
ta

n
d

­
ar

d
s)

 i
f 

th
ey

 a
re

 n
ot

 m
an

if
es

tl
y 

un
re

as
on

ab
le

. 

(3
) 

"A
p

p
ro

p
ri

at
e 

ev
id

en
ce

 o
f 

ap
po

in
tm

en
t 

o
r 

in
cu

m
be

nc
y"

 
in

 s
ub

se
ct

io
n 

(1
) 

m
ea

ns
:. 

(a
) 

in
 t

he
 c

as
e 

o
f 

a 
fi

du
ci

ar
y 

ap
po

in
te

d 
o

r 
qu

al
if

ie
d 

b
y

 a
 

co
ur

t,
 a

 c
er

ti
fi

ca
te

 i
ss

ue
d 

by
 o

r 
un

de
r 

th
e 

di
re

ct
io

n 
o

r 
su

pe
rv

is
io

n 
of

 t
h

at
 c

ou
rt

 o
r 

an
 o

ff
ic

er
 th

er
eo

f 
an

d
 d

at
ed

 
w

it
hi

n 
[s

ix
ty

] 
60

 d
ay

s 
be

fo
re

 t
he

 d
at

e 
of

 p
re

se
n

ta
ti

o
n

 
fo

r 
tr

an
sf

er
, 

pl
ed

ge
, 

0
1

' 
re

le
as

e;
 0

1
' 

(b
) 

in
 a

n
y

 o
th

er
 c

as
e,

 a
 c

op
y 

of
 a

 d
oc

um
en

t 
sh

ow
in

g 
th

e 
ap

p
o

in
tm

en
t 

o
r 

a 
ce

rt
if

ic
at

e 
is

su
ed

 b
y 

o
r 

01
1 

b
eh

al
f 

o
f 

a 
pe

rs
on

 
re

as
on

ab
ly

 
be

lie
vl

!d
 

by
 t

he
 i

ss
ue

r 
to

 b
e 

re
­

sp
on

si
bl

e 
or

, 
in

 t
h

e 
ab

se
nc

e 
o

f 
(s

uc
h 

a]
 t

h
at

 d
oc

um
en

t 
o

r 
ce

rt
if

ic
at

e,
 o

th
er

 e
vi

de
nc

e 
re

as
on

ab
ly

 d
ee

m
ed

 b
y

 t
h

e 

22
8 

1
9

i7
 

A
:\

1E
l'4

m
1E

:,
\T

S
 

§ 
8-

-1
03

 

is
sl

lc
r 

to
 h

e 
ap

p
ro

p
ri

at
e.

 
T

he
 i

ss
ue

r 
m

ay
 a

d
o

p
t 

st
an

d
-

, 
an

ls
 w

it
h 

re
sp

ec
t 

to
 [

su
ch

] 
th

e 
ev

id
en

ce
 [

pr
ov

id
ed

 s
uc

h 
st

an
d

ar
d

s]
 i

f 
th

ey
 a

re
 n

ot
 m

an
if

es
tl

y 
un

re
as

on
ab

le
. 

T
h

e 
is

su
cr

 i
s 

no
t 

ch
aq

;-
ed

 w
it

h 
no

ti
ce

 o
f 

th
e 

co
nt

en
ts

 o
f 

an
y

 
do

cu
m

en
t 

ob
ta

in
ed

 
p

u
rs

u
an

t 
to

 
th

is
 

pa
l':

lg
ra

ph
 

(b
) 

ex
ce

pt
 t

o 
th

e 
ex

te
n

t 
th

at
 t

h
e 

co
nt

en
ts

 r
el

at
e 

d
ir

ec
tl

y
 t

o
 

th
e 

ap
po

in
tm

en
t 

o
r 

in
cu

m
be

nc
y.

 

(4
) 

T
he

 i
ss

ue
r 

m
ay

 e
le

ct
 t

o
 r

eq
ui

re
 r

ea
so

na
bl

e 
as

su
ra

n
ce

 b
e­

yo
nd

 t
h

at
 s

pe
ci

fi
ed

 i
n 

th
is

 s
ec

ti
on

, 
b

u
t 

if
 i

t 
do

es
 s

o 
an

d
, 

fo
r 

a 
pu

rp
os

e 
o

th
er

 t
h

an
 

th
at

 
sp

ec
if

ie
d

 i
n 

su
bs

ec
ti

on
 

(3
) 

(b
).

 
bo

th
 

re
qu

ir
es

 a
nd

 o
bt

ai
ns

 a
 c

op
y 

o
f 

a 
w

il
l, 

tr
u

st
, 

in
de

nt
ur

e,
 a

rt
ic

le
s 

o
f 

co
-p

ar
tn

er
sh

ip
, 

by
-l

aw
s,

 
o

r 
o

th
er

 c
on

tr
ol

li
ng

 i
n

st
ru

m
en

t,
 i

t 
is

 c
ha

rg
ed

 w
it

h 
no

ti
ce

 o
f 

al
l 

m
at

te
rs

 c
on

ta
in

ed
 t

he
re

in
 a

ff
ec

ti
n

g
 

th
9 

tr
an

sf
er

, 
pl

ed
ge

, 
o

r 
I'e

le
a,

se
. 

H
ea

so
n

s 
fo

r 
19

77
 C

h
an

g
e 

T
h

is
 s

ec
ti

on
 h

as
 l

J(
'e

n 
m

od
if

ie
d 

so
 a

s 
to

 p
er

m
it

 t
h

e 
is

su
er

 
to

 
re

qu
ir

e,
 

as
 

a 
co

nd
it

io
n 

o
f 

ho
no

ri
ng

 a
n

 
in

st
ru

ct
io

n
, 

p
re

­
ci

~e
ly

 
th

e 
sa

m
e 

a:
,s

ur
an

ce
s 

an
d 

sl
I(

lp
le

m
en

ti
ll

')'
 d

o
cu

m
en

ta
ti

o
n

 
as

 t
h

e 
p

re
se

n
t 

se
d

 io
n 

[l
el

'm
it

s 
th

e 
is

sl
ic

r 
to

 r
C

(lu
il"

e 
as

 a
 c

on
di

­
ti

on
 

o
f 

re
gi

st
er

in
K

 
th

e 
tr

an
sf

er
 

of
 

a 
c{

'r
ti

fi
ca

te
d 

N
ec

ur
it

y.
 

In
 a

dd
it

io
n,

 
un

de
l' 

th
e 

la
st

 
ph

ra
se

 o
f 

su
b

p
ar

ag
ra

p
h

 
(1

)(
a
) 

th
e 

i~
sl

le
l'

 
m

ay
 

re
q

u
ir

e 
ci

th
el

' 
a 

w
al

T
an

ty
 

o
f 

th
e 

ta
x

p
ar

er
 

id
en

ti
fi

ca
ti

o
n

 n
u

m
b

er
 o

n 
an

 i
n

st
ru

ct
io

n
 a

s 
pr

ov
id

ed
 i

n 
S

ec
ti

o
n

 
8

-3
1

2
(2

)(
d

) 
o

r 
ot

he
l"

 e
vi

de
nc

e 
o

f 
id

en
ti

ty
. 

§ 
8

-4
0

3
. 

[L
lm

it
{l

d 
D

ll
ty

 o
f 

In
q

u
ir

y
] 

Is
su

er
's

 D
u

ty
 a

s 
to

 

A
dv

er
se

 C
la

im
s 

(1
) 

A
n 

is
su

er
 t

o
 w

ho
m

 
a 

ce
rt

if
ic

at
ed

 s
ec

ur
it

y 
is

 
p

re
se

n
te

d
 

fo
r 

re
gi

st
ra

ti
ol

l 
[i

s 
un

de
r 

a 
du

ty
 t

o]
 s

ha
ll

 i
nq

ui
re

 i
nt

o 
ad

v
er

se
' 

cl
ai

m
s 

if
: 

-
-

(a
) 

a 
w

ri
tt

en
 n

ot
if

ic
at

io
n 

of
 a

n 
ad

ve
rs

e 
cl

ai
m

 i
s 

re
ce

iv
ed

 a
t 

a 
ti

m
e 

an
d

 i
n 

a 
m

an
ne

l' 
(w

hi
t:

h 
af

fo
rd

s]
 a

ff
o

n
li

n
g

 t
h

e 
is

su
el

' 
a 

re
as

on
ab

le
 o

pp
or

tu
ni

ty
 t

o 
ac

t 
o

n
it

 p
ri

o
r 

to
 

th
e 

is
su

an
ce

 o
f 

a 
ne

w
, 

re
is

l-u
ed

.!.
. o

r 
re

-r
eg

is
te

re
d 

ce
rt

if
i-

ca
te

d 
se

cu
ri

ty
, 

an
d 

th
e 

no
ti

fi
ca

ti
on

 i
de

nt
if

ie
s 

H
.e

 c
la

im
­

an
t,

 t
h

e 
re

gi
st

er
ed

 o
w

ne
r,

 a
nd

 t
h

e
 i

ss
ue

 o
f 

w
hi

ch
 t

h
e 

se
cu

ri
ty

 i
s 

a 
p

ar
t,

 a
nd

 
pl

'o
vi

de
s 

an
 a

dd
re

ss
 f

o
r 

co
m

­
m

un
ic

at
io

ns
 d

ir
ec

te
d 

to
 t

he
 c

la
im

an
t;

 o
r 

(b
) 

th
e 

is
su

er
 i

s 
ch

ar
ge

d 
w

it
h 

no
ti

ce
 o

f 
an

 a
d

v
er

se
 c

la
im

 
fr

om
 a

 c
on

tr
ol

li
ng

 i
ns

tt
"u

m
en

t 
[w

hi
ch

] 
it

 h
as

 e
le

ct
ed

 t
o

 
re

q
u

ir
e 

u
n

d
er

 [
su

bs
ec

ti
on

 (
4

) 
o

f]
 S

ec
ti
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 n

o
 d

u
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n

q
u
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e 
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o
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m
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o
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h
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 d
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n
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ed
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n
n

y
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u
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 d
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[W
h

er
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 I
f 

an
 i
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u

er
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eg
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te
re

d
 f

l 
tr

an
sf

er
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f 
a 

ce
r­
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fi
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te

d
 

se
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ri
tY
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p
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n

o
t 
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ti
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it
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e 
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su
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n 
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m
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d-
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m

u
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l 
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al
l 
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\'e
l' 

a 
li

ke
 s

ec
u

ri
ty

 t
o 
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e 
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u

e 
o

w
n
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u
n
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-
-

(;
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th

e 
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g
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n
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 p
u
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u
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t 
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ct
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(b

) 
th

e 
o

w
n

er
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s 
p
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u
d
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fr
o

m
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er

ti
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' 
an

y
 c
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im

 f
o

r 
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g
is
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n
g

 t
h

e 
tr
an
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' 

u
n
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ct
io

n 
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o

f 
th
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g 

se
d
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n]
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1
0

5
 ( 

1
);

 
o
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th
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d
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'c
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o
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1

;'
lr

es
u
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o

n
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w
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e 
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e
T
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s 
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it

y
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\'e
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ti
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 8
-1

0
4
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:1
n 
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su
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' 

h
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re
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te
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ra

n
sf
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eo
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1
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h
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d
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at
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w
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 p
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o
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h

e
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g
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at
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at
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ra
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tr

an
af

er
, 

p:
ed

g-
e 

'O
r 
~
 

23
4-

I 

19
77

 
A

M
E

N
D

M
E

N
T

S
 

§ 
8

-4
0

3
 

le
as

e 
of

 a
n 
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lt
if
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at
l'
d 

se
cu

l'i
ty

 u
nd
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he
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e 
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nd

it
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ns
 

th
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he

 p
re

st
'n

! 
st

at
u

te
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ro
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de
s 

w
it

h 
re

w
ed

 t
o 

th
e 
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gi

st
ra

­
tio

ll 
of

 t
ra

ns
fe

r 
of

 :l
 c

er
ti

fi
ca

te
d 

se
cu

dt
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T
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(,n
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 f
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m
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op

el
' r

eg
is
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ti
on
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nd

er
 s
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se

ct
io

n 
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i. 
e.

, 
th

e 
d .

. l
in

'r
y

 o
f 

11
 
lik

e 
se

cu
)'i

ty
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o 
th

e 
tr

ue
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w
ne

r,
 i

~ 
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­

Il
lic
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ce
rt
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at
ed
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cu
ri
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Th

u~
, 
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l,s

ec
li
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1

) 
pr

ov
id
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1I
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lo
j.!

l)u
s 

re
m

ed
y 
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r 

un
ce

rt
if

ic
at

ed
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ur
iti

eM
, 

th
e 

re
st

or
at

io
n 

o
f 
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e 

re
co
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 t
o 

th
ei

l' 
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op
el

' c
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ti
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, 

T
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m
e 

ex
ce
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io

n 
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ve
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f 
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'c
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T
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xc
ep

­
ti
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 o

f 
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ra
gr
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h 
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) 
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 i
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pp
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e 
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fi

ca
te

d 
se

­
cu

ri
ti
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w
hi
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h
y 
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ni
ti
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C
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lII
O

t 
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o

r 
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d 
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m
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d 
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 s
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ed
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 C
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fi
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u
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 d
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 t
il
 n

o
ti
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ac
t 
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h
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l 
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n

d
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h
e 

is
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f 
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e 
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'f
ol
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re
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u
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a
) 
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th

e 
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)'1
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1 
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o

m
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I,,

.t 
in
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ai
n;
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lil
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 d

a
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,-I
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if

' 
tr

a
n

sf
e
r 

u
n

d
er

 
I t

il
l.
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Jl
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di
,,
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S
l'

d
 iO

Il 
J 

H
I"

'I 
if
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H
 ,-

·1
II

t 
h
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lil
lY

 
cl

ai
m

 t
o
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ne
w

 s
ec

li
ri

ty
 u

nd
e)

' 
th

is
 s

e
d
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n,

 
,
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(2
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[W
h

er
e]

 
If

 t
h

e 
o

w
n

er
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f 
[t

h
e)

 
a 
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er

ti
fi

ca
tf

'd
 

sc
cu

ri
ty
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ai
m

s 
th

a
t 

th
e 
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Ir
it

y 
h
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 b

ee
n 

lo
st
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de

st
ro
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,,
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r-
w
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ol
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y 
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k

en
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h
e 
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su

er
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m
u

st
) 

sh
al

l 
h;

su
e 

Il
 n

ew
 c

er
ti

fi
ca
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il

 li
C

cu
ri
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r,
 

a
t t

h~
 o

pt
io

n 
o

f 
th

e 
is

su
er

.';
;n

-e
qu

iv
al

en
t 
ui

ic
er

ti
fi

ca
te

~1
 s

ec
u

ri
ty

 in 
p

la
ce

 o
f 

th
e 

o
ri

g
in

al
 s

ec
u

ri
ty

 i
f 

th
e 

o
w

n
er
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(a

) 
so

 
re

q
u

es
ts

 
b

ef
o

re
 t

h
e 

is
su

er
 

h
as

 
no

ti
ce

 t
h

a
t 

th
e 

~e
­

cu
ri

ty
 

h
as

 
be

en
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q

u
ir

ed
 

by
 

a 
b

o
n

a 
fi

d
e 

p
u
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h

as
er

: 

[a
n

d
) 

(b
) 

fi
le

s 
w

it
h

 t
h

e 
is

su
er
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 s

u
ff

ic
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n
t 

in
d

em
n

it
y

 b
o

n
d
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an
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(c
) 
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y
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U
(e

r 
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o

n
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b

y
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e 
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If
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a
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e
r 

th
e 
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su

e 
o

f 
[t

h
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 n
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 c
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ti
fi
ca
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1 
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r 
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­
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d
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u
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b

o
n
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fi

d
e 
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::.
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n
ts

 i
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r 
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at
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e 
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su
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sh
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g
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r 
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e 
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a
n
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e
r 

u
n
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g
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ti
o
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su
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O
V
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w

h
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 e

v
en
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e 
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su
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 h

ab
il

it
y
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s 

g
o

v
er

n
ed

 b
y
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ec
ti

o
n
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0
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d
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n
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g
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n 

th
e 
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, 
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C
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ve
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w
 c
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u
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o 

w
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m
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w
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r 
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y

 p
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n 
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k
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g
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n

d
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h
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 c
an

ce
l 
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e 
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a 
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 p
ur
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as
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an
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R
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g
 u

n­
de
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'b
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l:
\S
Cr
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th
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le
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eg
is
te
l'
ed
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,,:n
ero

r r
eg

is
-

te
re

d
 p

le
dg

ee
 t

he
re

of
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-

H
ea

so
n!

! 
fo

r 
J
!l

ii
 C

ha
ng

e 

Su
b~

ec
ti

on
 (

1
) 

is
 a

pp
li

ca
bl

e 
on

ly
 t

o 
re

rt
if

ic
at

l'
d 

sc
cu

d
ti

es
, 

si
nc

e 
ol

lly
 t

he
y 

ca
n 

be
 l

os
t,

 d
c~
tr
oy
ed
 o

r 
st

ol
en

. 
S

ub
se

ct
io

n 
(2

) 
p(

'r
mi

t~
 t

h
e 

is
su

el
' 

to
 s

at
is

fy
 h

is
 o

bl
ig

at
io

n 
to

 r
ep

la
ce

 a
 l

os
t.

 d
es

tr
oy

ed
 0

1
' 

st
ol

en
 c

er
ti

fi
ca

te
d 

S
l'c

ur
it

y 
by

 
is

su
in

g
 a

 
re

pl
ac

"m
cn

t 
in

 e
it

h
er

 c
er

ti
fi

ca
te

d 
o

r 
u

n
ce

rt
if

ic
at

ed
 

C
or

m
. 

S
uc

h 
1I
lt
er
na
ti
ve
~ 

ex
is

t 
on

ly
 w

he
n 

th
e 

p
ar

ti
cu

la
r 

is
su

e 
-

is
 p

ar
tl

y
 c

er
ti

fi
ca

te
d

 a
n

d
 p

ar
tl

y 
un

ce
rt

if
ic

at
ed

, 
In

 t
h

at
 e

re
n

t,
 

th
e 

o
w

n
er

 m
ay

 h
a\

'e
 t

h
e 

p
ri

d
le

g
e 

oC
 e

xc
ha

ng
in

g 
on

e 
fo

r 
th

e 
o

th
er

 u
n

d
er

 S
e
d

 io
n 

8
-4

0
7

, 
th

us
 I

Jl
ac

in
g 

th
e 

ul
ti

m
at

e 
op

ti
on

 
w

it
h

 
hi

m
. 

C
om

pa
re

 
ex

pl
an

at
io

n 
o

f 
ch

an
ge

s 
un

de
r 

S
ec

ti
on

 

8
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-4
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D
u

ty
 o

f 
A

ut
he

nt
ic

at
in

g 
T

ru
st

ee
, 

T
ra

n
sf

er
 A

ge
nt

! 

o
r 
n(
'~
is
tr
ar
 

(1
) 

(W
h

er
e]

 I
f 

a 
pe

rs
on

 a
ct

s 
as

 a
u

th
en

ti
ca

ti
n

g
 t

ru
st

ee
, 

tr
an

s­
fe

r 
a~
l'

nt
. 

rt
'g

is
tr

ar
. 

o
r 

nt
he

l' 
ag

-t'
llt

 
fo

r 
tin

 
is

;;
ue

r 
in

 
th

e 
re

gi
s­

tr
:l

ti
on

 o
f 

tm
n

sf
er

s 
o

f 
it

s 
ce

rt
if

ic
:l

te
d 

se
cu

ri
ti

es
 o

r 
in

 t
h

e 
re

gi
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tr
:l

ti
on
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f 

tr
an

sf
er

s.
 p

le
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-e
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an

d 
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f 
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im

ce
rt

ii'
IC

:'l
te

d 
se
cu
ri
ti
es
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(m
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il
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il
el
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e 

o
f 

J\e
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 u
r 

in
 t

he
 c
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ce

ll
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o
n
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C 
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en
d

er
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ec

u
ri

ti
es

: 
-
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) 

h
e 

is
 u

n
d

er
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l 
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o
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he
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ex
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d 
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d
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ue
 d
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en
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ll 
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m
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g 
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s 
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d
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) 

[h
e 

h
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w

it
h 
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g
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p
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h
e 
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 c
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h
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 t
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rI
le

<
i 

o
r 

re
po

s­
se

ss
ed

 
go

od
s)

 
0

1
' 

to
 

co
ll

ec
t 

0
1

' 
co

m
pr

om
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P
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n
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W
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e 

P
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o
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O
v
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U
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er
fe
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ed

 
S
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u

ri
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R
i
~
h
t
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L
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n
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re
d
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r·
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) 

E
x

ce
p

t 
as

 o
th

er
w

is
e 

pr
ov

id
ed

 
in

 s
ub

se
ct

io
n 

(2
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 a
n

 u
n­

pe
rf

ec
te

d 
se

cu
ri

ty
 i

n
te

re
st

 i
s 

su
b

o
rd

in
at

e 
to

 t
h

e 
ri

g
h

ts
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f 

(a
) 
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on
s 

en
ti
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o

 p
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o
ri
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n
d

er
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ec
ti
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1

2
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) 

a 
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 b
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ie
n 
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o

r 
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it
h

o
u

t 
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ow
l­

ed
ge

 o
f 

th
e 
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cu

ri
ty
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n

te
re

st
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n
d

) 
b

ef
o
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(i
t)

 
th

e 
se

­
cu

ri
ty
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n

te
re

st
 i

s 
pe

rf
ec

te
dj

 

(c
) 

in
 t

h
e 

ca
se

 o
f 

go
od

s,
 i

n
st

ru
m

en
ts

, 
do

cu
m

en
ts

, 
an

d
 c

h
at

­
te

l 
pa

l)
er

, 
a 

pe
l's

on
 w

ho
 i

s 
no

t 
a 

se
cu

re
d 

p
ar

ty
 a

n
d

 w
ho
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 t

ra
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fe
l'

ee
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n 
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1
' 

o
th

er
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u
y

er
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o
t 

in
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y
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 o
f 
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o

r 
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b
u

y
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f 

fa
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 i
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o
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y

 c
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e 

o
f 
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" t
h
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n

t 
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 h
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d
 

re
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f 
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e 
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u
t 
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o
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th

e 
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cu
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n
te
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st
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n

d
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ef
or

e 
it

 i
s 

pe
l'­

fe
ct

ed
 j 

(d
) 

in
 n

le
 c

as
e 

o
f 

ac
co

un
ts

 [
. 

co
n

tr
ac

t 
ri

g
h

ts
,)

 a
n

d
 g

en
er

al
 

in
ta

ng
ib

le
s,

 a
 

pe
rs

on
 '

w
ho

 
is

 n
ot

 a
 

se
cu

re
d 

p
ar

t)
' 

an
d

 
w

ho
 

is
 a

 
tr

an
sf

er
ee

 t
o 

th
e 

ex
te

n
t 

th
at

 h
e 

gi
ve

s 
va

lu
e 

w
it

h
o

u
t 

kn
ow

le
dg

e 
o

f 
th

e 
se

cu
ri

ty
 i

n
te

re
st

 a
n

d
 b

ef
or

e 
it
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 p
el

'f
ec
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 f
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 p
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 p
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 t
h
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( 
01

" 
o

f 
a 

li
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 c
re
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l' 
w

hi
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 h

et
w
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n 
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e 
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m

e 
th

e 
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cu
ri
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te

re
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h
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o
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 c
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 l
ie

n 
on

 t
h

e 
p

ro
p

er
ty

 i
nv

ol
ve

d 
by

 a
tt

ac
h

m
en

t,
 l

ev
y 

o
r 

th
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 f
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(-

1)
 

A
 p

er
so

n
 w

h
o

 b
ec

o
m

es
 a

 l
ie

n 
cr

ed
it

o
r 

w
hi

le
 a

 s
ec

u
ri

ty
 i

n
­

te
r~
pe
tT
el
't
ed
 t

ak
es

 s
u

b
je

ct
 t

o
 t

h
e 
s~

ur
;h

~T
nt

er
es

t 
o

n
ly

 t
o

 
th

e
 e

x
te

n
t 

th
a
t 

it
 s

ec
u

re
s 

ad
v

an
ce

s 
m

ad
e 

b
ef

o
re

 h
e 

b
ec

o
m

es
 a

 l
ie

n
 

cr
ed

it
o

r 
o

r 
w

it
h

in
 4

:> 
d

ay
s 

th
e
re

a
ft

e
r 

o
r 

m
ad

e 
w

it
h

o
u

t 
k

n
o

w
le

d
g

e 
o

f 
th

e 
li

en
 o

r 
p

u
rs

u
a
n

t 
to

 a
 

co
m

m
it

m
en

t 
e-

nt
er

ec
tT

ll
tO

-W
IT

il
oi

lt
 

k
n

o
w

le
d

g
e 

o
f 

th
e 

li
en

. H
ea

so
n!

l 
ro

r 
1

9
i2

 C
ha

n!
;e

 

P
ar

aj
(l

"a
r h

 
(1

) 
(b

) 
ha
~ 

be
t'n

 
am

t'l
H

lc
d 

to
 

"I
im

in
at

e 
th

e 
el

em
en

t 
of

 k
no

w
le

dg
e 

in
 t

he
 c

on
di

ti
on

s 
un

M
I"

 
w

hi
ch

 
a 

li
en

 
cr

cd
it

or
 m

ay
 d

ef
t'a

t 
an

 u
np

er
fe

ct
ed

 ~
ec

ur
it

y 
in

h-
rc

st
. 

K
no

w
l­

ed
ge

 
of

 
th

e 
R

cc
ur

it
y 

in
te

re
st

 
w

ill
 

no
 
lo

n~
cr

 
su

ho
rd

in
at

e 
th

e 
li

en
 c

re
di

to
r 

to
 t

h
e 

un
W

ed
 s

ec
ur

it
y 

in
tc

re
st

. 
T

he
 f

or
m

el
' 

se
ct

io
n 

de
ni

ed
 t

he
 l

ie
n 

cr
ed

it
or

 p
ri

or
it

y 
C

n!
ll 

th
ou

gh
 h

e 
ha

d 
no

 
kn

ow
ll'

dJ
.(e

 
w

he
n 

he
 

It
ot

 
in

vo
lv

ed
' 

by
 

cx
t'-

ll
di

ng
 

cn
'd

it
, 

if
 h

e 
ac

qu
ir

ed
 k

no
w

le
dg

e 
w

hi
le

 a
tt

em
pt

in
g 

to
 e

xt
ri

ca
te

 h
im

­
se

lf
. 

It
 w

as
 c

om
pl

et
el

y 
in

co
ns

is
te

nt
 i

n 
sp

ir
it

 w
it

h 
th

e 
ru

le
s 

o
f 

p
ri

o
ri

ty
 b

et
w

ee
n 

se
cu

ri
ty

 i
nt

er
cs

ts
, 

w
he

re
 k

no
w

le
dl

te
 p

la
ys
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ill

 
co

Jl
at

em
l 

n
o

tw
it

h
st

an
d

in
g

 s
al

e,
 

ex
ch

an
g

e 
0

1
' 

o
th

er
 d

is
p

o
si

ti
o

n
 t

h
er

eo
f 

(b
y

 t
h

e 
d

eb
to

lo
] 

ui
ll

es
s 

[h
is

 a
ct

io
n

 
w

as
) 

th
e 

d
is

p
o

si
ti

o
n

 w
as

 a
u

th
o

ri
ze

d
 b

y
 t

h
e 

se
cu

re
d

 p
ar

ty
 i

n 
th

e
 

se
cu

ri
ty

 a
g-

re
er

ne
nt

 o
r 

o
th

er
w

is
e,

 a
n

d
 a

ls
o

 c
o

n
ti

n
u

es
 i

n 
an

y
 i

de
n­

ti
fi

ab
le

 p
ro

ce
ed

s 
in

cl
u

d
in

g
 c

ol
le

ct
io

ns
 I

'e
ce

iv
ed

 b
y

 t
h

e 
d

en
to

r.
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) 

T
h

e 
se

cu
ri

ty
 i

n
te

re
st

 
in

 
p

ro
ce

ed
s 

is
 a

 
co

n
ti

n
u

o
u

sl
y

 I
le

r­
fe

ct
ed

 s
p.

cu
ri

ty
 i

n
te

re
st

 i
f 

th
e 

in
te

re
st

 i
n 

th
e 

o
ri

g
in

al
 c

o
ll

at
er

al
 

w
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 p
er

fe
ct

ed
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u
t 

it
 c
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s 
to

 b
e 

a 
p

er
fe

ct
ed
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ec

u
ri

ty
 i

n
te

re
st

 a
n

d
 

b
ec

o
m

es
 u

n
p

er
fe

et
ed

 t
en

 c
la
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 a

ft
e
r 

re
ce

ip
t 

o
f 

lh
e 

p
ro

ce
ed

s 
b

y
 t

h
e 

d
eb

to
r 

,u
nl
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s 
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a
) 

a 
fi

le
d 

fi
n

an
ci

n
g

 s
ta

te
m

en
t 

co
v

er
in

g
 t

h
e 

o
ri

g
in

al
 c

ol
­

la
te

ra
l 

al
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 c
ov

el
'S

 p
ro

ce
ed
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0
1
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le
d 
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n
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n
g

 
st

at
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en
t 
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v
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e 
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g
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C
Q

I­
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l 
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d
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h
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s 

a
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 c
o

ll
at
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n
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se
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-
,
~
,
.
 

~
~
.
,
.
,
,
"
~
f
i
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 b
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fi
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-
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he
l:
-e
-
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lI
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-s
t;

lt
el

ll
en

t-
iill
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en
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le

J-
:-
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!(

C
if

ti
le

 J
lr
oc
ee
ds
ar
e-
-;
~c
:q
l:
lr
e(
1 

w
it

h 
ca

sh
 p

ro
­

ce
e(

lS
,t

il
e 

d
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o

n
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f 
co

lh
it

el
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l-
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Il
t"
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n
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ci

n
g

 
st

at
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l'
n

t 
in
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ca

te
s 

th
e 

ty
pe
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i)

{I
Jr

Z
lll

el
'ty

 -c
o

n
st

it
u

ti
n

g
 

th
e-

p~
oc
ee

(i
s;

 
o

r 
-
-
-
-
-
-

(b
) 

a 
fi

le
d 

fi
nl

ln
ci

nl
! 

st
at

em
el

lt
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ve
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th
e 

or
ig

in
al

 
co

l­
--

Ia
te

l,
::

;r
a
m

lt
h

e
 p

ro
ce

ed
s 

ar
e 

i(
Il

'll
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fi
ab

le
 

ca
sh

 
pr

o­
ce

ed
s;

 
0

)'
 

i£
!. 

[( 
b

)]
 

th
e 

se
('

ur
it

y 
in

te
re

st
 i

n 
th

e 
pr

oc
ee

ds
 i

s 
p

er
fe

ct
ed

 
be

fo
re

 t
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 e
xp

ir
at

io
n 

o
f 

th
e 

te
n 

da
y 

pe
ri

od
, 

E
x

ce
p

t 
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ov
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ed
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ti
on

, 
a 

se
cu

ri
ty

 i
n

te
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st
 i

ll 
pr

o-
' 
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s 
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pe
l:
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ct

ed
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y 
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 t

he
 m

et
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r 
un

de
r 
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e 
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u
m
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an
ce
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le
l'm

it
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d 
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th
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A
rt

ic
le

 f
or

 o
ri

gi
na

l 
co

ll
at

er
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 o
f 

th
e 

-
-
-
-
,
-
-
-
-
-
-
-
-
-
-
'-

'-
-
-
-

sa
m

e 
t~
'p
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th
e 
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en
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o
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so
lv
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pr
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u
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d
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 d
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as
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 p
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 t
h
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g 
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d

 
in

 
se
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e 
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 c
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!I
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~s

-;
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-
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e 
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o
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m
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w
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[n

ot
] 
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it
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r 
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m

m
in

gl
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h 
o

th
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 m
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O

l' 
de

po
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[h

an
k]

 d
el
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t 
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co
un

t 
p

ri
o

r 
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th

e 
in

so
lv

en
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}'
 p

ro
ce

ed
in
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-
-
-
-

(c
) 

in
 

id
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ti
fi

il
bl

e 
ca

sh
 

pr
oc

ee
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in

 
th

e 
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rm
 

o
f 

ch
ec
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an
d

 t
h

e 
li

ke
 w

hi
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 a
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 n
ot

 d
ep

os
it
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n 
a 
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an

k
] 
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po

si
t 

ac
co

un
t 

p
ri

o
r 

to
 t

h
e 

in
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l\'
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Y

 p
ro

ce
ed
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a
n

-
d

-
-

(d
) 
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 a
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 c
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h 

an
d

 
[b

an
k]

 
de

po
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co
un
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 o

f 
th

e 
de
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O
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[i

f 
o

th
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] 
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ce
ed

s 
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co

m
­

m
in
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 w
it

h 
o

th
er

 f
un

os
-:

-[
or

 d
ep

os
it

ed
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n 
a 

b
an

k
 a

c­
co

un
t,

] 
b

u
t 

ti
le
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le

l'f
ed
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 s

ec
ur

it
y 

in
te

re
st
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n

d
er

 t
h

is
 

p
ar

ag
ra

p
h

 (
d

) 
is

 

(i
) 

su
b

je
ct

 t
o 

an
y 

ri
g

h
t 

o
f 

5,
et

-o
ff

; 
lI

llr
l 

(i
j)

 
li

m
it

ed
 t

o 
an

 a
m

ou
nt

 n
ot

 )
!r

e;
,te

r 
th

an
 t

h
e 

am
o

u
n

t 
o

f 
an

y
 l

';l
sh

 p
ro

ce
ed

s 
re

ce
in

d
 lJ

y 
th

e 
de

ht
or

 w
it

hi
n 

te
n

 d
ay

s 
be

fo
re

 t
be

 i
ns
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tu

ti
on

 o
f 

th
e 

in
so

lv
en

cy
 

pr
oc

ee
oi

ng
s 

fa
nd

 
co

m
m

in
gl

ed
 

o
r 

de
po

si
te

d 
in

 
a 

ba
nk

 .
Ic

co
un

t 
p

ri
o

r 
to

 t
he

 i
ns

ol
\'e

nc
y 

pr
oc

ee
di

ng
s 

le
ss

 t
h

e 
am

o
u

n
t 

o
f 

ca
sh

 p
ro

ce
ed

s 
re

ce
iv

ed
 b

y 
th

e 
de

bt
ol

' 
an

d
 p

ai
d 

ov
er

 t
o 

th
e 

se
cu

re
d 

p
ar

ty
 d

u
ri

n
g

 
th

e 
te

n 
da

y 
pe

ri
od

,]
 

le
ss

 t
he

 s
um

 o
f 

(1
) 

th
e 

pa
y.

.: 

m
en

ts
 1

0 
I h

e 
se

cu
re

d 
p:

Lr
t~

' 
on

 a
cc

ou
nt

 o
f 

{'
as

h 
pr

o-
Cc
e;
ls
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l'
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ei
\·
~,
~r
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lc-
btO
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:-(

ft
lr
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~-
;'
-~
cl
t-
Il
ei
~ 

an
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;e
ca
si
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lr
oc
ee
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s 

re
ce

iv
ed

 h
y

 t
h

e 
cl

eb
to

l' 
cl

ur
Tn

}!
 s

uc
h 

pc
ri

od
t(

;\
~h

i(
'h

 t
h

e 
se

cu
re

o 
p

ar
ty

 i
s 

eJ
~t
1i
Te
;f
-u
ll
rl
er
 p
ar
~-
~(
a)
th
ro
ua
l(
C)
oT
th
lS
 

s
u
l
;
s
e
c
t
i
m
J
~
-

-
-

-
(I»

 
If

 u
 s

!d
e 

o
f 

go
od

s 
re

su
lt

s 
in

 l
in

 a
cc

ou
nt

 0
1

' 
ch

at
te

l 
p

ap
er

 
w

hi
ch

 i
s 

tr
an

sf
er

re
d

 h
y 

th
e 

se
ll

er
 t

o 
a 

se
cu

re
d 

p
ar

ty
, 

an
d

 i
f 

th
e 

go
od

s 
ar

e 
re

tu
l'l

le
d 

to
 o

r 
ar

e 
re

po
ss

es
se

d 
by

 t
he

 s
el

le
r 

0
1

' 
th

e 
se

­
cU

l'e
d 

p
ar

ty
, 

th
e 

fo
ll

ow
in

g 
ru

le
s 

de
te

rm
in

e 
pr

io
ri

ti
es

: 
(a

) 
If

 t
h

e 
go

od
s 

w
er

e 
co

ll
at

er
al

 a
t 

th
e 

ti
m

e 
o

f 
sa

le
, 

fo
r 

an
 

in
d,

eb
te

dn
es

s 
o

f 
th

e 
se

ll
er

 
w

hi
ch

 
is

 
st

il
l 

un
pa

id
, 

th
e 

or
ig

in
al

 
se

cu
ri

ty
 

in
te

re
st

 a
tt

ac
h

es
 a

g
ai

n
 t

o 
th

e 
~o

od
s 

an
d 

co
nt

in
ue

s 
as

 a
 p

er
fe

ct
ed

 s
ec

u
ri

ty
 i

n
te

re
st

 i
f 

it
 w

as
 

pe
l'f

ec
te

d 
at

 
th

e 
ti

m
e 

w
he

n 
th

e 
go

od
s 

w
er

e 
so

ld
, 

If
 

th
e 

se
cu

ri
ty

 i
n

te
re

st
 w

as
 o

ri
gi

na
ll

y 
pe

rf
ec

te
d 

by
 a

 f
il

in
g 

w
hi

ch
 i

s 
st

il
l 

ei
fe

ct
h'

e,
 l

Io
th

in
g 

fu
rt

h
er

 i
s 

re
qu

ir
ed

 t
o 

l'o
nt

in
uc

 t
h

e 
pe

rf
ec

te
d 

st
at

u
s;

 
in

 
an

y 
o

th
er

 c
as

e,
 

th
e 

se
cu

re
(1

 
p

ar
ty

 m
us

t 
ta

ke
 p

os
se

ss
io

n 
o

f 
th

e 
re

tu
rn

ed
 o

r 
re

Ji
us

se
ss

ed
 g

-o
od

s 
0

1
' 
m

u
st

 f
ile

, 
(b

) 
A

n 
un

pa
id

 t
ra

ll
"f

er
ee

 o
f 

th
e 

ch
at

te
l 

p
ap

er
 h

as
 a

 s
ec

ur
it

y 
in

te
re

st
 i

n 
th

e 
~o

od
s 

ag
ai

n
st

 t
h

e 
tr

an
sf

er
o

r,
 

S
uc

h 
se

­
cu

ri
t,

\' 
in

te
re

st
 i

s 
pr

io
r 

to
 a

 s
ec

u
ri

ty
 i

n
te

re
st

 a
ss

er
te

d
 

un
cl

eI
' 

pa
l'l

\g
ra

ph
 

(a
) 

to
 t

he
 e

x
te

n
t 

th
at

 t
h

e 
tr

an
sf

er
ee

 
o

f 
th

e 
ch

at
te

l 
!l

ap
el

' 
w

as
 

en
ti

tl
ed

 
to

 
p

ri
o

ri
ty

 
u

n
d

er
 

S
ec

ti
on

 !
l-

3
0

8
, 

(c
) 

A
n 

un
pa

id
 t

ra
n

sf
er

ee
 o

f 
th

e 
ac

co
un

t 
ha

s 
a 

se
cu

ri
ty

 i
n­

te
re

st
 i

ll 
th

e 
go

od
s 

ag
ai

n
st

 t
h

e 
tr

an
sf

er
ol

', 
S

uc
h 

se
cu

­
ri

ty
 

in
te

l'e
!'t

 
is

 
su

bo
rd

in
at

e 
to

 a
 

se
cu

ri
ty

 
in

te
re

st
 a

s­
se

rt
ed

 
un

de
r 

pa
ra

J!
ra

ph
 

(a
),

 
(d

) 
A

 
se

cu
ri

ty
 

in
te

re
st

 o
f 

an
 

un
pa

id
 

tr
an

sf
er

ee
 a
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er

te
d

 
un

de
l' 

p
ar

ag
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p
h
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b

) 
0

1
' 
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) 

m
u

st
 b

e 
pe

rf
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te
d 

fo
r 
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ct

io
n 
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ai

n
st

 
cr

ed
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or
s 

o
f 

th
e 

tr
an

sf
er

o
r 

an
d

 
ll

U
l'

­

ch
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en
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o
f 

th
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re
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 0
1
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re

po
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es
se

d 
go

od
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 C
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T
h

e 
fi
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 r
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 d
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h
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h
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u
'i

o
u

s 
ca

se
s 

to
 

th
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 p

ro
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o
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h
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n
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o
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h
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e 

co
n
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p
an

'n
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y 
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 C
O
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', 

w
h

k
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h
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 d
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m
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 b
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6
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 w
h

k
h

 i
n

d
k

at
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d
 t

h
at
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 r

il
(h

t 
to

 1
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l'P
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s 

w
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 a
ut
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m

at
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 w
it

h
o

u
t 
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n
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ll.
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t. 
T

h
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m

b
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 d
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 c
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 f
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 p
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 b
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 p
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at
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 b
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 p
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p
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at
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 c
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st

 i
s 

pc
j.

fe
ct

ec
t __

 !)
~!

JI
l'

li
.!

. 
lb

e 
ta

ki
tu

r:
.o

C
p9

ss
es

si
ol

.!
.,

. o
-r
--
u~
;i
e;
-­

S~
~.
!.
io
n 
R-

~:
2(

 0
11

 
se

cu
ri

ti
es

..
Jh

e 
se

cu
ri

ty
 i
ll

te
r~

~C
--

--
ha

;;
 t

il
l'

 ~
:l
Il
ie
 p

ri
o

ri
ty

 f
o

r 
th

e 
p

u
rp

o
se

s 
(,{

 s
lI

b,
;e

ct
io

ll
 (

,r
;)

 
w

it
h

 
re

s,
~c

tt
>;

 il
l;;

--t
'i.i

tm
e 

ad
~l

;l
<:

es
 a

-;;
--i

t 
rl
oe
s-
~~
·l
th
re
;;
Jl
ec
tl
.o
tl
~ 

a<
lv

m~
·e

.-
If
ac
on
1P
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w
h
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e 
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e 
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te
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t 
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p
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e 
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ri
ty
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n
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st
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h
e 
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m

e 
p
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o
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y
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d
v
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m
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e 

p
u
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u
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o
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e
r 
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p
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u

ri
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n
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 p
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 f
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 C
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l'e

 
ad

­
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p
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 p
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d
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 m
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T
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 c
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n 
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 p
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m
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a 
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m
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f 
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 b
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ct
io
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n
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d
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ra
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(b
) 

A
n

o
th
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 c
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n 
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ra
ri
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it
ho

ut
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o
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p
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at
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w
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w
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re
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do

cu
m

en
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w
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r 
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d 
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 c
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su
lt

­
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 d
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H
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t 
m
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t 

gi
ve
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 b
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e 
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f 
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ve
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 t
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­
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p
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ty
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.Ii
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m
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ce
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p
d
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u
n
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b
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 d
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h
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r.
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in

es
s 

cy
cl
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of

 t
he

 d
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r 
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on
 a

s 
to

 a
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 p

ro
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u
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 t
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(3
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d
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n
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 b
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ve
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re
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n
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 c
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 f
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ns
 

(3
) 

an
d 

(4
) 

el
im

in
at

e 
te

ch
­

ni
ca

l 
d

if
fk

u
lt

ie
s 

in
 t

he
 1

96
2 

C
od

e 
w

hi
ch

 a
ro

se
 o

u
t 

o
f 

th
e 

fa
ct

 
th

at
 t

he
 t

er
m

 "
ac

co
un

t 
de

bt
or

" 
us

ed
 

in
 t

he
se

 s
ub

se
ct

io
ns

 i
s 

de
fi

ne
d 

to
 

in
cl

ud
e 

de
bt

or
s 

un
de

r 
g
e
n
~
r
a
j
 

in
ta

ng
ib

le
s 

an
d

 
ch

at
te

l 
pa

pe
r,

 a
nd

 
is

 
th

er
ef

o
re

 
br

oa
de

r 
th

an
 

th
e 

te
rm

 "
ac

­
co

un
t"

 h
er

et
of

or
e 

us
ed

 i
n 

th
es

e 
su

bs
ec

ti
on

s,
 

S
ub

:!
ec

ti
on

 (
4

) 
is

 b
ro

ad
en

ed
 t

o 
ap

pl
y 

to
 g

en
er

al
 i

nt
an

gi
bl

es
 f

o
r 

m
on

ey
 d

ue
 

&:1
 w

el
l 

a8
 t

o 
ac

co
un

ta
. 

F
ili

n
g

 

3
0

-9
-4

0
1

. 
P

la
c
e
 o

f 
fi

li
n

g
 -

e
rr

o
n

e
o

u
s 

fi
li

n
g

 -
re

m
o

v
a
l 

'o
f 

co
l­

la
te

ra
l.

 (
1

) 
E

x
c
e
p

t 
fo

r 
fi

n
an

ci
n

g
 s

ta
t.

;m
cn

ts
 f

il
ed

 
p

u
rs

u
a
n

t 
to

 3
0-

9-
40

9,
 t

h
e
 

p
ro

p
er

 p
la

ce
 t

o
 f

il
e 

in
 o

rd
er

 t
o

 p
er

fe
ct

 a
 s

ec
u

ri
ty

 i
n

te
re

st
 i

s 
as

 f
ol

lo
w

s:
 

(a
) 

w
h

en
 t

h
e
 c

o
ll

at
er

al
 i

s 
e
q

u
ip

m
e
n

t 
u

se
d

 
in

 f
ar

m
in

g
 o

p
er

at
io

n
s,

 o
r 

fa
rm

 
pr

od
uc

ts
, 

o
r 

ac
co

un
t!

:£
. c

o
n

tr
a
c
t 

ri
g

h
tQ

o
r 

g
en

er
al

 i
n

ta
n

g
ib

le
s 

ar
is

in
g

 f
ro

m
 

o
r 

re
la

ti
ng

 
to

 t
h

e
 s

al
e 

o
f 

fa
rm

 
p

ro
d

u
ct

s 
b

y
 a

 
fa

rm
er

, 
o

r 
co

n
su

m
er

 g
o

o
d

s,
 
th

e
n

 
in

 
th

e 
o

ff
ic

e 
o

f 
th

e
 c

o
u

n
ty

 c
le

rk
 a

n
d

 
re

co
rd

er
 i

n
 

th
e 

co
u

n
ty

 o
f 

th
e
 d

e
b

to
r'

s 
re

si
de

nc
e 

o
r 

if
 t

h
e
 d

e
b

to
r 

is
 n

o
t 

a 
re

si
d

en
t 

o
f 

th
is

 s
ta

te
 t

h
e
n

 i
n

 t
h

e
 o

ff
ic

e 
o

f 
th

e 
co

u
n

ty
 c

le
rk

 a
n

d
 

re
co

rd
er

 
in

 t
h

e
 c

o
u

n
ty

 w
h

er
e 

th
e
 g

o
o

d
s 

ar
e 

k
e
o

t.
 a

n
d

 
in

 a
d

d
it

io
n

 w
h

en
 t

h
e
 c

C
lI

lR
te

ra
\ 

is
 c

ro
p

s 
I!

ro
w

in
g 

0
1

' 
to

 b
e 
gr
~~
1 

in
 t

h
e-

o
f!

ic
e 

o
f 

th
e
 c

o
u

n
ty

 c
le

rk
 a

n
d

 
re

co
rd

er
 i

n
 t

h
e
 c

o
u

n
ty

 w
h

er
e 

th
e
 l

an
d

@
n

 w
h

ic
h

 t
h

e 
cr

o
p

s 
a
re

 g
ro

w
in

g
 o

r 
to

 

b~
 g

ro
w

xi
Ji

s 
lo

ca
te

d
; 

(b
) 

w
he

n 
th

e 
co

ll
at

er
al

 i
s 

[g
oo

ds
 w

hi
ch

 a
t 

th
e 

ti
m

e 
th

e 
se

­
cl

\l
'it

y 
in

te
re

st
 a

tl
ac

he
s 

ar
e 

0
1

' 
ar

e 
to

 b
ec

om
e 

fi
xt

ur
es

] 
ti

m
be

r 
to

 b
e 

cu
t 

o
r 

is
 

m
in

er
al

s 
o

r 
th

e 
li

ke
 

(i
nc

lu
di

ng
 

oi
l 

an
d 

ga
s)

 
0

1
' 

r,c
co

l.!
nt

s 
su

bj
ec

t 
to

 s
ub

se
ct

io
n 

(5
) 

of
 

S
ec

ti
o

r1
9

-1
0

3
, 

0
1

' 
w

Y
le

nt
h-

e-
fi

na
nc

in
g 

st
at

em
en

t 
is

 f
ile

d 
-

-_
 .
.
 -

as
 a

 f
ix

tu
re

 f
il

in
g 

(S
ec

ti
on

 9
-3

1
3

) 
an

d 
th

e 
co

ll
at

er
al

 
is

 ~
o
o
d
s
 

w
hi

ch
 a

re
 o

r 
ar

e 
to

 b
e 

be
co

m
e 

fi
xt

ur
es

, 
th

en
 

in
 t

he
 o

ff
ic

e 
w

he
re

 a
 m

or
tg

ag
e 

on
 t

he
 r

ea
l 

es
ta

te
 [

co
n­

ce
rn

ed
] 

w
ou

ld
 b

e 
fi

le
d 

o
r 

re
co

rd
ed

; 

(c
) 

in
 a

ll
 o

th
e
r 

ca
se

s,
 i

n
 t

h
e
 o

ff
ic

e 
o

f 
th

e
 s

ec
re

ta
ry

 o
f 

st
at

e.
 

(2
) 

A
 

fi
li

n
g

 
w

h
ic

h
 

is
 

m
ad

e 
in

 g
o

o
d

 
fa

it
h

 
in

 a
n

 
im

p
ro

p
er

 p
la

ce
 o

r 
n

o
t 

in
 

al
l 

o
f 

th
e
 p

la
ce

s 
re

q
u

ir
ed

 b
y

 t
h

is
 s

ec
ti

o
n

 i
s 

n
ev

er
th

el
es

s 
ef

fe
ct

iv
e 

w
it

h
 r

eg
ar

d
 

to
 a

n
y

 c
o

ll
at

er
al

 a
s 

to
 w

h
ic

h
 t

h
e
 f

il
in

g
 c

o
m

p
li

ed
 w

it
h

 t
h

e 
re

q
u

ir
em

en
ts

 o
f 

th
is

 
ch

ap
te

r 
a
n

d
 i

s 
al

so
 e

ff
ec

ti
v

e 
w

it
h

 r
eg

ar
d

 t
o

 c
o

ll
at

er
al

 c
o

v
er

ed
 b

y
 t

h
e
 f

in
an

c­
in

g 
st

a
te

m
e
n

t 
ag

ai
n

st
 a

n
y

 p
er

so
n

 w
h

o
 h

as
 k

n
o

w
le

d
g

e 
o

f 
th

e 
co

n
te

n
ts

 o
f 

su
ch

 
fi

na
nc

in
g 

st
a
te

m
e
n

t.
 

(3
) 

A
 

fi
li

n
g

 
w

h
ic

h
 

is
 

m
ad

e 
in

 
th

e
 

p
ro

p
er

 p
la

ce
 

in
 t

h
is

 
st

~t
e 

c
o

n
ti

n
u

e
s 

ef
fe

ct
iv

e 
ev

en
 t

h
o

u
g

h
 t

h
e
 d

e
b

to
r'

s 
re

si
d

en
ce

 o
r 

p
la

ce
 o

f 
b

u
si

n
es

s 
o

r 
th

e
 l

o
ca

­
ti

on
 o

f 
th

e
 c

o
ll

a
te

ra
l 

o
r 

it
s 

u
se

, 
w

h
ic

h
ev

er
 c

o
n

tr
o

ll
ed

 t
h

e
 o

ri
g

in
al

 f
il

in
g

, 
is

 
th

er
ea

ft
er

 c
h

an
g

ed
. 

(1
) 

[I
f 

co
ll

at
er

al
 i

s 
br

ou
gh

t 
in

to
 t

hi
s 

st
at

e 
fr

om
 a

no
th

er
 j

u
ri

s­
di

ct
io

n,
 t

he
) 

T
he

 r
ul

es
 s

ta
te

d 
in

 S
ec

ti
on

 9
-1

0
3

 d
et

er
m

in
e 

w
he

th
­

er
 f

il
in

g 
is

 n
e~

es
sa

ry
 i

n 
th

is
 s

ta
te

, 

(5
) 

F
o

r 
th

e 
pu

rp
os

es
 o

f 
th

is
 s

ec
ti

on
, 

th
e 

re
si

de
nc

e 
o

ia
n

 o
rg

an
­

. i
za

t-
io

n 
is

 i
ts

 p
la

ce
 o

f 
bu

si
ne

ss
 i

f 
it

 h
as

 o
ne

 o
r 

it
s 

ch
ie

f 
ex

ec
ut

iv
e 

of
fi

ce
 i

f 
it

 h
as

 m
or

e 
th

an
 o

ne
 p

la
ce

 o
f 

bu
si

ne
ss

. 

, . 



,\
C

iI
.;

o
o

.U
II

:'
t 

I
U

l 
... 

01
'"

 
"-

'''
'''

''6
11

0;
 

T
h

e 
5e

\'e
ra

l 
al

tc
l"

tl
ll

lh
'c

s 
fo

r 
~l

1b
se

ct
io

n 
(1

) 
h

a 
\"(

' 
be

en
 

re
­

w
ri

tt
en

 t
o 

p
ro

v
id

e 
fo

r 
fi

li
n

g
 i

n 
th

e 
re

al
 e

st
at

e 
re

co
rd

s 
o

f 
se

­
cu

ri
ty

 
in
t~
re
st
s 

in
le

nd
,·

d 
to

 
gi

\'
e 

a 
p

ri
o

ri
ty

 
as

 
a 

"f
ix

tu
re

 
fi

li
n

.:
" 

u
n

d
H

 S
('

ct
io

n 
9-

·:
',1

3.
 

T
h

is
 

re
q

u
ir

em
en

t 
fo

r 
fi

li
n

g
 

in
 

fe
al

 
es

ta
te

 r
l'c

ol
"I

ls
 

ap
pl

ie
s 

on
ly

 i
f 

th
e 

p
ri

o
ri

ty
 a
d\
'a
nt
a~
es
 o

f 
S

ec
ti

o
n

 9
--

:H
:l

 a
re

 d
ps

ir
ed

. 
If

 t
ho

! 
sl

'c
ur

cd
 I

,a
rt

y
 i

s 
n

o
t 

co
nc

er
ne

d 
ab

o
u

t 
l,

ri
.,

ri
ty

· :
<

I!
ai

ns
t 

re
al

 e
;t

at
c 

p
ar

t:
cs

. 
h(

' 
ca

n 
fi

le
 

fo
r 

a 
fi

x
tu

re
 a

s 
fo

r 
an

 o
rd

i­
n

ar
y

 c
h

at
te

l.
 i

n 
th

e 
l'

h
at

tc
l 

re
co

rd
s:

 o
m

it
ti

n
g

 t
h

e 
fi

li
ng

 i
n 

th
e'

 
re

al
 e

st
at

e 
re

co
rd

s.
 a

n
d

 h
e 

w
il

l 
ha

\'
e 

a 
se

cu
ri

ty
 i

n
te

re
st

 p
er

­
fe

ct
ed

 :
lg

oa
in

st
 e

v
rr

y
o

n
e 

h
u

t 
re

al
 (

's
ta

te
 p

ar
ti

es
. 

In
 

th
e 

ca
se

 
o

f 
a 

p
u

rc
h

as
e 

m
on

ey
 

se
cu

ri
ty

 
in

te
n

's
t 

in
 

co
ns

un
H

'r
 

go
od

s,
 

il
c 

nf
','

d 
n

o
t 

fi
le

 a
t 

al
l. 

S
pc

 g
,'c

li
on

 9
-3

1
:H

ll
 

(<
I)

. 
F

o
r 

th
e 

q
u

es
ti

o
n

 (
>f

 
th

e 
ef

il
'c

t 
o

f 
th

e 
rl

'g
u

la
r 

ch
at

te
l 

fi
li

n
g

 i
ll 

li
eu

 
o

f 
fi

x
tu

re
 

fi
li

nl
l' 

il
l 

th
e 

ev
en

t 
o

f 
th

l.
 

d
eb

to
r'

s 
b

an
k

ru
p

tc
y

, 
se

e 
C

om
nl

<
'n

l·
 ~
 (

c
) 

to
 S

ec
ti

o
n

 9
-3

1
3

. 
T

h
is

 r
"q

u
in

'm
('

n
t 

fo
r 

fi
li

ll
g 

in
 

re
al

 
el

lt
at

e 
re

co
rd

s 
ap

pl
ie

s 
al

so
 t

o
 t

im
b

er
 t

il 
b

e 
cu

t 
an

d
 t

o 
Ol
in
er
al
~ 

o
r 

th
,·

 l
ik

e 
(i

nc
lu

d­
in

g
 o

il
 a

n
d

 g
as

) 
fi

n
an

ce
d

 a
t 

th
e 

w
el

lh
ea

d 
o

r 
m

in
eh

ea
d

 o
r 

ac
­

co
u

n
ts

 r
('

,u
lt

in
g

 f
ro

m
 t

h
e 

sa
le

 t
he

re
ll

f.
 

T
h

is
 f

il
in

g
 i

s 
n

o
t 

m
er

el
r 

in
 t

h
e 

of
/ic

e 
w

h
er

e 
a 

m
o

rt
g

ag
e 

o
f 

re
al

 e
st

at
e 

w
ou

ld
 

b
e 

re
l'o

rd
ed

. 
b

u
t 

it
 

is
 

in
tc

n(
I"

d 
th

at
 i

t 
be

 
fi

k
d

 
il

l 
th

e 
re

a
l 

e
s
ta

le
 
rl

'C
or

d.
~.

 
T

h
is

 i
s 

m
ad

e 
d

e
a
r 

by
 

th
e 

m
od

el
 

fo
rm

 
il

l 
S

ec
ti

o
n

 9
-4

0
2

(3
) 

w
h

ic
h

 
re

ci
tp

, 
th

at
 t

h
e 

fi
­

n
ar

.r
in

g
 s

ta
te

m
en

t 
i~
 t

o
 b

e 
fi

le
d 

fo
r 

re
co

rd
 i

n 
th

e 
re

al
 e

st
at

e 
re

co
rd
~,
 

th
t' 

re
q

u
ir

ed
 

rp
ci

ta
l 

in
 

S
ec

ti
o

n
 

9
-4

0
2

(5
),

 
an

d
 

th
e 

pr
o\

'i
"i

on
 o

f 
S

ec
ti

o
n

 9
-4

0
3

(7
) 

r(
'(

lu
ir

in
g 

th
e 

in
d

ex
in

g
 t

h
er

eo
f 

in
 

th
e 

'r
ea

l 
es

ta
te

 
re

co
rd

s,
 

T
h

u
s.

 
it

 
is

 
in

te
n

d
ed

 
th

at
 

th
es

e 
fi

li
n

g
s 

w
ili

 b
e 

re
ad

il
y

 d
is

cl
os

ed
 o

n 
an

y
 r

ea
l 

.e
st

at
e 

sc
at

'c
h 

an
d

 
th

ey
 c

an
 b

e 
tr

ea
te

d
 I

ik
(' 

an
y

 r
ea

l 
es

ta
te

 e
n

cu
m

b
ra

n
ce

 s
o 

di
s­

cl
os

ed
. 

T
h

er
e 

h
as

 b
ee

n 
so

m
e 

d
if

fi
cu

lt
y

 i
n

 t
h

e 
co

nc
ep

t 
th

a
t 

on
e 

fi
le

s 
ag

ai
n

st
 f

ar
m

er
ll

 a
t 

th
ei

r 
re

si
d

en
ce

s.
 

in
 v

ie
w

 o
f 

th
e 

n
u

m
b

er
 

o
f 

in
co

rp
o

ra
te

d
 

fa
rm

s.
 

A
 

ne
w

 s
u

b
se

ct
io

n
 

(1
) 

i 
is

 
th
cr
~f
or
e 

ad
d

ed
 

to
 
d~
fi
ne
 

th
e 

re
si

d
en

ce
 o

f 
&

n 
o

rg
an

iz
at

io
n

. 

§ 
9

-4
0

2
. 

F
o

rm
al

 
R

cq
ui

si
t{

's
 

o
f 

F
in

an
ci

n
g

 
S

!a
te

n
lP

n
t;

 
A

nH
'/I

(!
nw

nt
s;

 
M

o
rt

g
ag

e 
as

 F
in

an
ci

n
g

 S
ta

tt
'­

m
l'

n
t 

(1
) 

A
 f

in
an

ci
n

g
 s

ta
te

n
w

n
t 

is
 s

u
ff

ic
ie

n
t 

if
 i

t 
gi

ve
s 

th
e 

na
m

es
 

o
f 

th
e 

d
eb

to
r 

an
d

 t
h

e 
se

cu
re

d 
p

ar
ty

, 
is

 s
ig

n
ed

 b
y 

th
e 

d
eb

to
r 

[a
n

d
 

th
e 

se
cu

re
d 

p
ar

ty
].

 g
iY

es
 a

n
 a

d
d

re
ss

 o
f 

th
e 

se
cu

re
d 

P
::

lt
y

 f
ro

m
 

w
hi

ch
 

in
fo

rm
at

io
n

 c
O

ll
ce

rn
in

:r
 t

h
e 

se
cu

ri
ty

 i
n

te
re

st
 m

ay
 b

e 
ob

­
ta

in
ed

, 
gi

ve
s 

a 
m

ai
li

n
g

 a
d

d
re

ss
 o

f 
th

e 
de

lJ
to

r 
an

d
 c

o
n

ta
in

s 
a 

st
at

e­
m

en
t 

in
d

ic
at

in
g

 t
h

e 
ty

pe
s,

 o
r 
de
sc
ri
hi
n~
 t

h
e 

it
em

s.
 o

f 
co

ll
at

er
al

. 
A

 f
in

an
ci

n
g

 s
ta

te
m

en
t 

m
ay

 b
e 

fi
le

d 
be

fo
re

 a
 s

ec
u

ri
ty

 a
g

re
em

en
t 

is
 

m
ad

e 
o

r 
a 

se
cu

ri
ty

 
in

te
re

st
 o

th
er

w
is

e 
at

ta
ch

es
. 

\\
'h

en
 t

h
e 

fi
n

an
ci

n
g
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se
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}:
jil
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H

ea
so

ns
 C

or
 

1
9
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 A

do
pt

io
n 

of
 N

ew
 S

ec
ti

on
 

T
hi

s 
ne

w
 

se
ct

io
n 

ad
ap

ts
 t

he
 

fi
lin

g 
sy

st
em

 o
f 

th
e 

A
t·t

ic
le

 
to

 c
on

si
l(n

m
,m

tR
 

an
d 

le
as
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s. 

Fi
lin
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of
 c

on
si

j.(
nm

en
ts

 
i~ 

re
­

qu
ir
~d
 u

nd
er

 c
<!

rta
in

 c
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on
s 

(S
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ti
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2
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2

6
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1
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-1

1
4
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F
il

in
g 

of
 t

ru
e 

le
a"

c:
; 

w
hi

ch
 a

rc
 n

ot
 s

ec
ur

it
y 

in
te

re
~t

" 
(S

ec
tio

n 
1

-2
0

l(
 3

7»
 

i"
 n

ot
 r

eq
ui

re
d;

 
L

ut
 b

ec
au

se
 t

he
 q
ue
~l
io
n 

w
he

th
-

. 
cr

 a
 \

I-
as

e 
i:

\.
l 

tl'U
C 

le
as

e 
m

llY
 h

e 
II 

c1
o:<

e 
on

e,
 f

il
in

g 
ig

 p
er

m
it

te
d 

fo
r 

le
as

es
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F
A

U
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§ 
9

-5
0

1
. 

D
ef

au
lt

; 
l'

ro
ce

ll
u

re
 W

he
n 

S
ec

ur
it

y 
A

J;
rc

l'm
en

t 
C

o
w

rs
 H

ot
h 

I~
a'

 a
n

d
 P

er
so

na
l 

P
ro

p
l'

rt
y

 

(1
) 

W
h

en
 a

 d
eb

to
r 

is
 i

n 
d

ef
au

lt
 U

lld
er

 a
 s

ec
ur

it
y 

a~
J'

ee
me

nt
, 

a 
se

cu
re

d
 p

ar
ty

 h
as

 t
h

e 
ri

g-
ht

s 
al

ll
l 

re
m

ed
ie

s 
pr

ov
id

ed
 i

n 
th

is
 P

a
rt

 
an

d
 e

xc
ep

t 
as

 l
im

it
ed

 b
y 

su
bs

ec
ti

on
 (

3)
 t

ho
se

 p
ro

vi
de

d 
in

 t
~e
 se

­
cu

ri
ty

 a
l{

re
em

cn
t.

 
H

e 
m

ay
 r

ed
uc

e 
hi

s 
cl

ai
m

 t
o 

ju
d

g
m

cn
t,

 f
or

e­
cl

os
e 

o
r 

ot
he

rw
i:

:;
e 

en
fu

rc
e 

th
e 

se
cu

ri
ty

 i
n

te
re

st
 b

y 
an

y 
av

ai
la

b
le

 
ju

d
ic

ia
l 

Jl
ro

ce
ci

ur
e.

 
If

 t
h

e 
co

ll
at

er
al

 
is

 
do

cu
m

en
ts

 t
ili

! 
se

cu
re

d
 

\l
~r

ty
 m

ay
 p

ro
ce

ed
 e

it
h

er
 a

!>
 t

o
 t

h
e 

do
cu

m
en

ts
 o

r 
~s
 t

o 
th

e 
go

od
s 

co
\.

er
ed

 t
h

er
eb

y
. 

A
 s

ec
u

re
d

 p
ar

ty
 i

n 
po

ss
es

si
on

 h
as

 t
h

e 
ri

g
h

ts
, 
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H
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§ 
9

-5
0

1
 

re
m

er
li

es
 a

n
d

 d
ut

ie
s 

pr
o\

'id
ed

 i
n 

S
ec

ti
on

 9
-2

0
7

. 
T

h
e 

ri
g

h
ts

 a
n

d
 

re
m

ed
ie

s 
re

fe
rr

ed
 t

o 
in

 t
h

is
 s

ub
se

ct
io

n 
ar

e 
cu

m
ul

at
iv

e.
 

(2
) 

A
ft

el
' 

de
fa

ul
t,

 t
h

e 
d

eb
to

r 
h

as
 t

h
e 

ri
g

h
ts

 a
n

d
 r

em
ed

ie
s 

pr
o­

vi
rl

ed
 i

n 
tl

ti
s 

P
ar

t,
 t

ho
se

 p
ro

vi
de

d 
in

 t
h

e 
se

cu
ri

ty
 a

g
re

em
en

t 
an

d
 

th
os

e 
pr

ov
id

ed
 i

n 
S

ec
ti

on
 9

-2
0

7
. 

(3
) 

T
o

 t
h

e 
ex

te
n

t 
th

at
 t

h
ey

 g
iv

e 
ri

g
h

ts
 t

o 
th

e 
d

eb
to

r 
an

d
 i

m
­

po
se

 d
ut

ie
s 

on
 t

h
e 

.5
ec

ur
ed

 p
ar

ty
, 

th
e 

ru
le

s 
st

at
ed

 i
n 

th
e 

su
bs

ec
­

ti
on

s 
re

fe
rr

ed
 t

o 
be

lo
w

 m
ay

 n
ot

 b
e 

w
ai

ve
d 

o
r 

va
ri

er
! 

ex
ce

pt
 a

s 
pr

ov
id

ed
 

w
it

h
 

re
sp

ec
t 

to
 

co
m

pu
ls

or
y 

di
sp

os
it

io
n 

o
f 

co
Il

at
er

al
 

(s
ub

se
ct

io
n 

(3
) 

o
f 

S
ec

ti
on

 9
-5

0
4

 a
n

d
 (

su
b

se
ct

io
n

 (
1

) 
o

f]
 S

ec
­

ti
o

n
 9

-5
0

5
) 

an
d

 w
it

h 
re

sp
ec

t 
to

 r
ed

em
pt

io
n 

of
 c

ol
la

te
ra

l 
(S

ec
­

ti
o

n
 9

-5
0

6
) 

b
u

t 
th

e 
p

ar
ti

es
 m

ay
 b

r 
ag

re
em

en
t 

d
et

er
m

in
e 

th
e 

st
an

d
ar

d
s 

b
y

 w
hi

ch
 t

h
e 

fu
lf

il
lm

en
t 

o
f 

th
es

e 
ri

g
h

ts
 a

n
d

 d
u

ti
es

 i
s 

to
 b

e 
m

ea
su

re
o

 i
f 

su
ch

 s
ta

n
d

ar
d

s 
ar

e 
n

o
t 

m
an

if
es

tl
y

 u
n

re
as

o
n

­
ab

le
: (a

) 
su

bs
ec

ti
on

 (
2

) 
o

f 
S

ec
ti

on
 9

-5
0

2
 a

n
d

 s
ub

se
ct

io
n 

(2
) 

o
f 

S
ec

ti
on

 9
-5

0
4

 i
n

so
fa

r 
as

 t
h

ey
 r

eq
u

ir
e 

ac
co

u
n

ti
n

g
 f

o
r 

su
rp

lu
s 

pr
oc

ee
ds

 o
f 

co
lI

at
er

al
; 

(b
) 

su
bs

ec
ti

on
 (

3
) 

of
 S

ec
ti

on
 9

-5
0

4
 a

n
d

 s
ub

se
ct

io
n 

(1
) 

o
f 

S
ec

ti
on

 9
-5

0
5

 w
hi

ch
 d

ea
l 

w
it

h
 d

is
po

si
ti

on
 o

f 
co

lI
at

er
al

; 

(c
) 

su
bs

ec
ti

on
 

(2
) 

o
f 

S
ec

ti
on

 9
-5

0
5

 w
hi

ch
 d

ea
ls

 w
it

h
 a

c­
ce

pt
an

ce
 o

f 
co

ll
at

er
'll

 a
s 

d
is

ch
ar

g
e 

o
f 

ob
li

ga
ti

on
; 

(d
) 

S
ec

ti
on

 9
-5

0
6

 w
hi

ch
 d

ea
ls

 w
it

h
 r

ed
em

pt
io

n 
o

f 
co

ll
at

er
­

ar
, 

an
d

 
(e

) 
sU

bs
ec

ti
on

 (
1

) 
o

f 
S

ec
ti

on
 9

-5
0

7
 w

hi
ch

 d
ea

ls
 w

it
h

 t
h

e 
se

cu
re

r!
 p

ar
ty

's
 l

ia
bi

li
ty

 f
o

r 
fa

il
u

re
 t

o 
co

m
pl

y 
w

it
h

 t
h

is
 

P
ar

t.
 

(4
) 

If
 t

h
e 

se
cu

ri
ty

 a
g

re
em

en
t 

co
ve

rs
 b

ot
h 

re
al

 a
n

d
 p

er
so

n
al

 
pr

op
er

:t
y,

 t
h

e 
se

cu
re

d 
p

ar
ty

 m
ay

 p
ro

ce
ed

 u
n

d
er

 t
h

is
 P

a
rt

 a
s 

to
 

th
e 

pe
rs

on
al

 p
ro

p
er

ty
 o

r 
he

 m
ay

 p
ro

ce
ed

 a
s 

to
 b

o
th

 t
h

e 
re

al
 a

n
d

 
th

e 
pe

rs
on

al
 p

ro
p

er
ty

 i
n 

ac
co

rd
an

ce
 w

it
h

 h
is

 r
ig

h
ts

 a
n

d
 r

em
ed

ie
s 

in
 

re
sp

ec
t 

of
 t

h
e 

re
al

 
p

ro
p

er
ty

 i
n 

w
hi

ch
 c

as
e 

th
e 

pr
ov

is
io

ns
 o

f 
th

is
 P

a
rt

 d
o 

n
o

t 
ap

pl
y.

 
(5

) 
W

he
n 

a 
se

cu
re

d
 p

ar
ty

 h
as

 r
ed

u(
,e

d 
hi

s 
cl

ai
m

 t
o 

ju
d

b
m

en
t 

th
e 

li
en

 o
f 

an
y

 l
ev

y 
w

hi
ch

 m
ay

 b
e 

m
ad

e 
up

on
 h

is
 c

ol
la

te
ra

l 
by

 
v

ir
tu

e 
o

f 
an

y
 e

xe
cu

ti
on

 
ba

se
d 

up
on

 
th

e 
ju

d
g

m
en

t 
sh

al
1 

re
la

te
 

b
ac

k
 t

o
 t

h
e 

d
at

e 
o

f 
th

e 
pe

rf
ec

ti
on

 o
f 

th
e 

se
cu

ri
ty

 i
n

te
re

st
 i

n 
su

ch
 

co
l1

at
er

al
. 

A
 j

ud
ic

ia
l 

sa
le

, 
p

u
rs

u
an

t 
to

 s
uc

h 
ex

ec
ut

io
n,

 i
s 

a 
fo

re
­

cl
os

ur
e 

o
f 

th
e 

se
cu

ri
ty

 i
n

te
re

st
 b

y 
ju

d
ic

ia
l 

p
ro

ce
d

u
re

 w
it

h
in

 t
h

e 
m

ea
n

in
g

 o
f 

th
is

 s
ec

ti
on

, 
an

d
 t

h
e 

se
cu

re
d

 p
ar

ty
 m

ay
 p

u
rc

h
as

e 
a
t 

th
e 

sa
le

 a
n

d
 t

h
er

ea
ft

er
 h

ol
d 

th
e 

co
ll

at
er

al
 f

re
e 

o
f 

an
y

 o
th

er
 r

e­
q

u
ir

em
en

ts
 o

f 
th

is
 A

rt
ic

le
. 
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R
ea

so
ns
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2 
C

ha
ng

e 

T
he

 c
ha

ng
e 

is
 (

lu
re

ly
 t

ec
hn

ic
al

, 
to

 c
le

ar
 U

ll
 :m

 a
m

bi
gu

it
y 

as
 

to
 w

he
th

er
 a

 d
eb

to
r 

co
ul

d 
af

te
r 

de
fa

ul
t 

ag
re

e 
on

 
th

e 
tim

e 
w

it
hi

n 
w

hi
rh

 a
 1

O:1
le 

m
ig

ht
 b

e 
he

ld
 o

r 
th

e 
tim

e 
af

te
r 

w
hi

ch
 a

 
se

cu
re

d 
I,:

lr
ty

 m
ig

ht
 k

ee
p 

th
e 

go
od

s 
in

 l
ie

u 
of

 a
 ~

al
e.

 

§ 
9

-5
0

2
. 

C
ol

\t
'r

ti
on

 R
ig

ht
s 

of
 S

ec
ur

ed
 P

ar
ty

 
(1

) 
W

he
n 

so
 a
~r

ee
d 

an
d

 i
n 

an
y

 e
v

en
t 

on
 d

ef
au

lt
 t

h
e 

se
cu

re
d 

p
ar

ty
 i

s 
en

ti
tl

ed
 t

o 
no

ti
fy

 a
n

 a
cc

ou
nt

 d
eb

to
r 

o
r 

th
e 

ob
li

go
r 

on
 a

n
 

in
st

ru
m

en
t 

to
 m

ak
e 

p
ay

m
en

t 
to

 h
im

 w
h

et
h

er
 o

r 
no

t 
th

e 
as

si
gn

or
 

w
as

 t
he

re
to

f(
 .. r

e 
m

ak
in

g
 c

ol
le

ct
io

ns
 o

n 
th

e 
co

ll
at

er
al

, 
an

d 
al

so
 t

o 
ta

k
e 

co
nt

ro
l 

of
 a

n
y

 p
ro

ce
ed

s 
to

 w
hi

ch
 h

e 
is

 e
nt

it
le

d 
un

de
r 

S
ec

ti
on

 
9

-3
0

6
. 

(2
) 

A
 

se
cu

re
d 

p
ar

ty
 w

ho
 b

y 
ag

re
em

en
t 

is
 e

nt
it

le
!l

 t
o 

ch
ar

g
e 

b
ac

k
 

un
co

ll
ec

te
d 

co
ll

at
er

al
 o

r 
o

th
er

w
is

e 
to

 
fu

ll
 

o
r 

li
m

it
ed

 
re

­
co

u
rs

e 
ag

ai
n

st
 t

h
e 

de
bt

ol
' a

n
d

 w
ho

 u
n

d
er

ta
k

es
 t

o 
co

ll
ec

t 
fr

om
 t

h
e 

ac
co

un
t 

dc
l>

to
l'S

 o
r 

oh
li

go
rs

 m
us

i. 
pr

oc
ee

d 
in

 a
 c

om
m

er
ci

al
ly

 r
ea

­
so

n:
1h

le
 m

r,
r.

ne
r 

an
d

 m
ay

 d
ed

uc
t 

hi
s 

re
as

on
ab

le
 e

xp
en

se
s 

of
 r

ea
l­

iz
at

io
n 

fr
om

 t
h

e 
co

!l
ec

ti
on

s.
 

If
 t

h
e 

se
cu

ri
ty

 a
gr

ee
m

en
t 

se
cu

re
s 

an
 i

nd
eb

te
dn

es
s,

 t
h

e 
se

cu
re

d 
p

ar
ty

 m
u

st
 a

cc
ou

nt
 to

 t
he

 d
eb

to
r 

fo
r 

an
y

 s
u

rp
lu

s,
 a

n
d

 u
nl

es
s 

o
th

er
w

is
e 

ag
re

ed
, 

th
e 

de
bt

or
 i

s 
li

ab
le

 f
o

r 
an

y
 d

ef
ic

ie
nc

y.
 

B
ut

, 
if

 t
h

e 
u

n
d

er
ly

in
g

 t
ra

n
sa

ct
io

n
 w

as
 a

 s
al

e 
o

f 
ac

co
un

ls
 

[,
 c

o
n

tr
ac

t 
ri

g
h

ts
,]

 
o

r 
ch

at
te

l 
p

ap
er

, 
th

e 
de

bt
or

 i
s 

en
­

ti
tl

ed
 t

o
 a

n
y
 s

u
rp

lu
s 

o
r 

is
 l

ia
bl

e 
fo

r 
an

y
 d

ef
ic

ie
nc

y 
on

ly
 i

f 
th

e 
se

­

cu
ri

ty
 a

g
re

em
en

t 
so

 p
ro

vi
de

s.
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R
ea

so
ns
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o
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72
 C

ha
ng

e 
T

he
 

ch
an

ge
 

is
 

on
ly

 
th

e 
de

le
tio

n 
of

 
th

e 
te

rm
 

"c
on

tr
ac

t 
ri

gh
ts

",
 w

hi
ch

 
is

 
be

in
g 

el
im

in
at

ed
 a

s 
a 

de
fi

ne
d 

te
rm

 u
nd

er
 

th
e 

A
rt

ic
le

. 

§ 
9

-5
0

4
_

 
S

ec
u

rr
d

 P
ar

t.
y'

s 
Ri

~h
t 

to
 D

is
po

se
 o

f 
C

o
ll

at
er

al
, 

A
ft

er
 D

ef
au

lt
; 

E
ff

ec
t o

f 
D

is
po

si
ti

on
 

(1
) 

A
 s

ec
ur

ed
 p

ar
ty

 a
ft

er
 d

ef
au

lt
 m

ay
 s

el
l, 

le
as

e 
o

r 
ot

he
rw

is
e 

di
sp

os
e 

o
f 

an
y

 o
r 

al
l 

o
f 

th
e 

co
!l

at
er

al
 i

n 
it

s 
th

en
 c

on
di

ti
on

 o
r 

fo
l­

lo
w

in
g 

an
y

 c
om

m
er

ci
al

ly
 r

ea
so

na
bl

e 
p

re
p

ar
at

io
n

 o
r 

pr
oc

es
si

ng
. 

A
n>

' 
sa

le
 o

f 
go

od
s 

is
 s

u
b

je
ct

 t
o 

th
e 

A
rt

ic
le

 o
n 

S
al

es
 (

A
rt

ic
le

 2
),

 
T

h
e 

pr
oc

ee
ds

 o
f 

di
sp

os
it

io
n 

sh
al

l 
be

 a
pp

li
ed

 i
n 

th
e 

o
rd

er
 f

ol
lo

w
­

in
g

 t
o

 (a
) 

th
e 

re
as

on
ab

le
 e

xp
en

se
s 

o
f 

re
ta

k
in

g
, 

ho
ld

in
g,

 p
re

p
ar

in
g

 
fo

r 
sa

le
 ~
le

as
e,

 s
el

li
ng

, 
le

as
in

g
 a

n
d

 t
h

e 
li

ke
 a

nd
, 

to
 t

h
e 
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ex
te

n
t 

pr
ov

id
ed

 f
o

r 
in

 t
h

e 
ag

re
em

en
t 

an
d

 n
o

t 
p

ro
h

ib
it

ed
 

by
 l

aw
, 

th
e 

re
as

on
ab

le
 a

tt
o

rn
ey

s'
 f

ee
s 

an
d

 l
eg

al
 e

xp
en

se
s 

in
cu

rr
ed

 b
y 

th
e 

se
cu

re
d 

p
ar

ty
; 

(b
) 

th
e 

sa
ti

sf
ac

ti
o

n
 o

f 
in

de
bt

ed
ne

ss
 s

ec
ur

ed
 b

y 
th

e 
se

cu
ri

ty
 

in
te

re
st

 u
n

d
er

 w
hi

ch
 t

h
e 

di
sp

os
it

io
n 

is
 m

ad
e;

 

(c
) 

th
e 

sa
ti

sf
ac

ti
o

n
 

o
f 

in
de

bt
ed

ne
ss

 s
ec

ur
ed

 
b

r 
an

y
 s

u
b

­
o

rd
in

at
e 

se
cu

ri
ty

 i
n

te
re

st
 i

n 
th

e 
co

ll
at

er
al

 
if

 w
ri

tt
en

 
no

ti
fi

ca
ti

on
 o

f 
de

m
an

d 
th

er
ef

o
r 

is
 r

ec
ei

ve
d 

be
fo

re
 d

is
­

tr
ib

u
ti

o
n

 o
f 

th
e 

pr
oc

ee
ds

 i
s 

co
m

pl
et

ed
, 

If
 r

eq
ue

st
ed

 b
y 

th
e 

se
cu

re
d 

p
ar

ty
, 

th
e 

ho
ld

er
 o

f 
a 

su
b

o
rd

in
at

e 
se

cu
ri

ty
 

in
te

re
st

 
m

u
st

 s
ea

so
na

bl
y 

fu
rn

is
h

 
re

as
on

ab
le

 
p

ro
o

f 
o

f 
hi

s 
in

te
re

st
, 

an
d

 u
nl

es
s 

he
 d

oe
s 

so
, 

th
e 

se
cu

re
d 

p
ar

ty
 

ne
ed

 n
ot

 c
om

pl
y 

w
it

h
 h

is
 d

em
an

d.
 

(2
) 

J f
 

th
e 

se
cu

ri
ty

 i
n

te
re

st
 s

ec
ur

es
 a

n
 

in
de

bt
ed

ne
ss

, 
th

e 
se

­
cu

re
d 

p
ar

ty
 

m
u

st
 a

cc
ou

nt
 t

o 
th

e 
d

eb
to

r 
fo

r 
an

y
 s

u
rp

lu
s,

 a
n

d
, 

un
le

ss
 o

th
er

w
is

e 
ag

re
ed

, 
th

e 
d

eb
to

r 
is

 l
ia

bl
e 

fo
r 

an
y

 d
ef

ic
ie

nc
y.

 
B

u
t 

if
 t

he
 u

n
d

er
ly

in
g

 t
ra

n
sa

ct
io

n
 w

as
 a

 s
al

e 
o

f 
ac

co
un

ts
 [

, 
co

n­
tr

ac
t 

ri
g

h
ts

,]
 o

r 
ch

at
te

l 
p

ap
er

, 
th

e 
d

eb
to

r 
is

 e
nt

it
le

d 
to

 a
n

y
 s

u
r­

pl
us

 o
r 

is
 l

ia
bl

e 
fo

r 
an

y
 d

ef
ic

ie
nc

y 
on

ly
 i

f 
th

e 
se

cu
ri

ty
 a

g
re

em
en

t 
so

 p
ro

vi
de

s.
 

(3
) 

D
is

po
si

ti
on

 o
f 

th
e 

co
ll

at
er

al
 m

ay
 b

e 
by

 
pu

hl
ic

 o
r 

p
ri

v
at

e 
pr

oc
ee

di
ng

s 
an

d
 m

ay
 b

e 
m

ad
e 

by
 w

ay
 o

f 
on

e 
o

r 
m

o
re

 c
o

n
tr

ac
ts

. 
S

al
e 

o
r 

o
th

er
 d

is
po

si
ti

on
 m

ay
 b

e 
as

 a
 u

n
it

 o
r 

in
 p

ar
ce

ls
 a

n
d

 a
t 

an
y

 
ti

m
e 

an
d

 p
la

ce
 a

n
d

 o
n 

an
y

 t
er

m
s 

b
u

t 
ev

er
y 

as
pe

ct
 o

f 
th

e 
di

sp
os

i­
ti

on
 i

nc
lu

di
ng

 t
h

e 
m

et
ho

d,
 m

an
n

er
, 

ti
m

e,
 p

la
ce

 a
n

d
 t

er
m

s 
m

u
st

 b
e 

co
m

m
er

ci
al

ly
 

re
as

on
ab

le
. 

U
nl

es
s 

co
ll

at
er

al
 

is
 
pe

ri
~h

ab
le

 
o

r 
th

re
at

en
s 

to
 d

ed
il

le
 s

pe
ed

il
y 

in
 v

al
ue

 o
r 

is
 o

f 
a 

ty
pe

 c
u

st
o

m
ar

il
y

 
so

ld
 o

n 
a 

re
co

gn
iz

ed
 m

ar
k

et
, 

re
as

on
ab

le
 n

ot
if

ic
at

io
n 

o
f 

th
e 

ti
m

e 
an

d
 p

la
ce

 o
f 

an
y

 p
ub

li
c 

sa
le

 0
1

' 
re

as
on

ab
le

 n
ot

if
ic

at
io

n 
o

f 
th

e 
ti

m
e 

af
te

r 
w

hi
ch

 a
n

y
 p

ri
v

at
e 

sa
le

 o
r 

o
th

er
 i

nt
en

de
d 

di
sp

os
it

io
n 

is
 t

o 
be

 m
ad

e 
sh

al
l 

be
 s

en
t 

by
 t

h
e 

se
cu

re
d 

p
ar

ty
 t

o 
th

e 
de

bt
or

, 
if

 h
e 

ha
s 

n
o

t 
si

g-
ne

d 
af

te
r 

d
ef

au
lt

 a
 s

ta
te

m
en

t 
re

no
un

ci
ng

 o
r 

m
od

if
yi

ng
 h

is
 

ri
gh

-t
-

tO
Il

oG
fi

ca
ti

on
 o

f 
sa

le
. 

In
 t

h
e 

ca
se

 o
f 

co
ns

um
er

 g
o

o
d

sn
o

 
o

th
er

 n
ot

~T
O;

;I
le

ec
n;

e'
se

il
t.

-I
n 

o
th

er
 c

as
es

 n
ot

if
ic

at
-i

on
 s

ha
ll

 
~
n
t
'
i
(
)
 a

n
y

 o
th

er
 s

ec
ur

ed
 p

ar
ty

 f
ro

m
 w

h
o

m
 t

he
 s

ec
ur

ed
 p

ar
ty

 
h

as
 r

ec
ei

ve
d 

,b
ef

o
re

 s
en
di
n~
 h

is
M

ti
fi

ca
ti

o
n

 t
o 

th
e 

d
eb

to
r 

o
r 

be
­

ro
re
th
ed
ei
)t
~I
';
S 

re
nu

nc
ia

ti
on

 o
f 

hi
s 

ri
g

h
ts

) 
.... T

it
te

l\
 n

ot
ic

e 
o

f 
a 

cl
ai

m
 o

f 
an

 i
n

te
re

st
 i

n 
th

e 
co

ll
at

er
al

 [
an

d
 e

xc
ep

t 
in

 t
h

e 
ca

se
 o

f 
co

n
su

m
er

 g
oo

ds
 t

o 
an

y
 o

th
er

 p
er

so
n 

w
ho

 h
as

 a
 s

ec
u

ri
ty

 i
n

te
re

st
 

in
 t

h
e 

co
ll

at
er

al
 a

n
d

 w
ho

 h
as

 d
ul

y 
fi

le
d.

 a
 f

in
an

ci
n

g
 s

ta
te

m
en

t 
in

­
de

xe
d 

in
 t

h
e 

n
am

e 
o

f 
th

e 
d

eb
to

r 
in

 t
h

is
 s

ta
te

 o
r 

w
ho

 i
s 

k
n

o
w

n
 b

y 
th

e 
se

cu
re

d 
p

ar
ty

 t
o

 h
av

e 
a 

se
cu

ri
ty

 i
n

te
re

st
 i

n 
th

e 
co

ll
at

er
al

].
 

T
h

e 
se

cu
re

d
 p

ar
ty

 m
ay

 b
u

y
 a

t 
an

y
 p

ub
li

c 
sa

le
 a

n
d

 i
f 

th
e 

co
ll

at
er

al
 

a7
l 

/ 



, 

§ 
9-

50
-1

 
A

P
P

E
N

D
IX

 
I 

is
 o

f 
a 

ty
p

e 
cu

st
o

m
ar

il
y

 s
ol

d 
in

 a
 

re
co

gn
iz

ed
 m

ar
k

et
 0

1
' 

is
 o

f 
a 

ty
p

e 
w

hi
ch

 i
s 

th
e 

su
h

je
ct

 o
f 

w
id

el
y 

d
is

tr
ib

u
te

d
 s

ta
n

d
ar

d
 p

ri<
.:e

 
q

u
o

ta
ti

o
n

s 
h

e 
m

ay
 b

uy
 a

t 
p

ri
v

at
e 

sa
le

. 
(.

j)
 

W
he

n 
co

ll
at

er
al

 
is

 
di

sp
os

eo
 o

f 
hy

 
a 

se
cu

re
d 

p
ar

ty
 a

ft
e
r'

 
d

ef
au

lt
, 

th
e 

oi
;<

po
si

ti
on

 t
ra

n
sf

er
s 

to
 a

 p
u

rc
h

as
er

 f
or

 y
al

ue
 a

ll
 o

f 
th

e 
de

L
to

r'
s 

ri
g

h
ls

 t
h

er
ei

n
, 

di
sc

ha
rg

-e
s 

th
e 

se
cu

ri
ty

 i
n

te
re

st
 u

n
d

er
 

w
h

ic
h

 i
t 

is
 m

ad
e 

an
d

 a
n

y
 s

ec
u

ri
ty

 i
n

te
re

st
 o

r 
ii

en
 :

>
ub

or
di

na
te

 
th

er
et

o
. 

T
i:

e 
Jl

u
rc

h
as

er
 t

ak
es

 f
re

e 
o

f 
al

l 
su

ch
 r

il
!h

ts
 a

nd
 i

n
te

re
st

s 
ev

en
 t

h
o

u
g

h
 t

h
e 

se
cu

re
d

 p
ar

ty
 f

ai
ls

 t
o 

co
m

pl
y 

w
it

h
 t

he
 r

eq
u

ir
e­

m
en

ts
 o

f 
th

is
 P

in
t 

o
r 

o
f 

an
y

 j
u

d
ic

ia
l 

pr
oc

ee
di

ng
s 

(a
) 

in
 

th
e 

ca
se

 o
f 

a 
pu

bl
ic

 s
al

e,
 

if
 t

h
e 

p
u

rc
h

as
er

 h
as

 n
o 

kn
ow

le
dg

e 
o

f 
an

y
 d

ef
ee

 • .s
 i

n
 t

h
e 

sa
le

 a
n

d
 i

f 
he

 d
oc

s 
n

o
t 

b
u

y
 

in
 c

ol
lu

si
on

 w
it

h
 t

h
e 

se
cu

re
d 

p
ar

ty
, 

o
th

er
 b

id
d

er
s 

o
r 

th
e 

p
er

so
n

 c
o

n
d

u
ct

in
g

 t
h

e 
sa

le
; 

o
r 

(b
) 

in
 a

n
y

 o
th

er
 c

a:
;e

, 
if

 t
h

e 
p

u
rc

h
as

er
 a

ct
s 

in
 g

oo
d 

fa
it

h
. 

(5
) 

A
 

p
er

so
n

 \
\'h

o 
is

 l
ia

b
le

't
o

 a
 s

ec
u

re
d

 p
ar

ty
 u

n
d

er
 a

 g
u

ar
an

-'
, 

ty
, 

in
d

o
rs

em
en

t,
 r

ep
u

rc
h

as
e 

ag
-r

ee
m

en
t 

O
J"

 
th

e 
li

ke
 a

nd
 w

ho
 r

e­
ce

iv
es

 a
 t

ra
m

-f
er

 o
f 

co
ll

at
er

al
 i

ro
m

 t
h

e 
se

cu
re

d 
p

ar
ty

 o
r 

is
 s

u
b

ro
­

g
at

ed
 t

o 
hi

s 
ri

g
h

ts
 h

as
 t

h
er

ea
ft

er
 t

h
e 

ri
g

h
ts

 a
n

d
 d

ut
ie

s 
o

f 
th

e 
se

-''
'' 

cu
re

d
 p

ar
ty

. 
S

uc
h 

a 
tr

an
sf

er
 o

f 
co

ll
at

er
al

 i
s 

no
t 

a 
sa

le
 o

r 
di

sp
os

i­
ti

o
n

 o
f 

th
e 

co
ll

at
er

al
 u
nd

~1
" 

th
is

 A
rt

ic
le

. 

H
ea

"o
n

s 
C

or
 

1
9

i2
 C

h
an

g
e 

\'
 -

!~
' 

U
n

d
er

 t
h

e 
19

1)
2 

C
od

e 
th

e 
se

cu
re

d 
p

ar
ty

 g
iv

in
g 

no
ti

ce
 o

f 
sa

le
 

ha
rl

 t
o 

Il
O

ti
fy

 (
eX

t'c
pt

 i
n 

th
e 

ca
se

 o
f 

co
ns

um
er

 g
oo

rl
s)

 
no

t 
o

n
ly

"
 

" 
e
w

ry
 o

th
er

 p
er

so
n 

w
ho

 h
ad

 I
lu

ly
 

fi
ll

'd
 a

 
fi

na
nc

in
g 

~t
at
l'
m"
nt
 .

.. 
;" 

in
d~

xt
'd

 i
n 

th
e 

na
m

e 
of

 t
he

 d
l'

bt
vr

 i
n 

th
e 

st
al

e 
au

d 
w

ho
 l

'li
ll

 

:,
-'

r.
 

",
'! 

h
ad

 a
 

S
t'c

ur
it

y 
in

t(
'r

l'
st

 i
n 

th
e 

co
ll

at
er

al
, 

b
u

t 
ai

f.O
 

an
y 

o
th

er
 

pe
rs

on
 k

nu
w

n 
by

 t
h

e 
se

cu
re

d 
p

ar
ty

 t
o 

ha
ve

 a
n

 i
n

te
re

st
 i

n 
th

i!
 

co
ll

at
l'l

al
. 

T
h

is
 m

ea
n

t 
th

at
 t

h
e 

se
cu

re
d 

p
ar

ty
 h

ad
 t

o 
sl

'a
rc

h 
th

e 
re
;;
or
d~
 

in
 

ev
er

y
 

ca
se

 
o

f 
lJ

ot
ic

e 
o

f 
sa

le
, 

to
 

as
ce

rt
ai

n
 

w
h

et
h

er
 l

h(
':'

e 
w

er
e 

:lI
ly

 o
th

er
 s

ec
ur

ed
 p

ar
ti

es
 w

it
h 

fi
na

nc
in

g 
st

ak
n

H
'l

lt
s 

th
at

 
mi

~:
ht

 
be

 
de

em
ed

 
to

 C
O

\'
c
!'

 
th

e 
l'o

ll
;.

te
ra

i 
in

 
qu

es
ti

on
. 

~I
or

eo
\'

('
r,

 h
e 

ra
n

 t
h

e 
ri

sk
 t

h
at

 s
om

e 
in

fo
rm

:d
 c

om
­

m
u

n
ic

at
io

n
 b

y 
Id

le
r,

 o
r 

ev
en

 o
ra

ll
y,

 m
ig

h
t 

be
 d

l'e
m

ed
 t

o 
ha

ve
 

j{
,\i

('n
 

hi
m

 
k
n
o
w
k
d
~
e
 

o
f 

th
e 

in
te

rt
's

t 
of

 
th

at
 

ot
he

r 
p

ar
ty

. 
T

he
:<

e 
b

u
rd

en
s 

of
 s

ea
rc

h
in

g
 t

h
e 

re
co

rd
 a

nd
 o

f 
ch

ec
ki

ng
 

th
e 

se
cu

n
.d

 
pa

rt
y'

:;
 

fi
le

s 
w

er
e 

g
re

at
er

 
th

an
 

th
e 

ci
rc

um
st

an
ce

s 
ca

lk
d

 f
or

 b
ec

au
se

 a
s 

a 
p

ra
ct

ic
al

 m
at

te
r 

th
er

e 
w

ou
ld

 s
el

do
m

 h
e 

a 
ju

n
io

r 
se

cu
re

d 
jl
~.
rt
y 

w
ho

 
r(

'a
ll

y 
ha

d 
an

 
in

t(
'r

cs
t 

H
ee

di
ng

 
pr

ot
<

!c
ti

cn
 

in
 

th
e 

ca
se

 
o

f 
a 

fo
ro

!c
1o

su
re

 
sa

le
. 

T
he

re
fo

re
, 

a 
' ..

. 
ch

::.
ng

e 
is

 
m

ad
e 

l'
eq

u
ir

in
g

 
no

ti
ce

 
to

 p
er

so
ns

 o
th

er
 t

h
an

 
th

e 
d

eb
to

r 
on

ly
 i

f 
su

ch
 p

er
so

n
s 

ha
d 

no
ti

fi
ed

 t
h

e 
se

cu
\'e

d 
p

ar
ty

 i
n

 
w

ri
ti

nl
l' 

o
f 

th
ei

r 
cl

ai
m

 o
f 

an
 i

nt
er

es
~ 

in
 t

he
 c

ol
la

te
ra

l 
b

ef
o

re
 

87
2 

A
R

T
IC

L
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9
7

2
 C

H
A

N
G

E
S

 
§ 

9-
:-S

<l
5 

he
 s

en
t 

hi
s 

n
o

ti
fi

ca
ti

o
n

 t
o

 t
he

 d
eb

to
r 

o
r 

bE
'fo

re
 

th
e 

d
eb

to
r'

s 
re

n
u

n
ci

at
io

n
 

of
 

hi
s 

ri
g

h
ts

. 
E

x
p

re
ss

 
pr

ov
is

io
n 

is
 

m
ad

e 
to

 
re

co
gn

iz
e 

th
('

 
ri

g
h

t 
o

f 
a 

d(
'L

to
r 

to
 

re
no

un
ce

 o
r 

m
od

if
y 

hi
s 

ri
g

h
t 

to
 n

ot
ic

E
' 

af
te

r,
 b

u
t 

no
t 

b
d

o
re

, 
de

fa
ul

t.
 

A
 c

or
re

sp
on

d­
in

g
 c

h
an

g
e 

is
 m

ad
e 

in
 S

ec
ti

on
 9

-5
0

5
. 

§ 
9

-5
0

5
. 

C
o

m
p

u
ls

o
ry

 
D

is
po

si
ti

on
 

o
f 

C
o

ll
at

er
al

; 
A

cc
ep

t­
an

ce
 o

f 
th

e 
C

o\
1a

te
ra

l 
as

 D
is

ch
ar

g.
e 

o
f 

O
bl

ig
a.

­
ti

o
n

 

(1
) 

If
 t

h
e 

d
eb

to
r 

h
as

 p
ai

ci
 s

ix
ty

 p
er

 c
en

t 
o

f 
th

e 
ca

sh
 p

ri
ce

 i
n

 
th

e 
ca

se
 o

f 
a 

p
u

rc
h

as
e 

m
o

n
ey

 s
ec

u
ri

ty
 i

n
te

re
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DEPARTMENT OF INSTITUTIONS 

TED SCHWINDEN. GOVERNOR 153911TH AVENUE 

STATE OF MONTANA------
(406) 449-3930 HELENA. MONTANA 59620 

Representative Dave Brown 
Chairman 
House Standing Committee on the 

March 21, 1983 

Judiciary, House of Representatives 
State Capitol 
Helena, Mon~ 59602 

Dear RepJi~entative Brown: 

8N.bi+ 6 
~-~,-£ 

S~3'14 

Apparently your cowmittee has already taken executive action on SB 
394 and that it be reported out with a "do pass" recommendation. That 
is unfortunate. Since, however, an alternative method of execution 
with our warden now responsible for the process, appears to be the 
preference of both houses, there is a procedural problem which needs to 
be corrected prior to taking an further action on the bill. 

I would recommend that the bill be reconsidered and amended and 
specifically that lines 15, 16 and 17 on page 8 of the bill be deleted 
in their entirety. 

The reason for this is summarized in the following: 

1. To require a pharmacist to dispense without a prescription, a 
schedule II, contra led substance, such as sodium pentothal, 
compromises the pharmacist with statutes in the Pharmacy 
Practices Act of this State, but more importantly, would place 
him in direct violation of federal law that guides the 
handling of controlled substances. 

2. It would be difficult, in fact - almost impossible, to find a 
physician licensed in this state to write a prescription for 
sodium pentothal for purposes of execution. I would 
speculate they would resist on the basis that any involvement, 
even remote, would violate their code of ethics and the oath 
that they take to sustain life. 

(/' 
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3. There is, however, a solution. I have consulted with the 
Compliance Office of the Department of Justice, Drug 
Enforcement Administration in Seattle. They recommend that we 
not tamper with the Pharmacy Practices Act as the bill 
suggests, but that we apply for and secure approval for a 
license to procure and use this schedule II substance as a 
"research" entity sanctioned by the Drug Enforcement 
Administration. This would allow the Warden to procure 
directly from the manufacturer, a supply of sodium pentothal 
in injectable form and in appropriate dosages. It would also 
allow the Warden to "dispense" or hand over to the executioner 
a quantity of sodium pentothal for the purposes of execution. 
The executioner is authorized by law to administer such drugs 
for the purposes of an execution by a lethal injection and 
therefore does not require a license. This would not involve 
or compromise any licensed practitioner in the state of 
Montan~principally doctors, and would not compromise or 
involve a licensed pharmacist operating under State law. As 
far as we can tell this is the most workable method to handle 
this very delicate situation. 

4. The two chemical paralytic agents that would have to be used 
to insure death would more than likely be [following upon the 
recommendations from the Texas Corrections Department] (1) 
pancuronium bromide - a skelital muscle relaxant that 
suppresses the respiratory system, (2) potassium chloride, 
which would arrest the heart and circulatory system. These 
substances are referred to as legend drugs but fall under the 
jurisdiction of the Food and Drug Administration. The Food 
and Drug Administration prohibits their dispensation without a 
prescription. However, we can work with our physicians or 
through the Board of Pharmacy to secure a supply of these 
substances through a pharmaceutical outlet on a doctor's 
order. This would not be the same as a prescription for a 
schedule II substance. The doctor would simply order for us, 
on behalf of the Warden, a sufficient supply of these 
substances to store for our use at Montana State Prison. The 
use, procurement, and the control of legend drugs such as 
described above, does not get us involved in the very delicate 
control requirements of a schedule II substance. 

If we follow these procedures, it looks as if we can accomplisl. 
what is intended by the legislature without creating ethical 80cl leg2] 
problems for our pharmacists and physicians. 
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We offer these suggestions as an aid to you and your committee, in view 
of the fact that we will ultimately become responsible for the business 
of executing death row inmates, and therefore would want the statutory 
provisions which authorizes executions to be workable and free of 
complications. 

CC:sd 

cc: Warden Henry Risley 
Gene Huntington 
Senator Bob Brown 

Respectfully yours, 

~~. 
Deputy Director 
Department of Institutions 




