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a controllable electronic record and the right the person
acquires.

3. Shelter principle and purchase of limited interest. A
purchaser of a controllable electronic record acquires
all rights in the controllable electronic record that the
transferor had or had power to transfer, except that a
purchaser of a limited interest in a controllable electronic
record acquires rights only to the extent of the interest
purchased.

4. Rights of qualifying purchaser. A qualifying purchaser
acquires its rights in the controllable electronic record free
of a claim of a property right in the controllable electronic
record.

5. Limitation of rights of qualifying purchaser in other
property. Except as provided in subsections 1 and 4 for
controllable accounts and controllable payment intangibles or
law other than this Article, a qualifying purchaser takes a
right to payment, right to performance, or interest in property
evidenced by the controllable electronic record subject to a
claim of a property right in the right to payment, right to
performance, or other interest in property.

6. No-action protection for qualifying purchaser. An action
shall not be asserted against a qualifying purchaser based on
both a purchase by the qualifying purchaser of a controllable
electronic record and a claim of a property right in another
controllable electronic record, whether framed in conversion,
replevin, constructive trust, equitable lien, or other theory.

7. Filing notice. Filing of a financing statement under
Article 9 is not notice of a claim of a property right in a
controllable electronic record.

Sec. 5. NEW SECTION. 554.14105 Control of controllable
electronic record.

l. General rule — control of controllable electronic

record. A person has control of a controllable electronic
record if:

a. the electronic record, a record attached to or logically
associated with the electronic record, or a system in which the
electronic record is recorded gives the person:

(1) the power to avail itself of substantially all the
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b. except as provided in subsection 2, a person that
formerly had control of the controllable electronic record.

2. Effect of notification. Subject to subsection 4, an
account debtor shall not discharge its obligation by paying a
person that formerly had control of the controllable electronic
record if the account debtor receives a notification that:

a. 1is authenticated by a person that formerly had control or
the person to which control was transferred;

b. reasonably identifies the controllable account or
controllable payment intangible;

c¢. notifies the account debtor that control of the
controllable electronic record that evidences the controllable
account or controllable payment intangible was transferred;

d. 1identifies the transferee, in any reasonable way,
including by name, identifying number, cryptographic key,
office, or account number; and

e. provides a commercially reasonable method by which the
account debtor is to pay the transferee.

3. Discharge following effective notification. After
receipt of a notification that complies with subsection 2, the
account debtor may discharge its obligation only by paying in
accordance with the notification and shall not discharge the
obligation by paying a person that formerly had control.

4. When notification ineffective. Notification is
ineffective under subsection 2:

a. unless, before the notification is sent, an account
debtor and the person that, at that time, had control of the
controllable electronic record that evidences the controllable
account or controllable payment intangible agree in an
authenticated record to a commercially reasonable method by
which a person must furnish reasonable proof that control has
been transferred;

b, to the extent an agreement between an account debtor and
seller of a payment intangible limits the account debtor s duty
to pay a person other than the seller and the limitation is
effective under law other than this Article; or

c. at the option of an account debtor, if the notification
notifies the account debtor to:

(1) divide a payment;
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accounts, controllable electronic records, controllable payment

intangibles, chattel paper, deposit accounts, documents,

goods covered by documents, instruments, investment property,
letter-of-credit rights, and money — perfection by permissive
filing — temporary perfection without filing or transfer of
possession.

l. Perfection by filing permitted. A security interest
in controllable accounts, controllable electronic records,

controllable payment intangibles, chattel paper, negotiable

documents, instruments, or investment property may be perfected
by £iling.

2., Control or possession of certain collateral. Except as
otherwise provided in section 554.9315, subsections 3 and 4,
for proceeds:

a. a security interest in a deposit account may be perfected
only by control under section 554.9314;

b. and except as otherwise provided in section 554.9308,
subsection 4, a security interest in a letter-of-credit right
may be perfected only by control under section 554.9314; anéd

c. a security interest in tangible money may be perfected
only by the secured party’s taking possession under section
554.9313; and

d. a security interest in electronic money may be perfected

only by control under section 554.9314.
3. Goods covered by negotiable document. While goods are
in the possession of a bailee that has issued a negotiable

document covering the goods:

a. a security interest in the goods may be perfected by
perfecting a security interest in the document; and

b. a security interest perfected in the document has
priority over any security interest that becomes perfected in
the goods by another method during that time.

4. Goods covered by nonnegotiable document. While goods are
in the possession of a bailee that has issued a nonnegotiable
document covering the goods, a security interest in the goods
may be perfected by:

a. 1issuance of a document in the name of the secured party:;

b. the bailee’s receipt of notification of the secured
party’s interest; or
















House File 2445, p. 19

controllable account or controllable payment intangible.

Sec. 35. Section 554.9601, subsection 2, Code 2022, is
amended to read as follows:

2. Rights and duties of secured party in possession or
control. A secured party in possession of collateral or control
of collateral under section 554.7106, 554.9104, 554.9105,
554.9105A, 554.9106, er 554.9107, or 554.9107A has the rights
and duties provided in section 554.9207.

Sec. 36. Section 554.9605, Code 2022, is amended to read as
follows:

554.9605 Unknown debtor or secondary obligor.

l. Duties to unknown persons — general rule. & Except as

provided in subsection 2, a secured party does not owe a duty

based on its status as secured party:

i+ 4. to a person that is a debtor or obligor, unless the
secured party knows:

a- (1) that the person is a debtor or obligor;

b+ (2) the identity of the person; and
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2= b. to a secured party or lienholder that has filed a

=
w
—

how to communicate with the person; or

financing statement against a person, unless the secured party
knows:

a+= (1) that the person is a debtor; and
b= (2)
2.

the identity of the person.

When secured party owes duty to debtor notwithstanding

subsection 1, A secured party owes a duty based on its status
as a secured party to a person that is a debtor if, at the time

the secured party obtains control of a controllable account,

controllable electronic record, or controllable payment

intangible, the secured party has knowledge that the nature of
the collateral or a system in which the collateral is recorded

would prevent the secured party from acquiring the knowledge

specified in subsection 1, paragraph “a”, subparagraph (1),
(2), or (3).

Sec. 37. Section 554.9628, subsection 2, Code 2022, is
amended to read as follows:

2. Limitation of liability based on status as secured
party. & Subject to subsection 6, a secured party is not liable

because of its status as secured party:







