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1 Section 1. Section 554.8102, Code 1989, is amended to read 

2 as follows: 

3 554.8102 DEFINITIONS AND INDEX OF DEFINITIONS. 

4 1. In this Article, unless the context otherwise requires 

5 a.--A-llseetlrityll-is-an-±nstrtlment-wh±eh 

6 ±~--±s-±sstled-±n-bearer-er-re9±stered-ferm7-and 

7 ±±~--±s-e£-a-type-eemmen±y-dea±t-±n-tlpen-seetlr±t±es 

8 exehan9es-er-mar~ets-er-eemmen±y-reee9n±~ed-±n-any-area-±n 

9 wh±eh-±t-±s-±sstled-er-dea±t-±n-as-a-med±tlm-£er-±n~estment7-and 

10 ±±±.--±s-e±ther-ene-e£-a-e±ass-er-ser±es-er-by-±ts-terms-±s 

11 d±~is±b±e-±nte-a-e±ass-er-ser±es-e£-±nstrtlments7-and 

12 i~.--e~±denees-a-~hare7-part±e±pat±en-er-ether-±nte~est-±n 

13 preperty-er-±n-an-enterpr±se-er-e~±denees-an-eb±±9at±en-e£-the 

14 ±sstler. 

15 a. A "certified security" is a share, :eartici,eation, or 

16 other interest in :ero:eerty of or an enter:erise of the issuer 

17 or an obligation of the issuer which is 

18 i. re;eresented by an instrument issued in bearer or 

19 registered form; 

20 ii. of a ty;ee commonly dealt in on securities exchanges or 

21 markets or commonly recognized in any area in which it is 

22 issued or dealt in as a medium for investment; and 

23 iii. either one of a class or series or by its terms 

24 divisible into a class or series of shares, partici:eations, 

25 interests, or obligations. 

26 b. An "uncertificated security'' is a share, partici:eation, 

27 or other interest in pro:eerty or an enter:erise of the issuer 

28 or an obligation of the issuer which is 

29 i. not represented by an instrument and the transfer of 

30 which is registered upon books maintained for that purpose by 

31 or on behalf of the issuer; 

32 ii. of a type commonly dealt in on securities exchanges or 

33 markets; and 

34 iii. either one of a class or series or by its terms 

35 divisible into a class or series of shares, :eartici;eations, 
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1 interests, or obligations. 

2 b. c. A "security" is either a certificated or an 

3 uncertificated security. If a security is certificated, the 

4 terms "security" and "certified security" may mean either the 

5 intangible interest, the instrument representing that 

6 interest, or both, as the context requires. A writing wh~en 

7 that is a cer~ificated security is governed by this Article 

8 and not by tln±ferm-eemmere~Bx-eede----eemmere±B±-pBper Article 

9 1 even though it also meets the requirements of that Article. 

10 This Article does not apply to money. If a certificated 

11 security has been retained by or surrendered to the issuer or 

12 its transfer agent for reasons other than registration of 

13 transfer, other temporary purpose, payment, exchange, or 

14 acquisition by the issuer, that security shall be treated as 

15 an uncertificated security for purposes of this Article. 

16 e d. A certificated security is in "registered form" when 

17 if: 

18 i. it specifies a person entitled to the security or to 

19 the rights it e~~denee~ represents, and when 

20 ll. its transfer may be registered upon books maintained 

21 for that purpose by or on behalf of an the issuerL or the 

22 security so states. 

23 a e. A certificated security is in "bearer form" when if 

24 it runs to bearer according to its terms and not by reason of 

25 any endorsement. 

26 2. A "subsequent purchaser" is a person who takes other 

27 than by original issue. 

28 3. A "clearing corporation" is a corporation registered as 

29 a "clearing agency" as under federal securities laws or a 

30 corporation: 

31 a. At least ninety percent of the whose capital stock ef 

32 wh±eh is held by or for one or more per~en~ 1-ether-than 

33 ~nd±~±dtlal~, organizations, none of which, other than a 

34 national securities exchange or association, holds in excess 

35 of twenty percent of the capital stock of the corporation, 
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l each of whom which is 

2 i. ±~ subject to supervision or regulation pursuant to the 

3 provisions of federal or state banking laws or state insurance 

4 laws, or 

5 ii. ±~ a broker or dealer or investment company registered 

6 under the Seetlr±t±e~-E~ehaft~e-Aet-oE-i934-t48-Stat.-88i;-l5 

7 B•S•€•-78a-et-~eq.t-or-the-fftve~tmeftt-eompaHy-Aet-oE-l949-t54 

8 Stat.--789;-ls-e.s.e.-eea-l-et-~eq•t federal securities laws, 

9 or 

10 iii. ±~ a national securities exchange or association 

ll registered under a-~tattlte-o£-the-BH±ted-State~-~tleh-a~-the 

12 Seetlr±t±e~-E~ehaft~e-Aet-o£-x934 the federal securities laws, 

13 and ftOfte-o£-whom,-other-thaH-a-ftat±oftal-~eetlr±t±e~-e~ehaftge-or 

14 a~~oe±et±oH7-hold~-±ft-e~ee~~-o£-tweftty-pereeHt-of-the-eap±tal 

15 ~toe~-o£-~tleh-eorporat±oft;-aftd 

16 b. Any remaining capital stock of which is held by 

17 individuals who have purchased ~tleh-eap±tal-~tee~ it at or 

18 prior to the time of their taking office as directors of ~tleh 

19 the corporation and who have purchased only so much of such 

20 capital stock as may-be is necessary to permit them to qualify 

21 as ~tleh directors. 

22 4. A "custodian bank" is afty ~ bank or trust company wh±eh 

23 that is supervised and examined by state or federal authority 

24 having supervision over banks and wh±eh is acting as custodian 

25 for a clearing corporation. 

26 5. Other definitions applying to this Article or to 

27 specified Parts thereof and the sections in which they appear 

28 are: 

29 

30 

31 

32 

33 

34 

35 

"Adverse claim". 

"Bona fide purchaser". 

"Broker". 

"Debtor". 

Section 554.839l 554.8302. 

Section 554.8302. 

Section 554.8303. 

Section 554.9105. 

"Financial Intermediary". Section 554.8313. 

"Guarantee of the 

signature". Section 554.8402. 
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1 "Initial transaction 

2 statement". Section 554.8408. 

3 "Instruction". Section 554.8308. 

4 "Intermediary bank". Section 554.4105. 

5 "Issuer". Section 554.8201. 

6 "Over issue". Section 554.8104. 

7 "Secured party". Section 554.9105. 

8 "Security agreement". Section 554.9105. 

9 6. In addition Article 1 contains general definitions and 

10 principles of construction and interpretation applicable 

11 throughout this Article. 

12 Sec. 2. Section 554.8103, Code 1989, is amended to read as 

13 follows: 

14 554.8103 ISSUER'S LIEN. 

15 A lien upon a security in favor of an issuer thereof 1s 

16 valid against a purchaser only if~ 

17 a. the security is certificated and the right of the 

18 issuer to ~tteh the lien is noted conspicuously Oft-ehe-~eett~±ey 

19 thereon; or 

20 b. the security is uncertificated and a notation of the 

21 right of the issuer to the lien is contained in the initial 

22 transaction statement sent to the purchaser or, if the 

23 purchaser's interest is transferred to the purchaser other 

24 than by registration of transfer, pledge, or release, the 

25 initial transaction statement sent to the registered owner or 

26 the registered pledgee. 

27 Sec. 3. Section 554.8104, Code 1989, is amended to read as 

28 follows: 

29 554.8104 EFFECT OF OVERISSUE-- "OVERISSUE." 

30 1. The provisions of this Article which validate a 

31 security or compel its issue or reissue do not apply to the 

32 extent that validation, issue or reissue would result in 

33 overissue; but if: 

34 a. if an identical security which does not constitute an 

35 overissue is reasonably available for purchase, the person 
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1 entitled to issue or validation may compel the issuer to 

2 purchase 6ftd-dei±~er-~tleh-6 the security to for that person 

3 and either to deliver a certificated security or to register 

4 the transfer of an uncertificated security to that person 

5 against surrender of the any certificated security,-±£-afty7 

6 wh±eh that person holds; or 

7 b. ±£ a security is not so available for purchase, the 

8 person entitled to issue or validation may recover from the 

9 issuer the price that person or the last purchaser for value 

10 paid for it with interest from the date of that person's 

ll demand. 

12 2. "Overissue" means the issue of securities in excess of 

13 the amount wh±eh the issuer has corporate power to issue. 

14 Sec. 4. Section 554.8105, Code 1989, is amended to read as 

15 follows: 

16 554.8105 CERTIFICATED SECURITIES NEGOTIABLE -- STATEMENTS 

17 AND INSTRUCTIONS NOT NEGOTIABLE -- PRESUMPTIONS. 

18 1. Seetlr±t±e~ Certificated securities governed by this 

19 Article are negotiable instruments. 

20 2. Statements (section 554.8408), notices, or the like, 

21 sent by the issuer of uncertificated securities and 

22 instructions (section 554.8308) are neither negotiable 

23 instruments nor certificated securities. 

24 ~ 3. In any action on a security: 

25 a. unless specifically denied in the pleadings, each 

26 signature on the a certificated security or, in a necessary 

27 endorsement, on an initial transaction statement, or on an 

28 instruction, is admitted; 

29 b. wheft if the effectiveness of a signature is put in 

30 issue, the burden of establishing it is on the party claiming 

31 under the signature~ but the signature is presumed to be 

32 genuine or authorized; 

33 c. ?~heft if signatures on a certificated security are 

34 admitted or established~ production of the ±ft~trtlmeftt security 

35 entitles a holder to recover on it unless the defendant 
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1 establishes a defense or a defect going to the validity of the 

2 security; Bnd 

3 d. if si~atures on an initial transaction statement are 

4 admitted or established, the facts stated in the statement are 
------·--~-~- -~----

5 presumed to be true as of the time of its issuance; and 

6 d e. after it is shown that a defense or defect existsL 

7 the plaintiff has the burden of establishing that the 

8 plaintiff or some person under whom the plaintiff claims is a 

9 person against whom the defense or defect is ineffective 

10 (section 554.8202). 

11 Sec. 5. Section 554.8106, Code 1989, is amended to read as 

12 follows: 

13 554.8106 APPLICABILITY. 

14 The law (including the conflict of laws rules) of the 

15 jurisdiction of organization of the issuer governs 

16 Phe the validity of a security, the effectiveness of 

17 registration by the issuer, and the rights and duties of the 

18 issuer with respect to: 

19 a. registration of transfer of a certificated security; 

20 B~e-9e~e~ned-by-the-law-t±neltld±ng-the-eenfl±et-ef-law~-~tlle~t 

21 ef-the-jtl~±~d±et±en-ef-e~gan±zat±en-ef-the-±~~tle~. 

22 b. registration of transfer, pledge, or release of an 

23 uncertificated security; and 

24 c. sending of statements of uncertificated securities. 

25 Sec. 6. Section 554.8107, Code 1989, is amended to read as 

26 follows: 

27 554.8107 SECURITIES BEnfVERABbE TRANSFERABLE -- ACTION FOR 

28 PRICE. 

29 1. Unless otherwise agreed and subject to any applicable 

30 law or regulation respecting short sales, a person obligated 

31 to del±~e~ transfer securities may de±±~e~ transfer any 

32 certificated security of the specified issue in bearer form or 

33 registered in the name of the transferee, or endorsed to the 

34 transferee, or in blank, or the transferor may transfer an 

35 equivalent uncertificated security to the transferee or a 
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1 person designated by the transferee. 

2 2. When !f the buyer fails to pay the price as it comes 

3 due under a contract of sale, the seller may recover the price 

4 of: 

5 a. o£ certificated securities accepted by the buyer; and 

6 b. uncertificated securities that have been transferred to 

7 the buyer or a person designated by the buyer; and 

8 b c. e£ other securities if efforts at their resale would 

9 be unduly burdensome or if there is no readily available 

10 market for their resale. 

11 Sec. 7. NEW SECTION. 554.8108 REGISTRATION OF PLEDGE AND 

12 RELEASE OF UNCERTIFICATED SECURITIES. 

13 A security interest in an uncertificated security may be 

14 evidenced by the registration of pledge to the secured party 

15 or a person designated by the secured party. There can be no 

16 more than one registered pledge of an uncertificated security 

17 at any time. The registered owner of an uncertificated 

18 security is the person in whose name the security is 

19 registered, even if the security is subject to a registered 

20 pledge. The rights of a registered pledgee of an 

21 uncertificated security under this Article are terminated by 

22 the registration of release. 

23 Sec. 8. Section 554.8201, Code 1989, is amended to read as 

24 follows: 

25 554.8201 "ISSUER." 

26 l. With respect to obligations on or defenses to a 

27 security "issuer" includes a person who_£ 

28 a. places or authorizes the placing of that person's name 

29 on a certificated security (otherwise than as authenticating 

30 trustee, registrar, transfer agentL or the like) to evidence 

31 that it represents a share, participationL or other interest 

32 in that person's property or in an enterprise or to evidence 

33 that person's duty to perform an obligation e~±deneed 

34 represented by the certificated security; o~ 

35 b. creates shares, participations or other interests in 

-7-



S.F. _!1_75 H.F. 

1 the person's prope~or in an enterprise or undertakes 

2 obligations, which shares, participations, interests, or 

3 obligations are uncertificated securities; 

4 b c. directly or indirectly creates fractional interests 

5 in that person's rights or propertyL which fractional 

6 interests are e~ideneed represented by certificated 

7 securities; or 

8 e d. becomes responsible for or in place of any other 

9 person described as an issuer in this section. 

10 2. With respect to obligations on or defenses to a 

11 securityL a 

12 guarantor's 

13 obligation 

14 statements 

guarantor is an issuer to the extent of the 

guarantyL whether or not the guarantor's 

is noted on the a certificated security or on 

of uncertificated securities sent pursuant to 

15 section 554.8408. 

16 3. With respect to registration of transfer, pledge, or 

17 release (Part 4 of this Article)L ''issuer" means a person on 

18 whose behalf transfer books are maintained. 

19 Sec. 9. Section 554.8202, Code 1989, is amended to read as 

•20 follows: 

21 554.8202 ISSUER'S RESPONSIBILITY AND DEFENSES -- NOTICE OF 

22 DEFECT OR DEFENSE. 

23 l. Even against a purchaser for value and without notice, 

24 the terms of a security include~ 

25 a. if the security is certificated, those stated on the 

'26 security .L 

l27 b. if the security is uncertificated, those contained in 

28 the initial transaction statement sent to such purchaser, or 

29 if the purchaser's interest is transferred to the purchaser 

30 other than by registration of transfer, pledge, or release, 

i31 the initial transaction statement sent to the registered owner 

32 or registered pledgee; and 

33 c. those made part of the security by reference, on the 

34 certificated security or in the initial transaction statement, 

35 to another instrument, indentureL or document or to a 
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l constitution, statute, ordinance, rule, regulation, order or 

2 the like, to the extent that the terms ~o referred to do not 

3 conflict with the ~~a~ed terms stated on the certificated 

4 security or contained in the initial statement. Stlen-a A 

5 reference under this paragraph does not of itself charge a 

6 purchaser for value with notice of a defect going to the 

7 validity of the securityL even though the certificated 

8 security or statement expressly states that a person accepting 

9 it admits ~tleh notice. 

10 2. B• A certificated security in the hands of a purchaser 

ll for value or an uncertificated security as to which an initial 

12 transaction statement has been sent to a purchaser for value, 

13 other than ofte a security issued by a government or 

14 governmental agency or unitL even though issued with a defect 

15 going to its validity, is valid ±n-~he-hand~-of-a with respect 

16 to the purchaser £o~-~altle-and if the purchaser is without 

17 notice of the particular defect unless the defect involves a 

18 violation of constitutional provisionsL in which case the 

19 security is valid ±n-~he-hand~-o£ with respect to .a subsequent 

20 purchaser for value and without notice of the defect. 

21 b.--Phe-ftlle-o£-~tlbpa~agraph-uau This subsection applies to 

22 an issuer wh±eh that is a government or governmental agency or 

23 unit only if either there has been substantial compliance with 

24 the legal requirements governing the issue or the issuer has 

25 received a substantial consideration for the issue as a whole 

26 or for the particular security and a stated purpose of the 

27 issue is one for which the issuer has power to borrow money or 

28 issue the security. 

29 3. Except as o~he~w±~e provided in the case of certain 

30 unauthorized signatures on-±~~tle (section 554.8205), lack of 

31 genuineness of a certificated security or an initial 

32 transaction statement is a complete defenseL even against a 

33 purchaser for value and without notice. 

34 4. All other defenses of the issuer of a certificated or 

35 uncertificated security, including nondelivery and conditional 
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1 delivery of the a certificated securityL are ineffective 

2 against a purchaser for value who has taken without notice of 

3 the particular defense. 

4 5. Nothing in this section shall be construed to affect 

5 the right of a party to a "when, as and if issued" or a "when 

6 distributed" contract to cancel the contract in the event of a 

7 material change in the character of the security wh±eh that is 

8 the subject of the contract or in the plan or arrangement 

9 pursuant to which ~tleh the security is to be issued or 

10 distributed. 

11 Sec. 10. Section 554.8203, Code 1989, is amended to read 

12 as follows: 

13 554.8203 STALENESS AS NOTICE OF DEFECTS OR DEFENSES. 

14 1. After an act or event wh±eh-ereate~ creating a right to 

15 immediate performance of the principal obligation e~±deneed 

16 represented by the a certificated security or wh±eh that sets 

17 a date on or after which the security is to be presented or 

18 surrendered for redemption or exchange, a purchaser is charged 

19 with notice of any defect in its issue or defense of the 

20 issuer if: 

,21 a. ±f the act or event is one requiring the payment of 

22 money orL the delivery of certificated securities, the 

23 registration of transfer of uncertificated securities, or both 

'24 any of these on presentation or surrender of the certificated 

[25 security and-~tleh, the funds or securities are available on 

126 
27 

:28 
! 

the date set for payment or exchangeL and the purchaser takes 

the security more than one year after that date: and 

b. ±f the act or event is not covered by paragraph "a" and 

29 the purchaser takes the security more than two years after the 

30 date set for surrender or presentation or the date on which 

31 ~tleh performance became due. 

32 2. A call wh±eh that has been revoked is not within 

33 subsection 1. 

!34 Sec. 11. Section 554.8204, Code 1989, is amended to read 

35 as follows: 
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1 554.8204 EFFECT OF ISSUER'S RESTRICTIONS ON TRANSFER. 

2 Bn±e~~-neted-eensp±ettetts±y-on-the-~eett~±ty-a A restriction 

3 on transfer of a security imposed by the issuerL even though 

4 otherwise lawfulL is ineffective e~eept against a any person 

5 with without actual knowledge of it~ unless: 

6 a. the security is certificated and the restriction is 

7 noted conspicuously thereon; or 
8 b. the security is uncertificated and a notation of the 

9 restriction is contained in the initial transaction statement 

10 sent to the person or, if the person's interest is transferred 

11 to the person other than by registration of transfer, pledge, 

12 or release, the initial transaction statement sent to the 

13 registered owner or the registered pledgee. 

14 Sec. 12. Section 554.8205, Code 1989, is amended to read 

15 as follows: 
16 554.8205 EFFECT OF UNAUTHORIZED SIGNATURE ON fSSBE 

17 CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT. 

18 An unauthorized signature placed on a certificated security 

19 prior to or in the course of issue or placed on an initial 

20 transaction statement is ineffectiveL exeept-that but the 

21 signature is effective in favor of a purchaser for value an~ 

22 of the certificated security or a purchaser for value of an 

23 uncertificated security to whom such initial transaction 

24 statement has been sent, if the 2urchaser is without notice 

25 the lack of authority and if the signing has been done by_:_ 

26 a. an authenticating trustee, registrar, transfer agent 

27 other person entrusted by the issuer with the signing of the 

of 

or 

28 security o~L of similar securities, or of initial transactions 

29 statements or the±~ the immediate preparation for signing of 

30 any of them; or 

31 b. an employee of the issuer, or of any of the foregoingL 

32 entrusted with responsible handling of the security or initial 

33 transaction statement. 

34 Sec. 13. Section 554.8206, Code 1989, is amended to read 

35 as follows: 
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1 554.8206 COMPLETION OR ALTERATION OF fNS~RBMEN~ 

2 CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT. 

3 1. Whefe !! a certificated security contains the 

4 signatures necessary to its issue or transfer but is 

5 incomplete in any other respect~ 

6 a. any person may complete it by filling in the blanks as 

7 authorized; and 

8 b. even though the blanks are incorrectly filled in, the 

9 security as completed is enforceable by a purchaser who took 

10 it for value and without notice of stleh the incorrectness. 

11 2. A complete certificated security wh±eh thqt has been 

12 improperly alteredL even though fraudulentlyL remains 

13 enforceableL but only according to its original terms. 

14 3. If an initial transaction statement contains the 

15 signatures necessary to its validity, but is incomplete in any 

16 other respect: 

17 a. any person may complete it by filling in the blanks as 

18 authorized; and 

19 b. even though the blanks are incorrectly filled in, the 

20 statement as completed is effective in favor of the person to 

21 whom it is sent if the person purchased the security referred 

22 to therein for value and without notice of the incorrectness. 

23 4. A complete initial transaction statement that has been 

24 improperly altered, even though fraudulently, is effective in 

25 favor of a purchaser to whom it has been sent, but only 

26 according to its original terms. 

27 Sec. 14. Section 554.8207, Code 1989, is amended to read 

28 as follows: 

29 554.8207 RIGHTS OF ISSUER WITH RESPECT TO REGISTERED 

30 OWNERS. 

31 l. Prior to due presentment for registration of transfer 

32 of a certificated security in registered formL the issuer or 

33 indenture trustee may treat the registered owner as the person 

34 exclusively entitled to vote, to receive notificationsL and 

35 otherwise to exercise all the rights and powers of an owner. 
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1 2. Subject to the provisions of subsections 3, 4, and 6, 

2 the issuer or indenture trustee may treat the registered owner 

3 of an uncertificated security as the person exclusively 

4 entitled to vote, to receive notifications, and otherwise to 

5 exercise all the rights and powers of an owner. 

6 3. The registered owner of an uncertificated security that 

7 is subject to a registered pledge is not entitled to 

8 registration of transfer prior to the due presentment to the 

9 issuer of a release instruction. The exercise of conversion 

10 rights with respect to a convertible uncertificated securi~ 

11 is a transfer within the meaning of this section. 

12 4. Upon due presentment of a transfer instruction from the 

13 registered pledgee of an uncertificated security, the issuer 

14 shall: 

15 a. register the transfer of the security to the new owner 

16 free of pledge, if the instruction specifies a new owner (who 

17 may be the registered pledgee) and does not specify a pledgee; 

18 b. register the transfer of the security to the new owner 

19 subject to the interest of the existing pledgee, if the 

20 instruction specifies a new owner and the existing pledgee; or 

21 c. register the release of the security from the existing 

22 pledge and register the pledge of the security to the other 

23 pledgee, if the instruction specifies the existing owner and 

24 another_Qledgee. 

25 5. Continuity of perfection of a security interest is not 

26 broken by registration of transfer under subsection (4)(b) or 

27 by registration of release and pledge under subsection (4)(c), 

28 if the security interest is assigned. 

29 6. If an uncertificated security is subject to a 

30 registered pledge: 

31 a. any uncertificated securities issued in exchange for or 

32 distributed with respect to the pledged security shall be 

33 registered subject to the pledge; 

34 b. any certificated securities issued in exchange for or 

35 distributed with respect to the pledged security shall be 
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1 delivered to the registered pledgee; and 

2 c. any money paid in_ exchange for or in redemption of part 

3 or all of the ::;e~_~it:_y__§hall be _E§id t~h~___£_~~§_t:_~~e~ 

4 pledgee. 

5 % 7. Nothing in this Article shall be construed to affect 

6 the liability of the registered owner of a security for calls, 

7 assessmentsL or the like. 

8 Sec. 15. Section 554.8208, Code 1989, is amended to read 

9 as follows: 

10 554.8208 EFFECT OF SIGNATURE OF AUTHENTICATING TRUSTEE, 

11 REGISTRAR OR TRANSFER AGENT. 

12 1. A person placing that person's signature upon a 

13 certificated security or an initial transaction statement as 

14 authenticating trustee, registrar, transfer agentL or the 

15 like, warrants to a purchaser for value of the certificated 

16 security or a purchaser for value of an uncertificated 

17 security to whom the initial transaction statement has been 

18 sent, if the purchaser is without notice of the particular 

19 defectL that_:_ 

20 a. the certificated security or initial transaction 

21 statement is genuine; aftd 

22 b. that person's own participation in the issue or 

23 registration of transfer, pledge, or release of the security 

24 is within that person's capacity and within the scope of the 

25 atleher±~ae±eft authority received by that person from the 

26 issuer; and 

27 c. that person has reasonable grounds to believe that the 

28 security is in the form and within the amount the issuer is 

29 authorized to issue. 

30 2. Unless otherwise agreed, a person by so placing that 

31 person's signature does not assume responsibility for the 

)32 validity of the security in other respects. 

133 Sec. 16. Section 554.8301, Code 1989, is amended to read 

1

3 4 as follows: 

35 554.8301 RIGHTS ACQUIRED BY PURCHASER ---llABVERSE-EnAfMll--
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1 --PfPhE-AeeBfREB-B¥-B8NA-PfBE-PBR€HASER. 

2 1. Upon del±~e~y transfer of a security to a purchaser 

3 (section 554.8313), the purchaser acquires the rights in the 

4 security which the purchaser's transferor had or had actual 

5 authority to convey e~eept-that-a-ptl~eha~e~-who-hag-pe~~onally 

6 been-a-~a~ty-to-any-r~atld-o~-±lle9al±ty-affeet±n9-the-~eetl~±ty 

7 o~-who-a~-a-p~±o~-holde~-had-not±ee-or-an-ad~e~~e-ela±m-eannot 

8 ±mp~o~e-that-ptt~eha~e~L~-po~±t±on-by-ta~±n9-r~om-a-late~-bona 

9 r±de-ptlreha~er.--uAd~e~~e-ela±mll-±nelttde~-a-ela±m-that-a 

10 t~an~re~-wa~-o~-wotlld-be-wron9rttl-or-that-a-pa~t±ettla~-ad~e~~e 

11 pe~~on-i~-the-owne~-o£-o~-ha~-an-±ntere~t-±n-the-~eetl~±ty 

12 unless the purchaser's rights are limited by section 554.8302, 

13 subsection 4. 

14 ~.--A-bona-r±de-pttreha~er-±n-add±t±on-to-ae~tl±r±n9-the 

15 ~±9ht~-or-a-ptt~eha~e~-al~o-aeqtl±re~-the-~eetl~±ty-r~ee-of-any 

16 ad~e~~e-ela±m. 

17 3 2. A ptl~eha~e~ transferee of a limited interest acquires 

18 rights only to the extent of the interest ptl~eha~ed 

19 transferred. The creation or release of a security interest 

20 in a security is the transfer of a limited interest in that 

21 security. 

22 Sec. 17. Section 554.8302, Code 1989, is amended to read 

23 as follows: 

24 554.8302 "BONA FIDE PURCHASER" -- "ADVERSE CLAIM" -- TITLE 

25 ACQUIRED BY BONA FIDE PURCHASER. 

26 1. A "bona fide purchaser" is a purchaser for value in 

27 good faith and without notice of any adverse claim~ 

28 a. who takes delivery of a certificated security in bearer 

29 form or or-one in registered formL issued to-that-ptt~eha~e~ or 

30 endorsed to that purchaser or in blank• ~ 

31 b. to whom the transfer, pledge, or release of an 

32 uncertificated security is registered on the books of the 

33 issuer; or 

34 c. to whom a security is transferred under the provisions 

35 of paragraph (c), (d) (i), or (g) of section ?54.8313, 
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1 subsection 1. 

2 2. "Adverse claim" includes a claim that a transfer was or 

3 would~~-wron_gful or that a particular adverse E_erson is the 

4 owner of or has an interest in the security. 

5 3. A bona fide purchaser in addition to acquiring the 

6 rights of a purchaser (section 554.8301) also acquires 

7 interest in the security free of a~y adverse claim. 

8 4. Notwithstanding section 554.8301, subsection 1, the 

9 transferee of a particular certificated s~curity who has been 

10 a party to any fraud or illegality affecting the security, or 

11 who as a prior holder of that certificated security had notice 

12 of an adverse claim, cannot improve the transferee's position 

13 by taking from a bona fide purchaser. 

14 Sec. 18. Section 554.8303, Code 1989, is amended to read 

15 as follows: 

16 554.8303 "BROKER." 

17 "Broker" means a person engaged for all or part of the 

18 person's time in the business of buying and selling 

19 securities, who in the transaction concerned acts for, o~ buys 

20 a security from~ or sells a security to~ a customer. Nothing 

;21 in this Article determines the capacity in which a person acts 

22 for purposes of any other statute or rule to which ~tleh the 

123 person is subject. 

24 Sec. 19. Section 554.8304, Code 1989, is amended to read 

25 as follows: 

26 554.8304 NOTICE TO PURCHASER OF ADVERSE CLAIMS. 

27 l. A purchaser (including a broker for the seller or buyer 

28 but excluding an intermediary bank) of a certificated security 

29 is charged with notice of adverse claims if: 

30 a. the security~ whether in bearer or registered form, has 

131 been endorsed "for collect ion 11 or "for sur render 11 or for some 

132 other purpose not involving transfer; or 

33 b. the security is in bearer form and has on it an 

34 unambiguous statement that it is the property of a person 

35 other than the transferor. The mere writing of a name on a 
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1 security is not such a statement. 

2 2. A purchaser (including a broker for the seller or 

3 buyer, but excluding an intermediary bank) to whom the 

4 transfer, pledge, or release of an uncertificated security is 

5 registered is charged with notice of adverse claims as to 

6 which the issuer has a duty under section 554.8403, subsection 

7 4 at the time of registration and which are noted in the 

8 initial transaction statement sent to the purchaser or, if the 

9 purchaser's interest is transferred to the purchaser other 

10 than by registration of transfer, pledge, or release, the 

11 initial transaction statement sent to the registered owner or 

12 the registered pledgee. 

13 ~ 3. The fact that the purchaser (including a broker for 

14 the seller or buyer) of a certificated or uncertificated 

15 security has notice that the security is held for a third 

16 person or is registered in the name of or endorsed by a 

17 fiduciary does not create a duty of inquiry into the 

18 rightfulness of the transfer or constitute constructive notice 

19 of adverse claims. ff,-hewe~er However, if the purchaser 

20 (excluding an intermediary bank) has knowledge that the 

21 proceeds are being used or that the transaction is for the 

22 individual benefit of the fiduciary or otherwise in breach of 

23 duty, the purchaser is charged with notice of adverse Glaims. 

24 Sec. 20. Section 554.8305, Code 1989, is amended to read 

25 as follows: 

26 554.8305 STALENESS AS NOTICE OF ADVERSE CLAIMS. 

27 An act or event whieh that creates a right to immediate 

28 performance of the principal obligation e~±deneed represented 

29 by the a certificated security or wh±eh sets a date on or 

30 after which the a certificated security is to be presented or 

31 surrendered for redemption or exchange does not ef itself 

32 constitute any notice of adverse claims except in the case of 

33 a ptlreha~e transfer: 

34 a. after one year from any date set for ~tleh presentment 

35 or surrender for redemption or exchange; or 
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1 b. after six months from any date set for payment of money 

2 against presentation or surrender of the security if funds are 

3 available for payment on that date. 

4 Sec. 21. Section 554.8306, Code 1989, is amended to read 

5 as follows: 

6 554.8306 WARRANTIES ON PRESENTMENT AND TRANSFER OF 

7 CERTIFICATED SECURITIES 

8 INSTRUCTIONS. 

WARRANTIES OF ORIGINATORS OF 

9 1. A person who presents a certificated security for 

10 registration of transfer or for payment or exchange, warrants 

11 to the issuer that the person is entitled to the registration, 

12 payment or exchange. But, a purchaser for value and without 

13 notice of adverse claims who receives a new, reissued, or 

14 reregistered certificated security on registration or transfer 

15 or receives an initial transaction statement confirming the 

16 registration of transfer of an equivalent uncertificated 

17 security to that purchaser warrants only that that purchaser 

18 has no knowledge of any unauthorized signature (section 

19 554.8311) in a necessary endorsement. 

20 2. A person by transferring a certificated security to a 

21 purchaser for value warrants only that: 

22 a. the person's transfer is effective and rightful; ~nd 

23 b. the security is genuine and has not been materially 

24 altered; and 

25 c. the person knows of no fact which might impair the 

26 validity of the security. 

27 3. Whe~e If a certificated security is delivered by an 

28 intermediary known to be entrusted with delivery of the 

29 security on behalf of another or with collection of a draft or 

30 other claim against ~tteh delivery, the intermediary by ~tleh 

31 delivery warrants only the intermediary's own good faith and 

32 authority~ even though the intermediary has purchased or made 

33 advances against the claim to be collected against the 

34 delivery. 

65 4. A pledgee or other holder for security who redelivers 
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1 the a certificated security received, or after payment and on 

2 order of the debtor delivers that security to a third person~ 

3 makes only the warranties of an intermediary under subsection 

4 3. 

5 5. A person who originates an instruction warrants to the 

6 issuer that: 

7 a. the originator is an appropriate person to originate 

8 the instruction; and 

9 b. at the time the instruction is presented to the issuer 

10 the originator will be entitled to the registration of 

11 transfer, pledge, or release. 

12 6. A person who originates an instruction warrants to any 

13 person specially guaranteeing the originator's signature 

14 (section 554.8312, subsection 3} that: 

15 a. the originator is an appropriate person to originate 

16 the instruction; and 

17 b. at the time the instruction is presented to the issuer 

18 i. the originator will be entitled to the registration of 

19 transfer, pledge, or release; and 

20 ii. the transfer, pledge, or release requested in the 

21 instruction will be registered by the issuer free from all 

22 liens, security interests, restrictions, and claims other than 

23 those specified in the instruction. 

24 7. A person who originates an instruction warrants to a 

25 purchaser for value and to any person guaranteeing the 

26 instruction (section 554.8312, subsection 6) that: 

27 a. the originator is an appropriate person to originate 

28 the instruction; 

29 b. the uncertificated security referred to therein is 

30 valid; and 

31 c. at the time the instruction is presented to the issuer 

32 i. the transferor will be entitled to the registration of 

33 transfer, pledge, or release; 

34 11. the transfer, pledge, or release requested in the 

35 instruction will be registered by the issuer free from all 
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1 lien~~curity_interests, restrictions, and claims other than 

2 those specified in the instruction; and 

3 iii. the requested transfer, pledge, or release will be 

4 rightful. 

5 8. If a secured party is the registered pledgee or the 

6 registered owner of an uncertificated security, a person who 

7 originates an instruction of release or transfer to the d~btor 

8 or, after payment and on order of the debtor, a transfer 

9 instruction to a third person, warrants to the debtor or the 

10 third person only that the secured party is an appropriate 

11 person to originate the instruction and at the time the 

12 instruction is presented to the issuer, the transferor will be 

13 entitled to the registration of release or transfer. If a 

14 transfer instruction to a thir~erson who is a purcha?~r for 

15 value is originated on order of the debtor, the debtor makes 

16 to the purchaser the warranties of paragraphs "b", "c", ii, 

17 and "c" iii of subsection 7. 

18 9. A person who transfers an uncertificated security to a 

19 purchaser for value and does not originate an instruction in 

20 connection with the transfer warrants only that: 

21 a. The person's transfer is effective and rightful; and 

22 b. The uncertificated security is valid. 

23 5 10. A broker gives to the broker's customer and to the 

24 issuer and a purchaser the applicable warranties provided in 

25 this section and has the rights and privileges of a purchaser 

26 under this section. The warranties of and in favor of the 

27 broker acting as an agent are in addition to applicable 

28 warranties given by and in favor of the broker's customer. 

29 Sec. 22. Section 554.8307, Code 1989, is amended to read 

30 as follows: 

31 554.8307 EFFECT OF DELIVERY WITHOUT ENDORSEMENT -- RIGHT 

32 TO COMPEL ENDORSEMENT. 

33 Whe~e If a certificated security in registered form has 

34 been delivered to a purchaser without a necessary endorsement 

35 the purchaser may become a bona fide purchaser only as of the 
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1 time the endorsement is suppliedTL but against .the transferor, 

2 the transfer is complete upon delivery and the purchaser has a 

3 specifically enforceable right to have any necessary 

4 endorsement supplied. 

5 Sec. 23. Section 554.8308, Code 1989, is amended to read 

6 as follows: 

7 554.8308 EN98RSEMEN~T~HeW-MABE----SPE€fAb-ENB6RSEMEN~---

8 ENB6RSER-N8~-A-6BARANT6R----PARTfAb-ASSf6NMENT ENDORSEMENTS --

9 INSTRUCTIONS. 

10 1. An endorsement of a certificated security in registered 

11 form is made when an appropriate person signs on it or on a 

12 separate document an assignment or transfer of the security or 

13 a power to assign or transfer it or w~en the person's 

14 signature eE-stle~-pe~sen is written without more upon the back 

15 of the security. 

16 2. An endorsement may be in blank or special. An 

17 endorsement in blank includes an endorsement to bearer. A 

18 special endorsement specifies e~e-pe~sen to whom the security 

19 is to be transferred, or who has power to transfer it. A 

20 holder may convert a blank endorsement into a special 

21 endorsement. 

22 3. An endorsement purporting to be only of part of a 

23 certificated security representing units intended by the 

24 issuer to be separately transferable is effective to the 

25 extent of the endorsement. 

26 4. An "instruction" is an order to the issuer of an 

27 uncertificated security requesting that the transfer, pledge, 

28 or release from pledge of the uncertificated security 

29 specified therein be registered. 

30 5. An instruction originated by an appropriate person is: 

31 a. a writing signed by an appropriate person; or 

32 b. a communication to the issuer in any form agreed upon 

33 in a writing signed by the issuer and an appropriate person. 

34 If an instruction has been originated by an appropriate 

35 person but is incomplete in any other respect, any person may 
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l complete it as authorized and the issuer may rely on it as 

2 completed even though it has been completed incorrectly. 

3 3 6. 11 An appropriate person 11 in subsection 1 means 

4 a. the person specified by the certificated security or by 

5 special endorsement to be entitled to the security;-or~ 

6 7. "An appropriate person" in subsection 5 means: 

7 a. for an instruction to transfer or pledge an 

8 uncertificated security which is then not subject to a 

9 registered pledge, the registered owner; or 

10 b. for an instruction to transfer or release an 

ll uncertificated security which is then subject to a registered 

12 pledge, the registered pledgee. 

13 8. In addition to the persons designated in subsections 6 

14 and 7, "an appropriate person 11 in subsections l and 5 

15 includes: 

16 b a. where if the person ~o-~pee±f±ed designated is 

17 described as a fiduciary but is no longer serving in the 

18 described capacity, -- either that person or that person's 

19 successor; or 

.20 e b. where if the ~eetlr±ty-or-endor~ement-~o-~pee±€±e~ 

21 persons designated are described as more than one person as 

22 fiduciaries and one or more are no longer serving in the 

23 described capacity, the remaining fiduciary or fiduciaries, 

24 whether or not a successor has been appointed or qualified; or 

25 d c. where if the person ~o-~pee±f±ed designated is an 

26 individual and is without capacity to act by virtue of death, 

27 incompetence, infancyL or otherwise, --that person's 

28 executor, administrator, guardianL or like fiduciary; or 
129 e d. where if the ~eetlr±ty-or-endor~ement-~o-~pee±f±e~ 

30 persons designated are described as more than one person as 

31 tenants by the entirety or with right of survivorship and by 

32 reason of death all cannot sign, -- the survivor or survivors; 

3 or 

4 f e. a person having power to sign under applicable law or 

35 controlling instrument; or and 
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1 9 !· to the extent that the person designated or any of 

2 the foregoing persons may act through an agent, -- that 

3 person's authorized agent. 

4 4 9. Unless otherwise agreedL the endorser of a 

5 certificated security by the endorser's endorsement or the 

6 originator of an instruction by the originator's origination 

7 assumes no obligation that the security will be honored by the 

8 issuer but only the obligations provided in section 554.8306. 

9 5.--An-ender~emeftt-pttrport±n9-to-be-only-e£-part-e£-a 

10 ~eett~±ty-repre~ent±n9-ttft±t~-±ntended-by-the-±~~tter-te-be 

11 ~eparate!y-tran~£erable-±g-e££eet±~e-te-the-e~tent-e£-the 

12 endor~ement• 

13 6 10. Whether the person signing is appropriate is 

14 determined as of the date of signing and an endorsement made 

15 by or an instruction originated by ~tteh-a the person does not 

16 become unauthorized for the purposes of this Article by virtue 

17 of any subsequent change of circumstances. 

18 1 11. Failure of a fiduciary to comply with a controlling 

19 instrument or with the law of the state having jurisdiction of 

20 the fiduciary relationship, including any law requiring the 

21 fiduciary to obtain court approval of the transfer, pledge, or 

22 release, does not render the fiduciary's endorsement or an 

23 instruction originated by the fiduciary unauthorized for the 

24 purposes of this Article. 

25 Sec. 24. Section 554.8309, Code 1989, is amended to read 

26 as follows: 

27 554.8309 EFFECT OF ENDORSEMENT WITHOUT DELIVERY. 

28 An endorsement of a certificated securityL whether special 

29 or in blank, does not constitute a transfer until delivery of 

30 the certificated security on which it appears orL if the 

31 endorsement is on a separate documentL until delivery of both 

32 the document and the certificated security. 

33 Sec. 25. Section 554.8310, Code 1989, is amended to read 

34 as follows: 

35 554.8310 ENDORSEMENT OF CERTIFICATED SECURITY IN BEARER 
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1 FORM. 

2 An endorsement of a certificated security in bearer form 

3 may give notice of adverse claims (section 554.8304) but does 

4 not otherwise affect any right to registration the holder may 

5 pe~~e~s possesses. 

6 Sec. 26. Section 554.8311, Code 1989, is amended to read 

7 as follows: 

8 554.8311 EFFECT OF UNAUTHORIZED ENDORSEMENT OR 

9 INSTRUCTION. 

10 Unless the owner or pledgee has ratified an unauthorized 

11 endorsement or instruction or is otherwise precluded from 

12 asserting its ineffectiveness~ 

13 a. the owner may assert its ineffectiveness against the 

14 issuer or any purchaser other than a purchaser for value and 

15 without notice of adverse claimsL who has in good faith 

16 received a new, reissued, or reregistered certificated 

17 security on registration of transfer or received an initial 

18 transaction statement confirming the registration of transfer, 

19 pledge, or release of an equivalent uncertificated security to 

20 the purchaser; and 

21 b. an issuer who registers the transfer of a certificated 

22 security upon the unauthorized endorsement or who registers 

23 the transfer, pledge, or release of an uncertificated security 

:24 upon the unauthorized instruction is subject to liability for 

25 improper registration (section 554.8404). 

26 Sec. 27. Section 554.8312, Code 1989, is amended to read 

27 as follows: 

28 554.8312 EFFECT OF GUARANTEEING SIGNATURE OR ENDORSEMENT 

29 OR INSTRUCTION. 

30 l. Any person guaranteeing a signature of an endorser of a 

31 certificated security warrants that at the time of signing 

32 a. the signature was genuine; aftd 

33 b. the signer was an appropriate person to endorse 

34 (section 554.8308); and 

35 c. the signer had legal capacity to sign. 
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1 Bttt-the-9tta~ante~-dee~-net-ethe~w±~e-wa~~ant-the-~±9htftt~ne~~ 

2 e£-the-pa~t±ett~a~-t~an~fe~7 

3 2. Any person guaranteeing a signature of the originator 

4 of an instruction warrants that at the time of signing: 

5 a. the signature was genuine; 

6 b. the signer was an appropriate person to originate the 

7 instruction (section 554.8308) if the person specified in the 

8 instruction as the registered owner or registered pledgee of 

9 the uncertificated security was, in fact, the registered owner 

10 or registered pledgee of such security, as to which fact the 

11 signature guarantor makes no warranty; 

12 c. the signer had legal capacity to sign; and 

13 d. the taxpayer identification number, if any, appearing 

14 on the instruction as that of the registered owner or 

15 registered pledgee was the taxpayer identification number of 

16 the signer or of the owner or pledgee for whom the signer was 

17 acting. 

18 3. Any person specially guaranteeing the signature of the 

19 originator of an instruction makes not only the warranties of 

20 a signature guarantor (subsection 2) but also warrants that at 

21 the time the instruction is presented to the issuer: 

22 a. the person specified in the instruction as the 

23 registered owner or registered pledgee of the uncertificated 

24 security will be the registered owner or registered pledgee; 

25 and 

26 b. the transfer, pledge, or release of the uncertificated 

27 security requested in the instruction will be registered by 

28 the issuer free from all liens, security interests, 

29 restrictions, and claims other than those specified in the 

30 instruction. 

31 4. The guarantor under subsections 1 and 2 or the special 

32 guarantor under subsection 3 does not otherwise warrant the 

33 rightfulness of the particular transfer, pledge, or release. 

34 ~ 5. Any person may-9tta~antee guaranteeing an endorsement 

35 of a certificated security and-by-~e-de±ft9-wa~~ant5-net-enty 
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1 the-s±~~6ttt~e-tsttbseet±o~-lt makes not only the warranties of 

2 a signatu!e guarantor under subsection l but also warrants the 

3 rightfulness of the particular transfer in all respects. Bttt 

4 ~o-±sstte~-may-~eqtt±~e-a-~tta~antee-o£-endo~sement-as-a 

5 eondition-to-~eg±strat±on-o£-tr6ns£e~. 

6 6. Any person guaranteeing an instruction requesting the 

7 transfer, pledge, or release of an uncertificated security 

8 makes not only the warranties of a special signature guarantor 

9 under subsection 3, but also warrants the rightfulness of the 

10 particular transfer, pledge, or release in all respects. 

ll 7. No issuer may require a special guarantee of signature 

12 (subsection 3), a guarantee of endorsement (subsection 5), or 

13 a guarantee of instruction (subsection 6) as a condition to 

14 registration of transfer, pledge, or release. 

15 3 8. The foregoing warranties are made to any person 

16 taking or dealing with the security in reliance on the 

17 guarantee and the guarantor is liable to stteh the person for 

18 any loss resulting from breach of the warranties. 

19 Sec. 28. Section 554.8313, Code 1989, is amended to read 

20 as follows: 

21 554.8313 WHEN BEnfVER¥ TRANSFER TO ~HE PURCHASER OCCURS: -

22 --PBREHASERLS-BR8~ER-AS-H8nBER FINANCIAL INTERMEDIARY AS BONA 

23 FIDE PURCHASER-- "FINANCIAL INTERMEDIARY". 

24 l. Be±i~e~y Transfer of a security or a limited interest 

25 (including a security interest) therein to a purchaser occurs 

26 when only: 

27 a. at 

28 purchaser 

29 b. at 

the time 

acquires 

the time 

the purchaser 

possession of 

the transfer, 

or a person designated by the 

a certificated security; or 

pledge, or release of an 

30 uncertificated security is registered to the purchaser or a 

31 person designated by the purchaser; 

32 b c. at the time the purchaser's b~oke~ financial 

33 intermediary acquires possession of a certificated security 

34 specially endorsed to or issued in the name of the purchaser; 

35 0~ 
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1 e d. the-ptl~ehagerig-b~eke~ at the time a financial 

2 intermediary, not a clearing house, sends the purchaser 

3 confirmation of the purchase and also by book entry or 

4 otherwise identifies a-gpee±f±e-geetl~±ty-±n-the-b~eke~ig 

5 pegsesg±en as belonging to the purchaser;-e~ 

6 i. a specific certificated security in the financial 

7 intermediary's possession; 

8 ii. a quantity of securities that constitute or are part 

9 of a fungible bulk of certificated securities in the financial 

10 intermediary's possession or of uncertificated securities 

11 registered in the name of the financial intermediary; or 

12 iii. a quantity of securities that constitute or are part 

13 of a fungible bulk of securities shown on the account of the 

14 financial intermediary on the books of another financial 

15 intermediary; 

16 d e. with respect to an identified certificated security 

17 to be delivered while still in the possession of a third 

18 person~ when not a financial intermediary, at the time that 

19 person acknowledges that that person holds for the purchaser; 

20 e~ 

21 f. with respect to a specific uncertificated security the 

22 pledge or transfer of which has been registered to a third 

23 person 1 not a financial intermediary, at the time that person 

24 acknowledges that that person holds for the purchaser; 

25 e g. at the time appropriate entries to the account of the 

26 purchaser or a person designated by the purchaser on the books 

27 of a clearing corporation are made under section 554.8320.; 

28 h. with respect to the transfer of a security interest 

29 where the debtor has signed a security agreement containing a 

30 description of the security, at the time a written 

31 notification, which, in the case of the creation of the 

32 security interest, is signed by the debtor (which may be a 

33 copy of the security agreement) or which, in the case of the 

34 release or assignment of the security interest created 

35 pursuant to this paragraph, is signed by the secured party, is 
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1 received by 

2 l_._ __ ~~~-f1§_nc ial_ L~t~ rm_~~i-~=l!Y __ on_~hos~ bo<?_k_~ __ _t:~~--t_nte r~~t:_~-~ 
3 the transferor in the security appears; 

4 ii. a third person, not a financial intermediary, in 

5 possession of the security, if it is certificated; 

6 iii. a third person, not a financial intermediary, who is 

7 the registered owner of the security, if it is uncertificated 

8 and not subject to a registered pledge; or 

9 iv. a third person, not a financial intermediary, who is 

10 the registered pledgee of the security, if it is 

11 uncertificated and subject to a registered pledge; 

12 i. with respect to the transfer of a security interest 

13 where the transferor has signed a security agreement 

14 containing a description of the security, at the time new 

15 value is given ~he secured party; or 

16 j. with res£ect to the transfer of a security interest 

17 where the secured party is a financial intermediary and the 

18 security has already been transferred to the financ1al 

19 intermediary under paragraph "a", "b", "c", "d", or "g", at 

20 the time the transferor has signed a security agreement 

1

21 containing a description of the security and value is given by 

22 the secured party. 

23 2. The purchaser is the owner of a security held for the 

i24 purchaser by the-ptlreha~er~~-bro~er a financial intermediary, 
I 

25 but ±~-not-the-holder cannot be a bona fide purchaser of a 

26 security so held except a~ in circumstances specified in 

27 ~tlbparaeJraph~-ubu-, paragraphs "c", "d"(i), and ueu ~of 

28 subsection 1. Where If a security so held is part of a 

29 fungible bulk, as in the circumstances specified in paragraphs 

30 "d"(ii) and "d"(iii) of subsection 1, the purchaser is the 

31 owner of a proportionate property interest in the fungible 

~2 bulk. 

~3 3. Notice of an adverse claim received by the bro~er 
~4 financial intermediary or by the purchaser after the bro~er 
35 financial intermediary takes delivery of a certificated 
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1 security as a holder for value or after the transfer, ple~ 

2 or release of an uncertificated security has been registered 

3 free of the claim to a financial intermediary who has given 

4 value is not effective either as to the bre~er financial 

5 intermediary or as to the purchaser. However, as between the 

6 bre~er financial intermediary and the purchaser the purchaser 

7 may demand det±very transfer of an equivalent security as to 

8 which no notice of aft adverse claim has been received. 

9 4. A "financial intermediary'' is a bank, broker, clearing 

10 corporation or other person (or the nominee of any of them) 

11 which in the ordinary course of its business maintains 

12 security accounts for its customers and is acting in that 

13 capacity. A financial intermediary may have a security 

14 interest in securities held in account for its customer. 

15 Sec. 29. Section 554.8314, Code 1989, is amended to read 

16 as follows: 

17 554.8314 DUTY TO BEbfVER TRANSFER, WHEN COMPLETED. 

18 1. Unless otherwise agreed where if a sale of a security 

19 is made on an exchange or otherwise through brokers~ 

20 a. the selling customer fulfills that customer's duty to 

21 del±ver-wheft transfer at the time that customer: 

22 i. places ~oeh a certificated security in the possession 

23 of the selling broker or of a person designated by the brokerL 

24 ii. causes an uncertificated security to be registered in 

25 the name of the selling broker or a person designated by the 

26 broker; er 

27 iii. if requested~ causes an acknowledgment to be made to 

28 the selling broker that ±t a certificated or uncertificated 

29 security is held for that broker; aftd or 

30 1v. places in the possession of the selling broker or of a 

31 person designated by the broker a transfer instruction for an 

32 uncertificated security, providing the issuer does not refuse 

33 to register the requested transfer if the instruction is 

34 presented to the issuer for registration within thirty days 

35 thereafter; and 
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1 b. the selling brokerL including a correspondent broker 

2 acting for a selling customerL fulfills that broker's duty to 

3 dei±vef-by-ptae±ng-the transfer at the time that broker 

4 i. places a certificated security ef-a-i±ke-seetlf±ty in 

5 the possession of the buying broker or a person designated by 

6 the buying brokerL 

7 ii. causes an uncertificated security to be registered in 

8 the name of the buying broker or a person designated by the 

9 buyinq broker; 

10 iii. places in the possession of the buying broker or of a 

11 person designated by the buying broker a transfer instruction 

12 for an uncertificated security, providing the issuer does not 

13 refuse to register the requested transfer if the instruction 

14 is presented to the issuer for registration within thirty days 

15 thereafter; or 

16 iv. ef-by-effeet±ng effects clearance of the sale in 

17 accordance with the rules of the exchange on which the 

18 transaction took place. 

19 2. Except as ethefw±se provided in this section and unless 

20 otherwise agreed, a transferor's duty to de±±vef transfer a 

21 security under a contract of purchase is not fulfilled until 

22 the transferor: 

23 a. places the certificated security in form to be 

24 negotiated by the purchaser in the possession of the purchaser 

25 or of a person designated by the purchaserL ef 

26 b. et-the-ptlfehaser~s-feqtlegt causes an uncertificated 

7 security to be registered in the name of the purchaser or a 

8 person designated by the purchaser; or 

29 c. if the purchaser requests, causes an acknowledgment to 

30 be made to the purchaser that ±t a certificated or 

· 1 uncertificated security is held for the purchaser. 

2 3. Unless made on an exchangeL a sale to a broker 

3 purchasing for the broker's own account is within th±g 

4 subsection 2 and not within subsection 1. 

35 Sec. 30. Section 554.8315, Code 1989, is amended to read 
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1 as follows: 

2 554.8315 ACTION AGAINST PBR€HASER TRANSFEREE BASED UPON 

3 WRONGFUL TRANSFER. 

4 1. Any person against whom the transfer of a security is 

5 wrongful for any reason, including the person's incapacity, 

6 may as against anyone except a bona fide purchaser, may: 

7 a. reclaim possession of the certificated security 

8 wrongfully transferred; o~ 

9 b. obtain possession of any new ~ertificated security 

10 ev±defte±n~ representing all or part of the same rights~ or 

11 c. compel the origination of an instruction to transfer to 

12 the person or a person designated by that person an 

13 uncertificated security constituting all or part of the same 

14 rights; or 

15 d. have damages. 

16 2. If the transfer is wrongful because of an unauthorized 

17 endorsement of a certificated security, the owner may also 

18 reclaim or obtain possession of the security or a new 

19 certificated securityL even from a bona fide purchaserL if the 

20 ineffectiveness of the purported endorsement can be asserted 

21 against the purchaser under the provisions of this Article on 

22 unauthorized endorsements (section 554.8311). 

23 3. The right to obtain or reclaim possession of a 

24 certificated security or to compel the origination of a 

25 transfer instruction may be specifically enforced and ±t~ the 

26 transfer of a certificated or uncertificated security enjoined 

27 and the a certificated security impounded pending the 

28 litigation. 

29 Sec. 31. Section 554.8316, Code 1989, is amended to read 

30 as follows: 

31 554.8316 P~RCHASER'S RIGHT TO REQUISITES FOR REGISTRATION 

32 OF TRANSFER, PLEDGE, OR RELEASE ON BOOKS. 

33 Unless otherwise agreedL the transferor mtl~t of a 

34 certificated security or the transferor, pledgor, or pledgee 

35 of an uncertificated security on due demand must supply the 
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l transferor's, pledgor's, or pledgee's purchaser with any proof 

2 of the transferor's authority to transfer, pledge, or release 

3 or with any other requisite wh±eh-may-be necessary to obtain 

4 registration of the transfer, pledge, or release of the 

5 security~ but if the transfer, pledge, or release is not for 

6 valueL a transferor, pledgor, or pledgee need not do so unless!· 

7 the purchaser furnishes the necessary expenses. Failure 

8 within a reasonable time to comply with a demand macle-w±th±n-a 

9 reagenabte-t±me gives the purchaser the right to reject or 

10 rescind the transfer, pledge, or release. 

11 Sec. 32. Section 554.8317, Code 1989, is amended to read 

12 as follows: 

13 554.8317 A~~A€HMEN~-6R-bEV¥-BP6N-SE€BRf~¥ CREDITORS' 

14 RIGHTS. 

15 1. Ne Subject to the exceptions in subsections 3 and 4, no 

16 attachment or levy upon a certificated security or any share 

17 or other interest ev±cleneecl represented thereby which is 

18 outstanding ghatt-be is valid until the security is actually 

19 seized by the officer making the attachment or levyL but a 

20 certificated security which has been surrendered to the issuer 

21 may be attaehecl-er-tev±ecl-tlpen-at-the-getlree reached by a 

22 creditor by legal process at the issuer's chief executive 

23 office in the United States. 

24 2. An uncertificated security registered in the name of 

25 the debtor may not be reached by a creditor except by legal 

26 process at the issuer's chief executive office in the United 

27 States. 

28 3. The interest of a debtor in a certificated security 

29 that is in the possession of a secured party not a financial 

30 intermediary or in an uncertificated security registered in 

31 the name of a secured party not a financial intermediary (or 

32 in the name of a nominee of the secured party) may be reached 

33 by a creditor by legal process upon the secured party. 

34 4. The interest of a debtor in a certificated security 

35 that is in the possession of or registered in the name of a 
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1 financial intermediary or in an uncertificate~ security 

2 registered in the name of a financial intermediary may be 

3 reached by a creditor by legal process upon the financial 

4 intermediary on whose books the interest of the debtor 

5 appears. 

6 5. Unless otherwise provided by law, a creditor's lien 

7 upon the interest of a debtor in a security obtained pursuant 

8 to subsection 3 or 4 is not a restraint on the transfer of the 

9 security, free of the lien, to a third party for new value; 

10 but in the event of a transfer, the lien applies to the 

11 E£9Ceeds of the transfer in the hands of the secured party or 

12 financial intermediary, subject to any claims having priority. 

13 ~ 6. A creditor whose debtor is the owner of a security 

14 shatt-be is entitled to Stleh aid from courts of appropriate 

15 jurisdiction, by injunction or otherwise, in reaching Stleh the 

16 security or in satisfying the claim by means thereef-as-±s 

17 allowed at law or in equity in regard to property wh±eh that 

18 cannot readily be att~ehed-er-tev±ed-tlpen reached by ordinary 

19 legal process. 

20 Sec. 33. Section 554.8318, Code 1989, is amended to read 

21 as follows: 

22 554.8318 NO CONVERSION BY GOOD FAITH BEbfVER¥ CONDUCT. 

23 An agent or bailee who in good faith (including observance 

24 of reasonable commercial standards if the agent or bailee is 

25 in the business of buying, selling or otherwise dealing with 

26 securities) has received certificated securities and sold, 

27 pledged~ or delivered them or has sold or caused the transfer 

28 or pledge of uncertificated securities over which the agent or 

29 bailee had control according to the instructions of the 

30 agent's or bailee's principal~ is not liable for conversion or 

31 for participation in breach of fiduciary duty although the 

32 principal had no right te-d±~pe~e-ef-them so to deal with the 

33 securities. 

34 Sec. 34. Section 554.8319~ Code 1989, is amended to read 

35 as follows: 
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1 554.8319 STATUTE OF FRAUDS. 

2 A contract for the sale of securities is not enforceable by 

3 way of action or defense unless: 

4 a. there is some writing signed by the party against whom 

5 enforcement is sought or by that party's authorized agent or 

6 broker sufficient to indicate that a contract has been made 

7 for sale of a stated quantity of described securities at a 

8 defined or stated price; or 

9 b. delivery of the a certificated security or transfer 

10 instruction has been accepted or transfer of an uncertificated 

11 security has been registered and the transferee has failed to 

12 send written objection to the issuer within ten days after 

13 receipt of the initial transaction statement confirming the 

14 registration, or payment has been made~ but the contract is 

15 enforceable under this provision only to the extent of stleh 

16 the delivery or payment; or 

17 c. within a reasonable time a writing in confirmation of 

18 the sale or purchase and sufficient against the sender under 

19 paragraph "a" has been received by the party against whom 

20 enforcement is sought and that party has failed to send 

21 written objection to its contents within ten days after its 

22 receipt; or 

23 d. the party against whom enforcement is sought admits in 

24 that party's pleading, testimony~ or otherwise in court that a 

25 contract was made for the sale of a stated quantity of 

26 described securities at a defined or stated price. 

27 Sec. 35. Section 554.8320, Code 1989, is amended to read 

28 as follows: 

29 554.8320 TRANSFER OR PLEDGE WITHIN A CENTRAL DEPOSITORY 

30 SYSTEM. 

1. ff-a-seetlr±ey In addition to other methods, a transfer, 

1

31 

32 pledge, or release of a security or any interest therein may 

33 be effected by the making of appropriate entries on the books 

34 of a clearing corporation reducing the account of the 

\35 transferor, pledgor, or pledgee and increasing the account of 
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1 the transferee, pledgee, or pledgor by the amount of the 

2 obligation, or the number of shares or rights transferred, 

3 ~dged, or released, if the security is shown on the account 

4 of a transferor, pledgor, or pledgee on the books of the 

5 clearing corporation; is subject to the control of the 

6 clearing corporation; and 

7 a. if certificated, 

8 i. is in the custody of 6 the clearing corporationL 

9 another clearing corporation, o~-of a custodian bank or a 

10 nominee of eithe~-stlbjeet-to-the-inst~tletions-o£-the-elea~ing 

11 eo~po~ation any of them; and 

12 b ii. is in bearer form or endorsed in blank by an 

13 appropriate person or registered in the name of the clearing 

14 corporationL o~ a custodian bankL or a nominee of e±the~ any 

15 of them; and or 

16 b. if uncertificated, is registered in the name of the 

17 clearing corporation, another clearing corporation, a 

18 custodian bank, or a nominee of any of them; 

19 e.--is-shown-on-the-aeeotlnt-o£-a-t~ans£e~o~-o~-pledgo~-on 

20 the-books-o£-the-elea~ing-eo~po~ation; 

21 then7-in-addition-to-othe~-methods,-a-t~ans£e~-o~-~ledge-o£ 

22 the-seetl~ity-o~-any-inte~est-therein-may-be-e££eeted-by-the 

23 making-o£-app~op~iate-ent~ies-on-the-books-o£-the-elear±ng 

24 eor~o~ation-redtleing-the-aeeotlnt-o£-the-t~ansfero~-o~-pledgor 

25 and-ine~easing-the-aeeotlnt-o£-the-t~ans£e~ee-o~-pledgee-by-the 

26 amotlnt-o£-the-obligat±on-o~-the-ntlmbe~-o£-sha~es-o~-~±ghts 

27 t~ans£e~red-or-pledged. 

28 2. Under this section entries may be made with respect to 

29 like securities or interests therein as a part of a fungible 

30 bulk and may refer merely to a quantity of a particular 

31 security without reference to the name of the registered 

32 owner, certificate or bond numberL or the like, and, in 

33 appropriate cases, may be on a net basis taking into account 

34 other transfersL o~ pledges, or releases of the same security. 

35 3. A transfer o~-pledge under this section has-the-e££eet 
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1 o£-e-de±i~e~y-ef-a-geetl~±ty-±n-hea~e~-fo~m-o~-dtl±y-ende~ged-±n 

2 b±ank-tgeetion-5547838±t-~ep~egenting-the-ametlnt-ef-the 

3 ob±igation-e~-the-ntlmbe~-o£-gha~eg-o~-~±ghtg-t~ang£e~~ed-e~ 

4 p±edged is effective (section 554.8313) and the purchaser 

5 acquires the rights of the transferor (section 554.8301). A 

6 pledge or release under this section is the transfer of a 

7 limited interest. If a pledge or the creation of a security 

8 interest is intended, the-mak±ng-ef-ent~±eg-hag-the-e£feet-o£ 

9 e-tek±ng-e£-de±±~e~y-by-the-p±edgee-o~-a-geetl~ed-pa~ty 

10 fgeetieng-554.9384-and-554.9385t the security interest is 

11 perfected at the time when both value is given by the pledgee 

12 and the appropriate entries are made (section 554.8321). A 

13 transferee or pledgee under this section ±g-a-he±de~ may be a 

14 bona fide purchaser (section 554.8302). 

15 4. A transfer or pledge under this section doeg is not 

16 eonBt±ttlte a registration of transfer under Part 4 o£-th±B 

17 A~t±e±e. 

18 5. That entries made on the books of the clearing 

19 corporation as provided in subsection 1 are not appropriate 

20 does not affect the validity or effect of the entries no~ or 

21 the liabilities or obligations of the clearing corporation to 

22 any person adversely affected thereby. 

23 Sec. 36. NEW SECTION. 554.8321 ENFORCEABILITY, 

24 ATTACHMENT, PERFECTION, AND TERMINATION OF SECURITY INTERESTS. 

25 l. A security interest in a security is enforceable and 

26 can attach only if it is transferred to the secured party or a 

27 person designated by the secured party pursuant to a provision 

28 of section 554.8313, subsection 1. 

29 2. A security interest so transferred pursuant to 

30 agreement by a transferor who has rights in the security to a 

31 transferee who has given value is a perfected security 

32 interest, but a security interest that has been transferred 

33 solely under paragraph "i" of section 554.8313, subsection 1 

34 becomes unperfected after twenty-one days unless, within that 

35 time, the requirements for transfer under any other provision 
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1 of section 554.8313, subsection 1 are satisfied. 

2 3. A security interest in a security is subject to the 

3 provisions of Article 9, but: 

4 a. no filing is required to perfect the security interest; 

5 and 

6 b. no written security agreement signed by the debtor is 

7 necessary to make the security interest enforceable, except as 

8 otherwise provided in paragraph "h", "i", or "j" of.section 

9 554.8313, subsection 1. The secured party has the rights and 

10 duties provided under section 554.9207, to the extent they are 

11 applicable, whether or not the security is certificated, and, 

12 if certificated, whether or not it is in the secured party's 

13 possession. 

14 4. Unless otherwise agreed, a security interest in a 

15 security is terminated by transfer to the debtor or a person 

16 designated by the debtor pursuant to a provision of section 

17 

18 

19 

20 

554.8313, subsection 1. 

the security interest, 

unless the security is 

debtor for the purpose 

If a security is thus transferred, 

if not terminated, becomes unperfected 

certificated and is delivered to the 

of ultimate sale or exchange or 

21 presentation, collection, renewal, or registration of 

22 transfer. In that case, the security interest becomes 

23 unperfected after twenty-one days unless, within that time, 

24 the security (or securities for which it has been exchanged) 

25 is transferred to the secured party or a person designated by 

26 the secured party pursuant to a provision of section 554.8313, 

27 subsection 1. 

28 Sec. 37. Section 554.8401, Code 1989, is amended to read 

29 as follows: 

30 554.8401 DUTY OF ISSUER TO REGISTER TRANSFER, PLEDGE, OR 

31 RELEASE. 

32 1. Whe~e If a certificated security in registered form is 

33 presented to the issuer with a request to register transfer 7 

34 or an instruction is presented to the issuer with a request to 

35 register transfer, pledge, or release the issuer ±~-tlnde~-a 
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1 dtl~y-~e shall register the transfer, pledge, or release as 

2 requested if_:_ 

3 a. the security is endorsed or the instruction was 

4 originated by the appropriate person or persons (section 

5 554.8308); end 
·· 6 b. reasonable assurance is given that those endorsements 

7 or instructions are genuine and effective (section 554.8402)~ 

8 end 

9 c. the issuer has no duty ~o-±nqtl±~e-±nte as to adverse 

10 claims or has discharged any-gtleh the duty (section 554.8403); 

11 end 
12 d. any applicable law relating to the collection of taxes 

13 has been complied with; and 

14 e. the transfer, pledge, or release is in fact rightful or 

15 is to a bona fide purchaser. 

16 2. Whe~e If an issuer is under a duty to register a 

17 transfer, pledge, or release of a securityL the issuer is also 

18 liable to the person presenting ±~ a certificated security or 

19 an instruction for registration or that person's principal for 

20 loss resulting from any unreasonable delay in registration or 

21 from failure or refusal to register the transfer, pledge, or 

22 release. 

23 Sec. 38. Section 554.8402, Code 1989, is amended to read 

24 as follows: 

25 554.8402 ASSURANCE THAT ENDORSEMENTS AND INSTRUCTIONS ARE 

26 EFFECTIVE. 

27 1. The issuer may require the following assurance that 

28 each necessary endorsement of a certificated security or each 

29 instruction (section 554.8308) is genuine and effective_:_ 

30 a. in all cases, a guarantee of the signature (gtlbgeet±on 

31 t-o~ section 554.8312, subsec~ian 1 or 2) of the person 

32 endorsing a certificated security or originating an 

33 instruction including, in the case of an instruction, a 

34 warranty of the taxpayer identification number or, in the 

35 absence thereof, other reasonable assurance of identity; end 
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1 b. where if the endorsement is made or the instruction is 

2 ori9inated by an agent, appropriate assurance of authority to 

3 sign; 

4 c. where if the endorsement is made or the instruction is 

5 originated by a fiduciary, appropriate evidence of appointment 

or incumbency; 6 

7 d. where if there is more than one fiduciary, reasonable 

8 assurance that all who are required to sign have done so; and 

9 e. where if the endorsement is made or the instruction is 

10 originated by a person not covered by any of the foregoing, 

11 assurance appropriate to the case corresponding as nearly as 

12 may be to the foregoing. 

13 2. A "guarantee of the signature" in subsection 1 means a 

14 guarantee signed by or on behalf of a person reasonably 

15 believed by the issuer to be responsible. The issuer may 

16 adopt standards with respect to responsibility pro~±ded-~tleh 

17 ~tandard~ if they are not manifestly unreasonable. 

18 3. "Appropriate evidence of appointment or incumbency'' in 

19 subsection 1 means 

20 a. in the case of a fiduciary appointed or qualified by a 

21 court, a certificate issued by or under the direction or 

22 supervision of that court or an officer of that court and 

23 dated within one hundred eighty days before the date of 

24 presentation for transfer, :Qledge, or release; or 

25 b. in any other case, a copy of a document showing the 

26 appointment or a certificate issued by or on behalf of a 

27 person reasonably believed by the issuer to be responsible or, 

28 in the absence of ~tleh-a that document or certificate, other 

29 evidence reasonably deemed by the issuer to be appropriate. 

30 The issuer may adopt standards with respect to ~tleh the 

31 evidence pro~±ded-~tleh-~tandard~ if they are not manifestly 

32 unreasonable. The issuer is not charged with notice of the 

33 contents of any document obtained pursuant to this paragraph 

34 "b" except to the extent that the contents relate directly to 

35 the appointment or incumbency. 
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1 4. The issuer may elect to require reasonable assurance 

2 beyond that specified in this section, but if it does so andL 

3 for a purpose other than that specified in subsection 3 "b", 

4 both requires and obtains a copy of a will, trust, indenture, 

5 articles of copartnership, bylawsL or other controlling 

6 instrumentL it•is charged with notice of all matters contained 

7 therein affecting the transfer, pledge, or release. 

8 Sec. 39. Section 554.8403, Code 1989, is amended to read 

9 as follows: 

10 554.8403 bfMf~EB-B8~¥-6P-fNeBfR¥ ISSUER'S DUTY AS TO 

11 ADVERSE CLAIMS. 

12 1. An issuer to whom a certificated security is presented 

13 for registration ±B-~nder-a-dtlty-to shall inquire into adverse 

14 claims if: 

15 a. a written notification of an adverse claim is received 

16 at a time and in a manner whieh-affordB affording the issuer a 

17 reasonable opportunity to act on it prior to the issuance of a 

18 new, reissuedL or registered certificated securityL and the 

19 notification identifies the claimant, the registered ownerL 

20 and the issue of which the security is a partL and provides an 

21 address for communications directed to the claimant; or 

22 b. the issuer is charged with notice of an adverse claim 

23 from a controlling instrument whieh it has elected to require 

24 under BtlbBeet±on-4-o~ section 554.8402, subsection 4. 

25 2. The issuer may discharge any duty of inquiry by any 

26 reasonable means, including notifying an adverse claimant by 

27 registered or certified mail at the address furnished by the 

28 adverse claimant or if there be no such address at the adverse 

29 claimant's residence or regular place of business that the 

30 certificate~ security has been presented for registration of 

31 transfer by a named person, and that the transfer will be 

32 regis~ered unless within thirty days from the date of mailing 

33 the notification, either: 

34 a. an appropriate restraining order, injunction or other 

35 process issues from a court of competent jurisdiction; or 
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l b. there is filed with the issuer an indemnity bond, 

2 sufficient in the issuer's judgment to protect the issuer and 

3 any transfer agent, registrar~ or other agent of the issuer 

4 involved, from any loss whieh it or they may suffer by 

5 complying with the adverse claim i~-£iled-with-tne-i~~tle~. 

6 3. Unless an issuer is charged with notice of an adverse 

7 claim from a controlling instrument which it has elected to 

8 require under ~tib~eetioft-4-o£ section 554.8402, subsection 4 

9 or receives notification of an adverse claim under subsection 

10 l o£-thi~-~eetioft, wne~e if a certificated security presented 

ll for registration is endorsed by the appropriate person or 

12 persons the issuer is under no duty to inquire into adverse 

13 claims. In particular~ 

14 a. an issuer registering a certificated security in the 

15 name of a person who is a fiduciary or who is described as a 

16 fiduciary is not bound to inquire into the existence, extent, 

17 or correct description of the fiduciary relationship~ and 

18 thereafter the issuer may assume without inquiry that the 

19 newly registered owner continues to be the fiduciary until the 

20 issuer receives written notice that the fiduciary is no longer 

21 acting as such with respect to the particular security; 

22 b. an issuer registering transfer on an endorsement by a 

23 fiduciary is not bound to inquire whether the transfer is made 

24 in compliance with a controlling instrument or with the law of 

25 the state having jurisdiction of the fiduciary relationship, 

26 including any law requiring the fiduciary to obtain courL 

27 approval of the transfer; and 

28 c. the issuer is not charged with notice of the contents 

29 of any court record or file or other recorded or unrecorded 

30 document even though the document is in its possession and 

31 even though the transfer is made on the endorsement of a 

32 fiduciary to the same fiduciary or to the fiduciary's nominee. 

33 4. An issuer is under no duty as to adverse claims with 

34 respect to an uncertificated security except: 

35 a. claims embodied in a restraining order, injunction, or 
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1 other legal process served upon the issuer if the process was 

2 served at a time and in a manner affording the issuer a 

3 reasonable opportunity to act on it in accordance with the 

4 requirements of subsection 5; 

5 b. claims of which the user has received a written 

6 notification from the registered owner or the registered • 

7 pledgee if the notification was received at a time and in a 

8 manner affording the issuer a reasonable opportunity to act on 

9 it in accordance with the requirements of subsection 5; 

10 c. claims (including restrictions on transfer not imposed 

11 by the issuer) to which the registration of transfer to the 

12 present registered owner was subject and were so noted in the 

13 initial transaction statement sent to the issuer; and 

14 d. claims as to which an issuer is charged with notice 

15 from a controlling instrument it has elected to require under 

16 section 554.8402, subsection 4. 

17 5. If the issuer of an uncertificated security is under a 

18 duty as to an adverse claim, the issuer discharges that duty 

19 ~ 

20 a. including a notation of the claim in any statements 

21 sent with respect to the security under section 554.8408, 

22 subsections 3, 6, and 7; and 

23 b. refusing to register the transfer or pledge of the 

24 security unless the nature of the claim does not preclude 

25 transfer or pledge subject thereto. 

26 6. If the transfer cr pledge of the security is registered 

27 subject to an adverse claim, a notation of the claim must be 

28 included in the initial transaction statement and all 

29 subsequent statements sent to the transferee and pledgee under 

30 section 554.8408. 

31 7. Notwithstanding subsections 4 and 5, if an 

32 uncertificated security was subject to a registered pledge at 

33 the time the issuer first came under a duty as to a particular 

34 adverse claim, the issuer has no duty as to that claim if 

35 transfer of the security is requested by the registered 
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1 Eledgee or an a.12.12rol2riate .12erson acting for the registered 

2 Eledgee unless: 

3 a. the claim was embodied in legal .12rocess which ex.12ressly 

4 .12rovides otherwise; 

5 b. the claim was asserted in a written notification from 

6 the registered Eledgee; 

7 c. the claim was one as to which the issuer was charged 

8 with notice from a controlling instrument it required under 

9 section 554.8402, subsection 4 in connection with the 

10 Eledgee's request for transfer; or 

11 d. the transfer requested is to the registered owner. 

12 Sec. 40. Section 554.8404, Code 1989, is amended to read 

13 as follows: 

14 554.8404 LIABILITY AND NONLIABILITY FOR REGISTRATION. 

15 1. Except as etherw±~e provided in any law relating to the 

16 collection of taxes, the issuer is not liable to the ownerL 

17 Eledgee, or any other person suffering loss as a result of the 

18 registration of a transfer, pledge, or release of a security 

19 if: 

20 a. there were on or with the a certificated security the 

21 necessary endorsements or the issuer had received an 

22 instruction originated by an ap.12r0.12riate person (section 

23 554.8308); and 

24 b. the issuer had no duty te-±ft~tt±re-±nte as to adverse 

25 claims or has discharged 8fty-~tteh the duty (section 554.8403). 

26 2. Where If an issuer has registered a transfer of a 

27 certificated security to a person not entitled to it, the 

28 issuer on demand mtt~t shall deliver a like security to the 

29 true owner unless: 

30 a. the registration was pursuant to subsection 1; er 

31 b. the owner is precluded from asserting any claim for 

32 registering the transfer under ~ttb~eet±eft-l-et-the-tellew±n9 

33 section 554.8405, subsection l; or 

34 c. ~tteh the delivery would result in overissue, in which 

35 case the issuer's liability is governed by section 554.8104. 
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1 3. If an issuer has improperly registered a transfer, 

2 pledge, or release of an uncertificated security, the issuer 

3 on demand from the injured party shall restore the records ~~ 

4 to the injured party to the condition that would have obtained 

5 

6 

7 

8 case the issuer's liability is governed by section 554.8104. 

9 Sec. 41. Section 554.8405, Code 1989, is amended to read 

10 as follows: 

11 554.8405 LOST, DESTROYEDL AND STOLEN CERTIFICATED 

12 SECURITIES. 

13 1. Where If a certificated security has been lost, 

14 apparently destroyedL or wrongfully takenL and the owner fails 

15 to notify the issuer of that fact within a reasonable time 

16 after the owner has notice of it and the issuer registers a 

17 transfer of the security before receiving Stleh-a notification, 

18 the owner is precluded from asserting against the issuer any 

19 claim for registering the transfer under the-preeed±rHj section 

20 554.8404 or any claim to a new security under this section. 

21 2. Where If the owner of a security claims that the a 

22 certificated security has been lost, destroyedL or wrongfully 

23 taken, the issuer mtlst shall issue a new certificated security 

24 or, at the option of the issuer, an equivalent uncertificated 

25 security in place of the original security if the owner~ 

26 a. so requests before the issuer has notice that the 

27 security has been acquired by a bona fide purchaser; and 

28 b. files with the issuer a sufficient indemnity bond; and 

29 c. satisfies any other reasonable requirements imposed by 

30 the issuer. 

31 3. If, after the issue of the a new certificated or 

32 uncertificated security, a bona fide purchaser of the original 

33 certificated security presents it for registration of 

34 transfer, the issuer mtlst shall register the transfer unless 

35 registration would result in overissue, in which event the 
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1 issuer's liability is governed by section 554.8104. In 

2 addition to any rights on the indemnity bond, the issuer may 

3 recover the new certificated security from the person to whom 

4 it was issued or any person taking under the person to whom it 

5 was issued except a bona fide purchaser or may cancel the 

6 uncertificated security unless a bona fide purchaser or any 

7 person taking under a bona fide purchaser is then the 

8 registered owner or registered pledgee thereof. 

9 Sec. 42. Section 554.8406, Code 1989, is amended to read 

10 as follows: 

11 554.8406 DUTY OF AUTHENTICATING TRUSTEE, TRANSFER AGENT OR 

12 REGISTRAR. 

13 1. Where If a person acts as authenticating trustee, 

14 transfer agent, registrar, or other agent for an issuer in the 

15 registration of transfers of its certificated securities or in 

16 the registration of transfers, pledges, and releases of its 

17 uncertificated securities, in the issue of new securities, or 

18 in the cancellation of surrendered securities: 

19 a. that person is under a duty to the issuer to exercise 

20 good faith and due diligence in performing that person's 

21 functions; and 

22 b. that-per~en-has with regard to the particular functions 

23 that person performs, that person has the same obligation to 

24 the holder or owner of the a certificated security or to the 

25 owner or pledgee of an u~certificated security and has the 

26 same rights and privileges as the issuer has in regard to 

27 those functions. 

28 2. Notice to an authenticating trustee, transfer agent, 

29 registrar or other ~tleh agent is notice to the issuer with 

30 respect to the functions performed by the agent. 

31 Sec. 43. NEW SECTION. 554.8407 EXCHANGEABILITY OF 

32 SECURITIES. 

33 1. No issuer is subject to the requirements of this 

34 section unless it regularly maintains a system for issuing the 

35 class of securities involved under which both certificated and 
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1 uncertificated securities are regularly issued to the category 

2 of owners, which includes the person in whose name the new 

3 security is to be registered. 
4 2. Upon surrender of a certificated security with all 

5 necessary endorsements and presentation of a written request 

6 by the person surrendering the security, the issuer, if the 

7 issuer has no duty as to adverse claims or has discharged the 

8 duty (section 554.8403), shall issue to the person or a person 

9 designated by that person an equivalent uncertificated 

10 security subject to all liens, restrictions, and claims that 

11 were noted on the certificated security. 

12 3. Upon receipt of a transfer instruction originated by an 

13 appropriate person who so requests, the issuer of an 

14 uncertificated security shall cancel the uncertificated 

15 security and issue an equivalent certificated security on 

16 which must be noted conspicuously any liens and restrictions 

17 of the issuer and any adverse claims (as to which the issuer 

18 has a duty under section 554.8403, subsection 4) to which the 

19 uncertificated security was subject. The certificated 

20 security shall be registered in the name of and delivered to: 

21 a. the registered owner, if the uncertificated security 

22 was not subject to a registered pledge; or 

23 b. the registered pledgee, if the uncertificated security 

24 was subject to a registered pledge. 

25 Sec. 44. NEW SECTION. 554.8408 STATEMENTS OF 

26 UNCERTIFICATED SECURITIES. 

27 l. Within two business days after the transfer of an 

28 uncertificated security has been registered, the issuer shall 

29 send to the new registered owner and, if the security has been 

30 transferred subject to a registered pledge, to the registered 

31 pledgee a written statement containing: 

32 a. a description of the issue of which the uncertificated 

33 security is a part; 

34 b. the number of shares or units transferred; 

35 c. the name and address and any taxpayer identification 
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1 number of the new registered owner and, if the security has 

2 been transferred subject to a registered pledge, the name and 

3 address and any taxpayer identification number of the 

4 registered pledgee; 

5 d. a notation of any liens and restrictions of the issuer 

6 and any adverse claims (as to which the issuer has a duty 

7 under section 554.8403, subsection 4) to which the 

8 uncertificated security is or may be subject at the time of 

9 registration or a statement that there are none of those 

10 liens, restrictions, or adverse claims; and 

11 e. the date the transfer was registered. 

12 2. Within two business days after the pledge of an 

13 uncertificated security has been registered, the issuer shall 

14 send to the registered owner and the registered pledgee a 

15 written statement containing: 

16 a. a description of the issue of which the uncertificated 

17 security is a part; 

18 b. the number of shares or units pledged; 

19 c. the name and address and any taxpayer identification 

20 number of the registered owner and the registered pledgee; 

21 d. a notation of any liens and restrictions of the issuer 

22 and any adverse claims (as to which the issuer has a duty 

23 under section 554.8403, subsection 4) to which the 

24 uncertificated security is or may be subject at the time of 

25 registration or a statement that there are none of those 

26 liens, restrictions, or adverse claims; and 

27 e. the date the pledge was registered. 

28 3. Within two business days after the release from pledge 

29 of an uncertificated security has been registered, the issuer 

30 shall send to the registered owner and the pledgee whose 

31 interest was released a written statement containing: 

32 a. a description of the issue of which the uncertificated 

33 security is a part; 

34 b. the number of shares or units released from pledge; 

35 c. the name and address and any taxpayer identification 
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1 number of the registered owner and the pledgee whose interest 

2 was released: 

3 d. a notation of any liens and restrictions of the issuer 

4 and any adverse claims (as to which the issuer has a duty 

5 under section 554.8403, subsection 4) to which the 

6 uncertificated security is or may be subject at the time of 

7 registration or a statement that there are none of those 

8 liens, restrictions, or adverse claims: and 

9 e. the date the release was registered. 

10 4. An "initial transaction statement" is the statement 

11 sent to: 

12 a. the new registered owner and, if applicable, to the 

13 registered pledgee pursuant to subsection 1: 

14 b. the registered pledgee pursuant to subsection 2: or 

15 c. the registered owner pursuant to subsection 3. Each 

16 initial transaction statement shall be signed by or on behalf 

17 of the issuer and must be identified as "initial transaction 

18 statement". 

19 5. Within two business days after the transfer of an 

20 uncertificated security has been registered, the issuer shall 

21 send to the former registered owner and the former registered 

22 pledgee, if any, a written statement containing: 

23 a. a description of the issue of which the uncertificated 

24 security is a part: 

25 b. the number of shares or units transferred: 

26 c. the name and address and any taxpayer identification 

27 number of the former registered owner and of any former 

28 registered pledgee: and 

29 d. the date the transfer was registered. 

30 6. At periodic intervals no less frequent than annually 

31 and at any time upon the reasonable written request of the 

32 registered owner, the issuer shall send to the registered 

33 owner of each uncertificated security a dated written 

34 statement containing: 

35 a. a description of the issue of which the uncertificated 
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l security is a part; 

2 b. the name and address and any taxpayer identification 

3 number of the registered owner; 

4 c. the number of shares or units of the uncertificated 

5 security registered in the name of the registered owner on the 

6 date of the statement; 

7 d. the name and address and any taxpayer identification 

8 number of any registered pledgee and the number of shares or 

9 units subject to the pledge; and 

10 e. a notation of any liens and restrictions of the issuer 

ll and any adverse claims (as to which the issuer has a duty 

12 under section 554.8403, subsection 4) to which the 

13 uncertificated security is or may be subject or a statement 

14 that there are none of those liens, restrictions, or adverse 

15 claims. 

16 7. At periodic intervals no less frequent than annually 

17 and at any time upon the reasonable written request of the 

18 registered pledgee, the issuer shall send to the registered 

19 pledgee of each uncertificated security a dated written 

20 statement containing: 

21 a. a description of the issue of which the uncertificated 

22 security is a part; 

23 b. the name and address and any taxpayer identification 

24 number of the registered owner; 

25 c. the name and address and any taxpayer identification 

26 number of the registered pledgee; 

27 d. the number of shares or units subject to the pledge; 

28 and 

29 e. a notation of any liens and restrictions of the issuer 

30 and any adverse claims (as to which the issuer has a duty 

31 under section 554.8403, subsection 4) to which the 

32 uncertificated security is or may be subject or a statement 

33 that there are none of those liens, restrictions, or adverse 

34 claims. 

35 8. If the issuer sends the statements described in 
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1 subsections 6 and 7 at periodic intervals no less frequent 

2 than quarterly, the issuer is not obliged to send additional 

3 statements upon request unless the owner or pledgee requesting 

4 them pays to the issuer the reasonable cost of furnishing 

5 them. 
6 9. Each statement sent pursuant to this section must bear 

7 a conspicuous legend reading substantially as follows: "This 

8 statement is merely a record of the rights of the addressee as 

9 of the time of its issuance. Delivery of this statement, of 

10 itself, confers no rights on the recipient. This statement is 

11 neither a negotiable instrument nor a security." 

12 Sec. 45. Section 554.9103, subsection 3, paragraph a, Code 

13 1989, is amended to read as follows: 

14 a. This subsection applies to accounts (other than an 

15 account described in subsection 5 on minerals) and general 

16 intangibles (other than uncertificated securities) and to 

17 goods which are mobile and which are of a type normally used 

18 in more than one jurisdiction, such as motor vehicles, 

19 trailers, rolling stock, airplanes, shipping containers, road 

20 building and construction machinery and commercial harvesting 

21 machinery and the like, if the goods are equipment or are 

22 inventory leased or held for lease by the debtor to others, 

23 and are not covered by a certificate of title described in 

24 subsection 2. 

25 Sec. 46. Section 554.9103, Code 1989, is amended by adding 

26 the following new subsection: 

27 NEW SUBSECTION. 6. UNCERTIFICATED SECURITIES. The law 

28 (including the conflict of laws rules) of the jurisdiction of 

29 organization of the issuer governs the perfection and the 

30 effect of perfection or nonperfection of a security interest 

31 in uncertificated securities. 

32 Sec. 47. Section 554.9105, subsection 1, paragraph i, Code 

33 1989, is amended to read as follows: 

34 l. "Instrument" means a negotiable instrument (defined in 

35 section 554.3104), or a certificated security (defined in 
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1 section 554.8102) or any other writing which evidences a right 

2 to the payment of money and is not itself a security agreement 

. 3 or lease and is of a type which is in ordinary course of 

4 business transferred by delivery with any necessary 

5 endorsement or assignment; 

6 Sec. 48. Section 554.9203, subsection 1, Code 1989, is 

7 amended to read as follows: 

8 1. Subject to the provisions of section 554.4208 on the 

9 security interest of a collecting bank, section 554.8321 on 

10 security interests in securities and section 554.9113 on a 

11 security interest arising under the Article on Sales, a 

12 security interest is not enforceable against the debtor or 

13 third parties with respect to the collateral and does not 

14 attach unless: 

15 a. the collateral is in the possession of the secured 

16 party pursuant to agreement, or the debtor has signed a 

17 security agreement which contains a description of the 

18 collateral and in addition, when the security interest covers 

19 crops growing or to be grown or timber to be cut, a 

20 description of the land concerned; end 

21 b. value has been given; and 

22 c. the debtor has rights in the collateral. 

23 Sec. 49. Section 554.9302, subsection 1, paragraph f, Code 

24 1989, is amended to read as follows: 

25 f. a security interest of a collecting nank (section 

26 554.4208) or in securities (section 554.8321) or arising under 

27 the Article on Sales (see section 554.9113) or covered in 

28 subsection 3 of this section; 

29 Sec. 50. Section 554.9304, subsections 1, 4, and 5, Code 

30 1989, are amended to read as follows: 

31 1. A security interest in chattel paper or negotiable 

32 documents may be perfected by filing. A security interest in 

33 money or instruments (other than certificated securities or 

34 instruments which constitute part of chattel paper) can be 

35 perfected only by the secured party's taking possession, 
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1 except as provided in subsections 4 and 5 of this section and 

2 section 554.9306, subsections 2 and 3, on proceeds. 

3 4. A security interest in instruments {other than 

4 certificated securities) or negotiable documents is perfected 

5 without filing or the taking of possession for a period of 

6 twenty-one days from the time it attaches to the extent that 

7 it arises for new value given under a written security 

8 agreement. 

9 5. A security interest remains perfected for a period of 

10 twenty-one days without filing where a secured party having a 

11 perfected security interest in an instrument (other than 

12 certificated securities), a negotiable document or goods in 

13 possession of a bailee other than one who has issued a 

14 negotiable document therefor 

15 a. makes available to the debtor the goods or documents 

16 representing the goods for the purpose of ultimate sale or 

17 exchange or for the purpose of loading, unloading, storing, 

18 shipping, transshipping, manufacturing, processing or 

19 otherwise dealing with them in a manner preliminary to their 

20 sale or exchange, but priority between conflicting security 

21 interests in the goods is subject to section 554.9312, 

22 subsection 3; or 

23 b. delivers the instrument to the debtor for the purpose 

24 of ultimate sale or exchange or of presentation, collection, 

25 renewal~ or registration of transfer. 

26 Sec. 51. Section 554.9305, Code 1989, is amended to read 

27 as follows: 

28 554.9305 WHEN POSSESSION BY SECURED PARTY PERFECTS 

29 SECURITY INTEREST WITHOUT·FILING. 

30 A security interest in letters of credit and advices of 

31 credit (subsection 2 "a" of section 554.5116), goods, 

32 instruments (other than certificated securities), money, 

33 negotiable documents or chattel paper may be perfected by the 

34 secured party's taking possession of the collateral. If such 

35 collateral other than goods covered by a negotiable document 
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1 is held by a bailee, the secured party is deemed to have 

2 possession from the time the bailee receives notification of 

3 the secured party's interest. A security interest is 

4 perfected by possession from the time possession is taken 

5 without relation back and continues only so long as possession 

6 is retained, unless otherwise specified in this Article. The 

7 security interest may be otherwise perfected as provided in 

8 this Article before or after the period of possession by the 

9 secured party. 

10 Sec. 52. Section 554.9309, Code 1989, is amended to read 

11 as follows: 

12 554.9309 PROTECTION OF PURCHASERS OF INSTRUMENTS AND 

13 DOCUMENTS AND SECURITIES. 

14 Nothing in this Article limits the rights of a holder in 

15 due course of a negotiable instrument (section 554.3302) or a 

16 holder to whom a negotiable document of title has been duly 

17 negotiated (section 554.7501) or a bona fide purchaser of a 

18 security (section 554.838i 554.8302) and such holders or 

19 purchasers take priority over an earlier security interest 

20 even though perfected. Filing under this Article does not 

21 constitute notice of the security interest to such holders or 

22 purchasers. 

23 Sec. 53. Section 554.9312, subsection 7, Code 1989, is 

24 amended to read as follows: 

25 7. If future advances are made while a security interest 

26 is perfected by filingL o~ the taking of possession, or under 

27 section 554.8321 on securities, the security interest has the 

28 same priority for the purposes of subsection 5 with respect to 

29 the future advances as it does with respect to the first 

30 advance. If a commitment is made before or while the security 

31 interest is so perfected, the security interest has the same 

32 priority with respect to advances made pursuant thereto. In 

33 other cases a perfected security interest has priority from 

34 the date the advance is made. 

35 Sec. 54. Section 554.1201, subsections 5, 14, and 20, Code 
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1 1989, are amended to read as follows: 

2 5. "Bearer" means the person in possession of an 

3 instrument, document of title, or certificated security 

4 payable to bearer or endorsed in blank. 

5 14. "Delivery" with respect to instruments, documents of 

6 title, chattel--paper.!. or certificated securities means 

7 voluntary transfer of possession. 

8 20. "Holder" means a person who is in possession of a 

9 document of title or an instrument or an a certificated 

10 investment security drawn, issued.!. or endorsed to that person 

11 or to that person's order or to bearer or in blank. 

12 Sec. 55. Section 554.5114, subsection 2, Code 1989, is 

13 amended to read as follows: 

14 2. Unless otherwise agreed when documents appear on their 

15 face to comply with the terms of a credit but a required 

16 document does not in fact conform to the warranties made on 

17 negotiation or transfer of a document of title (section 

18 554.7507) or of a certificated security (section 554.8306) or 

19 is forged or fraudulent or there is fraud in the transaction: 

20 a. the issuer must honor the draft or demand for payment 

21 if honor is demanded by a negotiating bank ef or other holder 

22 of the draft or demand which has taken the draft or demand 

23 under the credit and under circumstances which would make it a 

24 holder in due course (section 554.3302) and in an .appropriate 

25 case would make it a person to whom a document of title has 

26 been duly negotiated (section 554.7502) or a bona fide 

27 purchaser of a certificated security (section 554.8302); and 

28 b. in all other cases as against its customer, an issuer 

29 acting in good faith may honor the draft or demand for payment 

30 despite notification from the customer of fraud, forgery or 

31 other defect not apparent on the face of the documents but a 

32 court of appropriate jurisdiction may enjoin such honor. 

33 EXPLANATION 

34 This bill adopts amendments to Article 8, the uniform 

35 commercial code - investment securities chapter, recommended 
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1 by the national conference of commissioners on uniform state 

2 laws in 1977. The scope of the title is broadened by the 

3 amendments to include both securities which are "reified", 

4 i.e., represented by certificates or other instruments, and 

5 those which are not. Reified securities are termed 

6 "certificated securities" and constitute the entire subject 

7 matter of Article 8 as currently in the Code. The latter 

8 group are termed "uncertificated securities" and are not now 

9 expressly covered by the uniform commercial code. The revised 

10 Article 8 governs the relationships, rights, and duties of the 

11 issuers of and the parties that deal with both certificated 

12 and uncertificated securities to the same extent that present 

13 Article 8 governs such relationships, rights, and duties with 

14 respect to certificated securities alone. 

15 The Article does not purport to determine whether a 

16 particular issue of securities should be represented by 

17 certificates, in whole or in part. It is contemplated by the 

18 commissioners who drafted the revisions to Article 8 that the 

19 determination of form will be made by the issuer under 

20 appropriate state Blue Sky Laws or federal law. It is further 

21 contemplated that a particular issue of securities may be 

22 partly certificated and partly uncertificated, in which event 

23 the determination will be at the option of the owner to the 

24 extent that the issuer permits. 

25 The basic form of the Article has not been disturbed. Only 

26 four new sections are included: 554.8108~ 554.8321~ 554.8407~ 

27 and 554.8408. 

28 Conforming amendments are also made to Articles l, 5, and 

29 9. 

30 

31 

32 

33 

34 

35 
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l An Act relating to Article 8 of the Uniform Commercial Code, by 

2 including both certificated and uncertificated securities 
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l Section 1. Section 554.8102, Code 1989, is amended to read 

2 as follows: 

3 554.8102 DEFINITIONS AND INDEX OF DEFINITIONS. 

4 l . In this ArticleL unless the context otherwise requires 

5 a.--A-llseetl~~tyu-is-an-inst~tlment-w~~e~ 

6 

7 

i.--is-isstled-in-bea~e~-o~-reg~ste~ed-~orm;-and 

i~.--~s-of-a-ty~e-eommon%y-dea%t-in-tl~on-seetltities 

8 exe~anges-o~-ma~kets-o~-eommon%y-reeognized-in-any-area-~n 

9 w~ie~-it-~s-~sstled-o~-dea%t-~n-as-a-meditlm-fo~-~n~estment;-and 

10 iii.--is-e~t~er-one-of-a-e%ass-or-ser~es-or-by-its-terms-~s 

11 divisibie-into-a-eiass-or-ser~es-o~-instrtlments;-and 

12 iv.--evidenees-a-s~are,-~artie~~at~on-o~-ot~er-interest-in 

13 ~ro~erty-or-in-an-entet?tise-o~-ev~denees-an-ob%~gation-o~-t~e 

14 isstler. 

15 a. A ''certified security" is a share, participation, or 

16 other interest in property of or an enterprise of the issuer 

17 or an obligation of the issuer which is 

18 i. represented by an instrument issued in bearer or 

19 registered form; 

20 ii. of a type commonly dealt in on securities exchanges or 

21 markets or co~~only recognized in any area in which it is 

22 issued or dealt in as a medium for investment; and 

23 iii. either one of a class or series or by its terms 

24 divisible into a class or series of shares, participations, 

25 interests, or obligations. 

26 b. An "uncertificated security'' is a share, Participation, 

27 or other interest in property or an enterprise of the issuer 

28 or an obligation of the issuer which is 

29 -· not rePresented by an instrument and the transfer of 

30 which is registered upon books maintained for that ourpose by 

31 or on behalf of the issuer; 

32 ii. of a type commonly dealt in on securities exchanges or 

33 markets; and 

34 iii. either one of a class or series or bv its terms 

35 divisible into a class or series of shares, participations, 
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1 interests, or obligations. 

2 ~~ c. A "security" is either a certificated or an 

3 uncertificated security. If a security is certificated, the 

4 terms "security" and "certified security" may mean either the 

5 intangible interest, the instrument representing that 

6 interest, or both, as the context requires. 

7 that is a certificated security is governed 

A writing wh~en 

by this Article 

8 and not by ani£o~m-eommereia%-eoae----eomme~eia%-paper Article 

9 3 even though it also meets the requirements of that Article. 

10 This Article does not apply to money. If a certificated 

ll security has been retained by or surrendered to the issuer or 

12 its transfer agent for reasons other than registration of 

13 transfer, other temporary purpose, payment, exchange, or 

14 acquisition by the issuer, that security shall be treated as 

15 an uncertificated security for purposes of this Article. 

16 e d. A certificated security is in "registered form" when 

17 if: 

18 i. it specifies a person entitled to the sec~rity or to 

19 the rights it eviaenees reoresents, and when 
20 ii. its transfer may be registered upon books maintained 

21 for that purpose by or on behalf of an the issuer, or the 

22 security so states. 

23 a e. A certificated security is in ''bearer form" when i~ 

24 it runs to bearer according to its terms and not by reason of 

25 any endorsement. 

26 2. A "subsequent purchaser" is a person who takes other 

27 than by original issue. 

28 3. A "clearing corporation'' is a corporation registered as 

29 a ''clearing agency" as under federal securities laws or a 

30 corporation: 

31 a. At least ninety percent of ~he whose capital stock o£ 

32 wnien is held by or for one or more persons 7 -otner-tnan 

33 ~neiviaaats, and oraanizations, none of which, other than a 

34 national securities exchange or association, ~olds in excess 

35 of twenty percent of the capital stock of the corporation, 
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l each of w~om which is 

2 1. i~ subject to supervision or regulation pursuant to the 

3 provisions of federal or state banking laws or state insurance 

4 laws, or 

5 11. i~ a broker or dealer or investment company registered 

6 under the Seear±t±e~-Exe~a"ge-Aet-of-~934-t48-Stat.-88~~-~5 

7 e.s.e.-~ea-et-~eq.t-or-the-fnvestment-€ompa"y-Aet-of-~948-t54 

8 Stat.--~89~-~5-e.s.e.-eea-~-et-~eq•t federal securities laws, 

9 or 

10 iii. ±~ a national securities exchange or association 

11 registered under a-~tatate-of-the-Bn±ted-States-saeh-a~-t~e 

12 Seear±t~e~-Exe~a"ge-Aet-of-~934 the federal securities laws, 

13 and "o"e-of-w~om,-ot~er-than-a-nationa:-seear±t±es-exenange-or 

14 a~soeiat±on,-hoids-in-exee~s-of-twenty-peree"t-of-the-eapital 

15 stoe~-of-saeh-eorporat±o"~-a"d 

16 b. Any remaining capital stock of which is held by 

17 individuals who have purchased saeh-eapita:-stoe~ it at or 

18 prior to the time of their taking office as directors of saen 

19 the corporation and who have purchased only so much of such 

20 capital stock as may-~e is necessary to permit them to qualify 

21 as ~aeh directors. 

22 4. A ''custodian bank'' is a"y a bank or trust company wn±eh 

23 that is supervised and examined by state or federal authority 

24 having supervision over banks and wn±eh is acting as custodian 

25 for a clearing corporation. 

26 5. Other definitions applying to this Article or to 

27 specified Parts thereof and the sections in which they appear 

28 are: 

29 

30 

31 

32 

''Adverse claim''. 

"3ona fide purchaser''. 

''Broker''. 

''~ebtor''. 

Section 554.638± 554.8302. 

Section 554.8302. 

Section 554.8303. 

Section 554.9105. 

33 ''Financial Intermediary". Section 554.8313. 

34 ''Guarantee of the 

35 signature''. Section 554.8402. 
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l ''Initial transaction 

2 statement". 

3 "Instruction". 
4 "Intermediary bank'', 

5 "Issuer". 

6 "Overissue''. 

7 "Secured party". 

8 "Security agreement". 

9 6. In addition Article 

10 principles of construction 

ll throughout this Article. 

S.F. H.F. 

section 554.8408. 

Section 554.8308. 

section 554.4105. 

Section 554.8201. 

section 554.8104. 

section 554.9105. 

section 554.9105. 

1 contains general definitions and 

and interpretation applicable 

12 Sec. 2. Section 554.8103, Code 1989, is amended to read as 

13 follows: 

14 554.8103 ISSUER'S LIEN. 

15 A lien upon a security in favor of an issuer thereof is 

16 valid against a purchaser only if~ 

17 a. the security is certificated and the right of the 

18 issuer to snen the lien is noted conspicuously on-tne-seen~~ty 

19 thereon; or 

20 b. the secur!ty is uncertificated and a notation of the 

21 right of the issuer to the lien is contained in the initial 

22 transaction statement sent to the purchaser or, if the 

23 ourchaser's interest ~s transferred to the purchaser other 

than by registration of transfer, pledge, or release, ~he 

initial transaction statement sent to the registered owner or 

the registered pledgee. 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

Sec. 3. Section 554.8104, Code 1989, is amended to read as 

fol.:.ows: 

554.8104 EFFECT OF OVERISSUE-- "OVERISSUE." 

The provisions of this Article which validate a 

security or compel its issue or reissue do not apply to the 

extent that validation, issue or reissue would result in 

overissue; but if: 

a. if an identical security which does not consti~ute an 

overissue is reasonably available for purchase, the person 
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l entitled to ~ssue or validation may compel the issuer to 

2 purchase a"d-de~~~e~-~tte"-a the security ~e for that person 

3 and either to deliver a certificated security or to register 

4 the transfer of an uncertificated security to that person 

5 against surrender of ~"e any certificated security,-~f-a"Y• 

6 wh~eh that person holds; or 

7 b. ~f a security is not so available for purchase, the 

8 person entitled to issue or validation may recover from the 

9 issuer the price that person or the last purchaser for value 

10 paid for it with interest from the date of that person's 

11 demand. 

12 2. ''Overissue" means the issue of securities in excess of 

13 the amount 

14 Sec. 4. 

15 follows: 

wh±eh the issuer has corporate power to issue. 

Section 554.8105, Code 1989, is amended to read as 

16 554.8105 CERTIFICATED SECURITIES NEGOTIABLE -- STATEMENTS 

17 AND INSTRUCTIONS NOT NEGOTIABLE -- PRESUMPTIONS. 

18 1. Seettritie~ Certificated securities governed by this 

19 Article are negotiable instruments. 

20 2. Statements (section 554.8408), notices, or the like, 

21 sent by the issuer of uncertificated securities and 

22 instructions (section 554.8308) are neither negotiable 

23 instruments nor certificated securities. 

24 i 3. In any action on a security: 

25 a. unless specifically denied in the pleadings, each 

26 signature on the a certificated security er, ~n a necessary 

27 endorsement, on an initial transaction statement, or on an 

28 instruction, is admitted; 

29 b. when if the effectiveness of a signature is put in 

30 issue, the burden of establishing it is on the party claiming 

31 under the signature~ but the signature is presumed to be 

32 genuine or authorized; 

33 c. when if signatures on a certif:cated security are 

34 admitted or established~ production of the ~"~~~tt~ent securi~y 

35 entitles a holder to recover on it unless the defendant 
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1 establishes a defense or a defect going to the validity of the 
2 security; a"d 

3 d. if signatures on an initial transaction statement are 

4 admitted or established, the facts stated in the statement are 

5 presumed to be true as of the time of its issuance; and 

6 d e. after it is shown that a defense or defect existsL 

7 the plaintiff has the burden of establishing that the 

8 plaintiff or some person under whom the plaintiff claims is a 

9 person against whom the defense or defect is ineffective 
10 (section 554.8202). 

11 Sec. 5. Section 554.8106, Code 1989, is amended to read as 
12 follows: 

13 554.8106 APPLICABILITY. 

14 

15 

16 

17 

18 

19 

20 

21 

The law (including the conflict of laws rules) of the 

jurisdiction of organization of the :ssuer governs 

~he the validity of a security, the effectiveness of 

registration by the issuer, and the rights and duties of the 

issuer with respect to: 

a. registration of transfer of a certificated security; 

a~e-9ove~"ed-by-~he-taw-t~"etadi"9-~he-eo"E~ie~-of-taw~-~~te~t 

of-~he-jn~i~die~ion-of-o~ga"i~a~ion-of-~he-i~~ne~. 

22 b. registration of transfer, pledge, or release of an 

23 uncertificated security; and 

24 c. sending of statements of uncertificated securities. 

25 Sec. 6. Section 554.8107, Code 1989, is amended to read as 
26 follows: 

27 554.8107 SECURITIES BEbiVERABbE TRANSFERABLE -- ACTION FOR 
28 PRICE. 

29 l. Unless otherwise agreed and subject to any applicable 

30 law or regulation respecting short sales, a person obligated 

31 to detive~ transfer securities may detive~ transfer any 

32 certificated security of the specified issue ir. bearer form or 

33 registered in the name of the transfereeL or endorsed to che 

34 t"ansfereeL or in b:ank, or the transferor may transfer an 

35 equivalent uncertificated securltV to the transferee or a 
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l person designated by the transferee. 

2 2. When If the buyer fails to pay the price as it comes 

3 due under a contract of saleL the seller may recover the price 

4 of: 

5 a. e~ certificated securities accepted by the buyer; ana 
6 b. uncertificated securities that have been transferred to 

7 the buyer or a person designated by the buyer; and 

8 ~ c. e£ other securities if efforts at their resale wou~d 

9 be unduly burdensome or if there is no readily available 

10 market for their resale. 

ll Sec. 7. NEW SECTION. 554.8108 REGISTRATION OF PLEDGE AND 

12 RELEASE OF UNCERTIFICATED SECURITIES. 

13 A security interest in an uncertificated security may be 

14 evidenced by the registration of pledge to the secured party 

15 or a person designated by the secured party. There can be no 

16 more than one registered pledge of an uncertificated security 

17 at any time. The registered owner of an uncertificated 

18 security is the person in whose name the security is 

19 registered, even if the security is subject to a registered 

20 pledge. The rights of a registered pledgee of an 

21 uncertificated security under this Article are terminated by 

22 the registration of release. 

23 Sec. 8. Section 554.8201, Code 1989, is amended to read as 

24 follows: 

25 554.8201 ''ISSUER.'' 

26 1. With respect to obligations on or defenses to a 

27 security "issuer" includes a person who: 

28 a. places or authorizes the placing of that person's name 

29 on a certificated security (otherwise than as authenticating 

30 trustee, registrar, transfer agentL or the like) to evidence 

31 that it represents a share, participationL or other interest 

32 in that person's property or in an enterprise or to evidence 

33 that person's duty to perform an obligation e•~eeneee 

34 reoreser.ted by the certi:icated security; e~ 

35 b. creates shares, oarticipations or other interests in 
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l the person's property or in an enterprise or undertakes 

2 obligations, which shares, participations, interests, or 

3 obligations are uncertificated securities; 

4 b c. directly or indirectly creates fractional interests 

5 in that person's rights or propertyL which fractional 

6 interests are ev±de~eed represented by certificated 

7 securities; or 

8 e d. becomes responsible for or in place of any other 

9 person described as an issuer in this section. 

10 2. With respect to obligations on or defenses to a 

11 securityL a guarantor is an issuer to the extent of the 

12 guarantor's guaranty, whether or not the guarantor's 

13 obligation is noted on e~e a certificated security or on 

14 statements of uncertificated securities sent pursuant to 

15 section 554.8408. 

16 3. With respect to registration of transfer, pledge, or 

17 release (Part 4 of this Article)L "issuer" means a person on 

18 whose behalf transfer books are maintained. 

19 Sec. 9. Section 554.8202, Code 1989, is amended to read as 

20 follows: 

21 554.8202 ISSUER'S RESPONSIBILITY AND DEFENSES -- NOTICE OF 

22 DEFECT OR DEFENSE. 

23 1. Even against a purchaser for value and without notice, 

24 the terms of a security include~ 

25 a. if the security is certificated, those stated on the 

26 securityl 

27 b. if the security is uncertificated, those contained in 

28 the initial transaction statement sent to such purchaser, or 

29 if the purchaser's interest is transferred to the purchaser 

30 other than by registration of transfer, oledge, or release, 

31 the initial transaction statement sent to the recistered owner 

32 or registered oledgee; and 

33 c. those made part of the security by reference, on the 

34 certificated security or in the initial transaction statement, 

35 to another instrument, indentureL or document or to a 
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1 constitution, statute, ordinance, rule, regulation, order or 

2 the likeL to the extent that the terms ~o referred to do not 

3 conflict with the ~teted terms stated on the certificated 

4 security or contained in the initial statement. Sae"-e A 

5 reference under this paragraph does not of itself charge a 

6 purchaser 

7 validity 

8 security 

9 it admits 

for value with notice of a defect going to the 

of the security, even though the certificated 

or statement expressly states that a person accepting 

~aeh notice. 

10 2. a~ A certificated security in the hands of a purchaser 

!1 for value or an uncertificated security as to which an i~itial 

12 transaction statement has been sent to a purchaser for value, 

13 other than one a security issued by a government or 

14 governmental agency or unitL even though issued with a defect 

15 going to its validityL is valid in-t"e-hand~-o~-a with respect 

16 to the purchaser £o~-~atae-and if the purchaser is without 

17 notice of the particular de:ect unless the defect involves a 

18 violation of constitutional provisionsL in which case the 

19 security is valid in-t"e-hands-o£ with resoect to a subsequent 

20 purchaser for value and without notice of the defect. 

21 b.--~he-~~te-o£-s~b~a~ag~ap"-uau This subsection applies to 

22 an issuer whieh that is a government or governmental agency or 

23 unit only if either there has been substantial compliance with 

24 the legal requirements governing the issue or the issuer has 

25 received a substantial consideration for the issue as a whole 

26 or for the particular security and a stated purpose of the 

27 issue is one for which the issuer has power to borrow money or 

28 issue the security. 

29 3. Except as othe~wise provided in the case of certain 

30 unauthorized signatures on-iss~e (section 554.8205), lack of 

31 genuineness of a certificated security or an initial 

32 transaction statement is a complete defense, even against a 

33 purchaser for value and without notice. 

34 4. All other defenses of :he issuer of a cert1:icated or 

35 uncert1ficated security, including nondelivery and conditional 
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l delivery of tne a certificated security~ are ineffective 

2 against a purchaser for value who has taken without notice of 

3 the particular defense. 

4 5. Nothing in this section shall be construed to affect 

5 the right of a party to a "when, as and if issued" or a "when 

6 distributed" contract to cancel the contract in the event of a 

7 material change in the character of the security wnfen that ls 

8 the subject of the contract or in the plan or arrangement 

9 pursuant to which ~aeh the security is to be issued or 

10 distributed. 

11 Sec. 10. Section 554.8203, Code 1989, lS amended to read 

12 as follows: 

13 554.8203 STALENESS AS NOTICE OF DEFECTS OR DEFENSES. 

14 1. After an act or event wnieh-e~eate~ creating a right to 

15 i~~ediate performance of the principal obligation eviae~eea 

16 represented by the a certificated security or whieh that sets 

17 a date on or after which the security is to be presented or 

18 surrendered for redemption or exchange, a purchaser is charged 

19 with notice of any defect in its issue or defense of the 

20 issuer if: 

21 a. it the act or event is one requiring the payment of 

22 money e~, the delivery of certificated securities, the 

23 registration of transfer of uncertificaced securities, or beth 

24 anv of these on presentation or surrender of the certificated 

25 security a~d-~aen, the funds or securities are available on 

26 the date set for payment or exchange~ and the purchaser takes 

27 the security more than one year after that date; and 

28 b. it the act or event is not covered by paragraph "a'' and 

29 the purchaser takes the security more than two years after the 

30 date se: for surrender or presentation or the date on which 

31 ~aeh performance became due. 

32 2. A call wh±eh that has been revoked is not within 

33 subsection 1. 

a 34 Sec. ll. 

''W 35 as follows: 

Section 554.8204, Code 1989, is amended to read 
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l 554.8204 EFFECT OF ISSUER'S RESTRICTIONS ON TRANSFER. 

2 BMi~~~-Mot~d-co"~p±e~e~~iy-eM-t~e-~ee~rity-a A restriction 

3 on transfer of a security imposed by the issuer~ even though 

4 otherwise lawful~ is ineffective exe~pt against a ~ person 

5 w±t~ without actual knowledge of it. unless: 

6 a. the security is certificated and the restriction is 

7 noted conspicuously thereon; or 

8 b. the security is uncertificated and a notation of the 

9 restriction is contained in the initial transaction statement 

10 sent to the person or, if the person's interest is transferred 

ll to the person other than by registration of transfer, pledge, 

12 or release, the initial transaction statement sent to the 

13 registered owner or the registered pledgee. 

14 Sec. 12. Section 554.8205, Code 1989, is amended to read 

15 as follows: 

16 554.8205 EFFECT OF UNAUTHORIZED SIGNATURE ON ~SSBE 

17 CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT. 

18 An unauthorized signature placed on a certificated sec~rity 

19 prior to or in the course of issue or placed on an initial 

20 transaction statement is ineffectiveL ~xe~pt-t"at but the 

21 signature is effective in favor of a purchaser for value aMd 

22 of the certificated security or a purchaser for value of an 

23 uncertificated securitv to whom such initial transaction 

24 statement has been sent, if the purchaser is without notice of 

25 the lack of authority and if the signing has been done by~ 

26 a. an authenticating trustee, registrar, transfer agent or 

27 other person entrusted by the issuer with the signing of the 

28 security erL of similar securities, or of initial transactions 

29 statements or t"~±r the immediate preparation for signing of 

30 anv of them; or 

31 b. an employee of the issuer, or of any of the foregoing~ 

32 entrusted with responsible handling of the security or initial 

33 transaction statement. 

34 Sec. ~3. Section 554.8206, Code 1989, is amended to read 

35 as follows: 
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554.8206 COMPLETION OR ALTERATION OF iNS~R8MEN~ 

CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT. 

1. Whe~e !fa certificated security contains the 

signatures necessary to its issue or transfer but is 

incomplete in any other respect~ 

6 a. any person may complete it by filling in the blanks as 

7 authorized; and 

8 b. even though the blanks are incorrectly filled in, the 

9 security as completed is enforceable by a purchaser who took 

10 it for value and without notice of ~~eh the incorrectness. 

11 2. A complete certificated security whieh that has been 

12 improperly altered~ even though fraudulentlyL remains 

13 enforceable~ but only according to its original terms. 

14 3. If an initial transaction statement contains the 

15 signatures necessary to its validity, but is incomplete in any 

16 other respect: 

17 a. any person may complete it by filling in the blanks as 

18 authorized; and 

19 b. even though the blanks are incorrectly filled in, the 

20 statement as completed is effective in favor of the person to 

21 whom it is sent if the person purchased the security referred 

22 to therein for value and without notice of the incorrectness. 

23 4. A complete initial transaction statement that has been 

24 improoerlv altered, even though fraudulently, is effective :n 

25 favor of a purchaser to whom it has been sent, but only 

26 according to its original terms. 

27 Sec. 14. Section 554.8207, Code 1989, is amended to read 

28 as follows: 

29 554.8207 RIGH~S OF ISSvER WITH RESPECT TO REGISTERED 

30 OWNERS. 

31 

32 

33 

34 

35 

1. Prior to due presentment for registration of transfer 

of a certificated security in registered form~ the issuer or 

indenture trustee may treat the registered owner as the person 

exclusively entitled to vote, to receive notiEicationsL and 

otherwise to exercise all the rights and powers of an owner. 
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l 2. Subject to the provisions of subsections 3, 4, and 6, 

2 the issuer or indenture trustee may treat the registered owner 

3 of an uncertificated security as the person exclusively 

4 entitled to vote, to receive notifications, and otherwise to 

5 exercise all the rights and powers of an owner. 

6 3. The registered owner of an uncertificated security that 

7 is subject to a registered pledge is not entitled to 

8 registration of transfer prior to the due presentment to the 

9 issuer of a release instruction. The exercise of conversion 

10 rights with respect to a convertible uncertificated security 

ll is a transfer within the meaning of this section. 

12 4. Upon due presentment of a transfer instruction from the 

13 registered pledgee of an uncertificated security, the issuer 

14 shall: 

15 a. register the transfer of the security to the new owner 

16 free of pledge, if the instruction specifies a new owner {who 

17 may be the registered pledgee) and does not soecify a pledgee; 

18 b. register the transfer of the security to the new owner 

19 subject to the interest of the existing pledgee, if the 

20 instruction specifies a new owner and the existing oledgee; or 

21 c. register the release of the security from the existing 

22 pledge and register the oledge of the security to the other 

23 pledgee, if the instruction specifies the existing owner and 

24 another pledgee. 

25 5. Continuity of perfection of a security interest is not 

26 broken by registration of transfer under subsection {4){b) or 

27 by registration of release and pledge under subsection {4){c), 

28 if the security interest is assigned. 

29 6. If an uncertificated security is subject to a 

30 registered pledge: 

31 a. any uncertificated securities issued in exchange for or 

32 distributed with respect to the pledged security shall be 

33 registered subject to the pledge; 

34 b. any certificated securities issued in exchange :or or 

35 distributed with respect to the oledged securitv shall be 
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l delivered to the registered pledgee; and 

2 c. any money paid in exchange for or in redemption of part 

3 or all of the security shall be paid to the registered 

4 pledgee. 

5 % 7. Nothing in this Article shall be construed to affect 

6 the liability of the registered owner of a security for calls, 

7 assessmentsL or the like. 

8 Sec. 15. Section 554.8208, Code 1989, is amended to read 

9 as follows: 

10 554.8208 EFFECT OF SIGNATURE OF AUTHENTICATING TRUSTEE, 

ll REGISTRAR OR TRANSFER AGENT. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

1. A person placing that person's signature upon a 

certificated security or an initial transaction statement as 

authenticating trustee, registrar, transfer agentL or the 

like, warrants to a purchaser for value of the certificated 

security or a purchaser for value of an uncertificated 

security to whom the initial transaction statement has beer. 

sent, if the purchaser is without notice of the particular 

defect, that: 
- -

a. the certificated security or initial transaction 

statement is genuine; and 

b. that person's own participation in the issue or 

registration of transfer, pledge, or release of t~e security 

is within that person's capacity and within the scope of the 

a~~~o~~~a~ion authority received by that person from the 

issuer; and 

27 c. that person has reasonable grounds to believe that the 

28 security is in the form and withir. the amount the issuer is 

29 authorized to issue. 

30 2. Unless otherwise agreed, a person by so placing that 

31 person's signature does not assume responsibility for the 

32 validity of the security in other respects. 

33 Sec. 16. Section 554.8301, Code 1989, is amended to read 

34 as follows: 

35 554.8301 RIGHTS ACQUIRED BY ?URCHASER ---UA9WERSE-€bA!Mu __ 
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l --~i~bE-AEeHfRE9-B¥-B9NA-FfBE-PHREHASER. 

2 1. Upon e@;~ve~y transfer of a security to a purchaser 

3 (section 554.8313), the purchaser acquires the rights in the 

4 security which the purchaser's transferor had or had actual 

5 authority to convey except-that-a-parcha~er-who-ha~-per~onaiiy 

6 ~een-a-party-to-any-fraae-or-~iiegai~ty-affecting-the-~eear~ty 

7 or-who-a~-a-pr~or-hoieer-hae-notice-of-an-eever~e-ciaim-eennot 

8 improv@-that-parcha~eri~-po~~t~on-~y-ta~~ng-from-a-;at@r-~one 

9 f~ee-parehe~er7--uAever~e-c;a~mu-~ne;ae@~-e-e;aim-thet-a 

10 tren~fer-wa~-or-wo:±e-be-wrongfa±-or-thet-a-part~eaier-aever~e 

ll person-±~-the-owner-of-or-hes-an-interest-in-the-~eearity 

12 unless the purchaser's rights are limited by section 554.8302, 

13 subsection 4. 

14 %7--A-bona-f~ee-parche~er-in-aeeition-to-aeqairin~-the 

15 rights-of-a-parcheser-a;~o-aeqaire~-the-~eearity-free-ef-eny 

16 adver~e-eiaim7 

17 3 2. A parche~er transferee of a limited interest acqulres 

18 rights only to the extent of the interest parehaeed 

19 transferred. The creation or release of a security interest 

20 in a security is the transfer of a limited interest in that 

21 security. 

22 Sec. 17. Sec:ion 554.8302, Code 1989, is amended to read 

23 as follows: 

24 554.8302 "BONA FIDE PURCHASER" -- "ADVERSE CLAIM'" -- TITLE 

25 ACQUIRED BY BONA FIDE PURCHASER. 

26 ' i. A "bona fide purchaser" is a purchaser for value in 

27 good faith and without notice of any adverse claim~ 

28 a. who takes delivery of a certificated security in bearer 

29 form or of-one in registered form~ issued to-that-pttrcha~er or 

30 endorsed to that purchaser or in blank7 ~ 

31 b. to whom the transfer, pledge, or release of an 

32 uncertificated security is reoistered on the books of the 

33 issuer; or 

34 c. to whom a security is transferred under the orovisions 

35 of paragraoh (c), (d)(i), or (g) of section 554.8313, 
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1 subsection 1. 

2 2. ''Adverse clAim'' includes a claim that a transfer was or 

3 would be wrongful or that a particular adverse person is the 

4 owner of or has an interest in the security. 

5 ~3~---~A~b~o~n~a~f~i~d~e~~p~u~r~c~h~a~s~e~r~~i~n~a~d~d~l~·~t~i~o~n~t~o~a~c~q~u~i~r~i~~~-g~~t~h;e 
6 rights of a purchaser (section 554.8301) also acquires 

7 interest in the security free of any adverse claim. 

8 4. Notwithstanding section 554.8301, subsection 1, the 

9 transferee of a particular certificated security who has been 

10 a party to any fraud or illegality affecting the security, or 

:1 who as a orior holder of that certificated security had notice 

12 of an adverse claim, cannot improve the transferee's position 

13 by taking from a bona fide purchaser. 

14 Sec. 18. Section 554.8303, Code 1989, is amended to read 

15 as follows: 

16 

17 

18 

19 

20 

21 

22 

554.8303 "BROKER.'' 

"Broker" means a person engaged for all or part of the 

person's time in the business of buying and selling 

securities, who in the transaction concerned acts for, e~ buys 

a security fromL or sells a security toL a customer. Nothing 

in this Article determines the capacity in which a person acts 

for purposes of any other statute or rule to which ~~e~ the 

23 person is subject. 

24 Sec. 19. Section 554.8304, Code 1989, is amended to read 

25 as follows: 

26 554.8304 NOTICE TO PURCHASER OF ADVERSE CLAIMS. 

27 ~. A purchaser (including a broker for the seller or buyer 

28 but excluding an intermediary bank) of a certificated security 

29 is charged with notice of adverse claims if: 

30 a. the securityL whether in bearer or registered form, has 

31 been endorsed ''for collection" or "for surrender'' or for some 

32 other purpose not involving transfer; or 

33 b. the security is in bearer form and has on it an 

3~ unambig~ous statement that it is the property of a person 

35 other than the transferor. The mere writing of a name on a 
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1 security is not such a statement. 

2 =2~.--~A~p~u~r=c~h=a~s~e~r~·~c~i~n=c~l~u~d~i~n~g~~a~b~r~o~k~e~r~=f=o~r~t~h~e~s~e~l~l~e~r~o~r 

3 buyer, but excluding an intermediary bank) to whom the 

4 transfer, pledge, or release of an uncertificated security is 

5 registered is charged with notice of adverse claims as to 

6 which the issuer has a duty under section 554.8403, subsection 

7 4 at the time of registration and which are noted in the 

8 initial transaction statement sent to the purchaser or, if the 

9 purchaser's interest is transferred to the purchaser other 

10 than by registration of transfer, pledge, or release, the 

ll initial transaction statement sent to the registered owner or 

12 the registered pledgee. 

13 ? 3. The fact that the purchaser (including a broker for 

14 the seller or buyer) of a certificated or uncertificated 

15 security has notice that the security is held for a third 

16 person or is registered in the name of or endorsed by a 

17 fiduciary does not create a duty of inquiry into the 

18 rightfulness of the transfer or constitute constructive notice 

19 of adverse claims. ff,-howeve~ However, if the purchaser 

20 (excluding an intermediary bank) has knowledge that the 

21 proceeds are being used or that the transaction is for the 

22 individual benefit of the fiduciary or otherwise in breach of 

23 duty, the purchaser is charged with notice of adverse cla~ms. 

24 Sec. 20. Section 554.8305, Code 1989, is amended to read 

25 as follows: 

26 554.8305 STALENESS AS NOTICE OF ADVERSE CLAIMS. 

27 An act or event wh~eh that creates a right to immediate 

28 performance of the principal obligation ev~de~eeo reoresented 

29 by the a certificated security or wh±eh sets a date on or 

30 after which the a certificated security is to be presented or 

31 surrendered for redemption or exchange does not of itself 

32 constitute any notice of adverse claims except in the case of 

33 a pc~eha~e transfer: 

34 a. after one year from any date set for ~ceh presentment 

35 or surrender for redemption or exchange; or 
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1 b. after six months from any date set for payment of money 

2 against presentation or surrender of the security if funds are 

3 available for payment on that date. 

4 Sec. 21. Section 554.8306, Code 1989, is amended to read 

5 as follows: 

6 554.8306 WARRANTIES ON PRESENTMENT AND TRANSFER OF 

7 CERTIFICATED SECURITIES 

8 INSTRUCTIONS. 

WARRANTIES OF ORIGINATORS OF 

9 1. A person who presents a certificated security for 

10 registration of transfer or for payment or exchangeL warrants 

11 to the issuer that the person is entitled to the registration, 

12 payment or exchange. ButL a purchaser for value and without 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

notice of adverse claims who receives a new, reissuedL or 

reregistered certificated security on registration or transfer 

or receives an initial transaction statement confirming the 

registration of transfer of an equivalent uncertificated 

security to that purchaser warrants only that that purchaser 

has no knowledge of any unauthorized signature (section 

554.8311) in a necessary endorsement. 

2. A person by transferring a certificated security to a 
purchaser for value warrants only that~ 

a. the person's transfer is effective and rightful; a~a 

23 b. the security is genuine and has not been materially 

24 altered; and 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

c. the person knows of no fact which might impair the 

validity of the security. 

3. Where If a certificated security is delivered by an 

intermediary known to be entrusted with delivery of the 

security on behalf of another or with collection of a draft or 

other claim against ~tteh delivery, the intermediary by ~aeh 

delivery warrants only the intermediary's own good faith and 

authorityL even though the intermediary has purchased or made 

advances against the claim to be collected against the 

delivery. 

4. A pledgee or other holder for security who redelivers 
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1 ~"e a certificated security received, or after payment and on 

2 order of the debtor delivers that security to a third person~ 

3 makes only the warranties of an intermediary under subsection 

4 3. 

5 5. A person who originates an instruction warrants to the 

6 issuer that: 

7 a. the originator is an appropriate person to originate 

8 the instruction; and 

9 b. at the time the instruction is presented to the issuer 

10 the originator will be entitled to the registration of 

11 transfer, pledge, or release. 

12 6. A person who originates an instruction warrants to any 

13 person specially guaranteeing the originator's signature 

14 (section 554.8312, subsection 3) that: 

15 a. the originator is an aopropriate person to originate 

16 the instruction; and 

17 b. at the time the instruction is presented to the issuer 

18 ~. the originator will be entitled to the registration of 

19 transfer, pledge, or release; and 

20 ~~. the transfer, pledge, or release requested in the 

21 instruction will be registered by the issuer free from all 
22 liens, security interests, restrictions, and claims other than 

23 those specified in the instruction. 

24 7. A person who originates an instruction warrants to a 

25 purchaser for value and to any person guaranteeing the 

26 instruction (section 554.8312, subsection 6) that: 

27 a. the originator is an appropriate person to originate 

28 the instruction; 

29 b. the uncertificated security referred to therein is 
30 valid; and 

31 c. at the time the instruction is Presented to the issuer 

32 i. the transferor will be entitled to the registration of 

33 transfer, pledge, or release; 

34 11. the transfer, oledge, or release requested in the 

35 instruction will be registered by the issuer free from all 
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1 liens, security interests, restrictions, and claims other than 

2 thcs~ specified in· the instructi0~: and 

3 lc:. the reguested transfer, p~edge, or release will be 

4 rigt-.::ul. 

5 &. If a secured party lS the registered pledgee or the 
6 registered owner of an uncertificated security, a person who 

7 oricinates an instruction of release or transfer to the debtor 

8 or. ~fter payment and on order of the debtor, a transfer 

9 instruction to a tl:ird person, warrants to the debtor or the 

10 third person only that the secured party is an appropriate 

11 person to originate the instruction and at the time the 

12 instruction is presented to the issuer, the transferor will be 

13 entitled to the registration of release or transfer. If a 

14 transfer instruction to a third person who is a purchaser for 

15 value is originated on order of the debtor, the debtor makes 

16 to the purchaser the warranties of paragraphs "b'', ''c'', ii, 

17 and ''c" iii of subsection 7. 

18 9. A person who transfers an uncertificated security to a 

19 purchaser for value and does not originate an instruction in 

20 connection with the transfer warrants only that: 

21 a. The person's transfer is effective and rightful; and 

22 b. The uncertificated security is valid. 

23 5 10. A broker gives to the broker's customer and to the 

24 issuer and a purchaser the applicable warranties provided in 

25 this section and has the rights and privileges of a purchaser 

26 under this section. The warranties of and in favor of the 

27 broker acting as an agent are in addition to applicable 

28 warranties given by and in favor of the broker's customer. 

29 ~~=. 22. Section 554.8307, Code 1989, is amended to read 

30 as =ullows: 

31 554.8307 EFFECT OF DELIVERY WITHOUT ENDORSEMENT -- RIGHT· 

32 TO COMPEL ENDORSEMENT. 

33 Whe~e If a certificated security in registered form has 

34 been del!vered to a purchaser without a necessary endorsement 

35 the purchaser may become a bona fide purchaser only as of the 
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1 time the endorsement is supplied,l but against the transfero:, 

2 the transfer is complete upon delivery and the purchaser has a 

3 specifically enforceable right to have any necessary 

4 endorsement 

5 Sec. 23. 

6 as follows: 

supplied. 

Section 554.8308, Code 1989, is amended to read 

7 554.8308 ENBeRSEMEN~y-HSW-MABE----SPEEfAb-ENBSRSEMEN~---

8 ENB8RSER-N8~-A-6SARAN~8R----PAR~fAb-ASSf6NMEN~ ENDORSEMENTS --

9 INSTRUCTIONS. 
10 1. An endorsement of a certificated security in registered 

11 form is made when an appropriate person signs on it or on a 

12 separate document an assignment or transfer of the security or 

13 a power to assign or transfer it or w~e~ the person's 

14 signature e~-~tte~-pe~~o~ is written without more upon the back 

15 of the security. 

16 2. An endorsement may be in blank or special. An 

17 endorsement in blank includes an endorsement to bearer. A 

18 special endorsement specifies ~~e-pe~~e" to whom the security 

19 is to be transferred, or who has power to transfer it. A 

20 holder may convert a blank endorsement into a special 

21 endorsement. 

22 3. An endorsement purporting to be only of part of a 

23 certificated security representing ~nits intended by the 

24 issuer to be seoaratelv transferable is effective to the 

25 extent of the endorsement. 

26 4. An ''instruction'' is an order to the issuer of an 

27 uncertificated security requesting that the transfer, pledge, 

28 or release from pledge of the ur.certificated security 

29 specified therein be registered. 

30 ~5~.--~A~n~·~·n~s~t~r~u~c~t~i~o~n~~o~r~i~g~i~n~a~t~e~d~b~y~a~n~=a•o~p~r~o~p~r~i=a~t~e~o~e~r=s=o~n~i~s~: 

31 

32 

a. 

b. 

a writing signed by an appropriate person; or 

a communication to the issuer in any form agreed upon 

33 in a writing signed by the issuer and an appropriate person. 

34 r: an instruction has been originated by an approoriate 

35 oerson but is incomplete in any other respect, any person may 
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1 complete it as authorized and the issuer may rely on it as 

2 completed even though it has been completed incorrectly. 

3 3 6. "An appropriate person" in subsection 1 means 

4 H• the person specified by the certificated security or by 

5 special endorsement to be entitled to the security7-o~~ 

6 7. ''An appropriate person" in subsection 5 means: 

7 a. for an instruction to transfer or pledge an 

8 uncertificated security which is then not subject to a 

9 registered pledge, the registered owner; or 

10 b. for an instruction to transfer or release an 

11 uncertificated security which is then subject to a reqistered 

12 pledge, the registered pledgee. 

13 8. In addition to the persons designated in subsections 6 

14 and 7, ''an appropriate 

15 includes: 

person" in subsections 1 and 5 

16 b a. whe~e if the person ~o-~~ee~f±ed desicnated is 

17 described as a fiduciary but is no longer serving ln the 

18 described capacity, -- either that person or that person's 

19 successor; o~ 

20 e b. whe~e if the ~ee~~~ty-o~-endo~~e~ent-~o-~~ee~f~e~ 

21 persons designated are described as more than one person as 

22 fiduciaries and one or more are no longer serving in the 

23 described capacity, the remaining fiduciary or fiduciaries, 

24 whether or not a successor has been appointed or quali:ied; e~ 

25 d c. whe~e if the person ~o-~~ee~f~ed designated is an 

26 individual and is without capacity to act by virtue of death, 

27 incompetence, infancyL or otherwise, -- that person's 

28 executor, administrator, guardianL or like fiduciary; e~ 

29 e d. 

30 persons 

whe~e if the ~ee~~~ty-o~-endo~~ement-~o-~~ee~f~e~ 

designated are described as more than one person as 

31 tenants by the entirety or with r:ght of survivorship and by 

32 reason of death all cannot sign, -- the survivor or survivors; 

33 0~ 

34 E e. a person having power to sign under applicable law or 

35 controlling instrument; o~ and 
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l 9 I· to the extent that the person designated or any of 

2 the foregoing persons may act through an agent, -- that 

3 person's authorized agent. 

4 4 9. Unless otherwise agreedL the endorser of a 

5 certificated security by the endorser's endorsement or the 

6 originator of an instruction by the originator's origination 

7 assumes no obligation that the security will be honored by the 

8 issuer but only the obligations provided in section 554.8306. 

9 5~--A~-e~do~~eme~t-pa~po~t~~g-to-~e-o~~y-o~-pa~t-of-e 

10 ~eca~~ty-~ep~e~enting-anit~-intended-~y-t"e-~~sae~-to-~e 

11 ~epa~ate~y-t~a~~fe~a~~e-i~-ef~ecti~e-to-the-extent-o~-the 

12 endorseme~t. 

13 6 10. Whether the person signing is appropriate is 

14 determined as of the date of signing and an endorsement made 

15 by or an instruction originated by ~ach-e the person does not 

16 become unauthorized for the purposes of this Article 

17 of any subsequent change of circumstances. 

by virtue 

18 ~ 11. Failure of a fiduciary to comply with a controlling 

19 instrument or with the law of the state having jurisdiction of 

20 the fiduciary relationship, including any law requiri~g the 

21 fiduciary to obtain court approval of the transfer, oledce, or 

22 release, does not render the fiduciary's endorsement or an 

23 instruction originated by the fiduciary unauthorized for the 

24 purposes of this Article. 

25 Sec. 24. Section 554.8309, Code 1989, lS amended to read 

26 as follows: 

27 554.8309 EFFECT OF ENDORSEMENT WITHOUT DELIVERY. 

28 An endorsement of a certificated securityL whether special 

29 or in blankL does not constitute a transfer until delivery of 

30 the certificated security on which it appears or, if the 

31 endorsement is on a separate documentL until delivery of both 

32 the document and the certificated security. 

33 Sec. 25. Section 554.8310, Code l989, is amended to read 

34 as follows: 

35 554.8310 ENDORSEMENT OF CERTIFICATED SECURITY IN BEARER 
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1 FORM. 

2 

3 may 

4 not 

An endorsement of a certificated security in bearer form 

give notice of adverse claims (section 554.8304) but does 

otherwise affect any right to registration the holder may 

5 poss~ss possesses. 

6 Sec. 26. Section 554.8311, Code 1989, is amended to read 

7 as follows: 

8 554.8311 EFFECT OF UNAUTHORIZED ENDORSEMENT OR 

9 INSTRUCTION. 

10 Unless the owner or pledgee has ratified an unauthorized 

11 endorsement or instruction or is otherwise precluded from 

12 asserting its ineffectivenessi 

13 a. the owner may assert its ineffectiveness against the 

14 issuer or any purchaser other than a purchaser for value and 

15 without notice of adverse claimsL who has in good faith 

16 received a new, reissuedL or reregistered certificated 

17 security on registration of transfer or received an initial 

18 transaction statement confirming the registration of transfer, 

19 pledge, or release of an equivalent uncertificated security to 

20 the purchaser; and 

21 b. an issuer who registers the transfer of a certificated 

22 security upon the unauthorized endorsement or who registers 

23 the transfer, pledge, or release of an uncertificated security 

24 uoon the unauthorized instruction is subject to iiability for 

25 improper registration (section 554.8404). 

26 Sec. 27. Section 554.8312, Code 1989, lS amended to read 

27 as follows: 

28 554.8312 EFFECT OF GUARANTEEING SIGNATURE OR ENDORSEMENT 

29 OR INSTRUCTION. 

30 l. Any person guaranteeing a signature of an endorser of a 

31 

32 

33 

34 

35 

certificated security warrants that at the time of signing 

a. the signature was genuine; a~d 

b. the signer was an appropriate person to endorse 

(section 554.8308); and 

c. the signer had legal capacity to slgn. 
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l Btlt-the-~~a~a~to~-aoe~-~ot-otherw~~e-wa~~a~t-the-r~~ht~tl%~eaa 

2 of-the-~a~tie~%a~-~~a~~fe~~ 

3 2. Any person guaranteeing a signature of the originator 

4 of an instruction warrants that at the time of signing: 

5 a. the signature was genuine; 

6 b. the signer was an appropriate person to originate the 

7 instruction (section 8-308) if the person specified in the 

8 instruction as the registered owner or reqistered pledgee of 

9 the uncertificated security was, in fact, the registered owner 

10 or registered oledgee of such security, as to which fact the 

11 signature guarantor makes no warranty; 
12 c. the signer had legal capacity to sign; and 

13 d. the taxpayer identification number, if any, appearing 

14 on the instruction as that of the registered owner or 

15 registered pledgee was the taxpayer identification number of 

16 the signer or of the owner or pledgee for whom the signer was 

17 acting. 

18 3. Any person specially guaranteeing the signature of the 

19 originator of an instruction makes not only the warranties of 

20 a signature guarantor (subsection 2) but also warrants that at 

21 the time the instruction is presented to the issuer: 

22 a. the person specified in the instruction as the 

23 registered owner or registered pledgee of the uncertificated 

24 securitv will be the registered owner or registered pledgee; 

25 and 

26 b. the transfer, pledge, or release of the uncertificated 

27 security requested in the instruction will be registered by 

28 the issuer free from all liens, security interests, 

29 restrictions, and claims other than those soecified in the 

30 instruction. 

31 4. The guarantor under subsections 1 and 2 or the special 

32 guarantor under subsection 3 does not otherwise warrant the 

33 ' ht• 1 f th . 1 • 1 d l r.g .u.ness o e part1cu.ar trans.er, p e ge, or re ease. 

34 ~ 5. Any person mey-~cere~tee guaranteeing an endorsement 

35 of a certificated security a~e-by-~o-do:~g-we~~a~t~-~ot-e~~y 
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1 the-~±gnat~~e-t~~b~eet±on-it makes not only the warranties of 

2 a signature guaranto~ under subsection l but also warrants the 

3 rightfulness of the particular transfer in all respects. B~t 

4 no-i~~~e~-may-req~±~e-a-g~a~antee-e£-endo~~ement-a~-a 

5 eonditien-to-regi~t~at±on-o£-t~an~£e~~ 

6 6. Any person guaranteeing an instruction requesting the 

7 transfer, pledge, or release of an uncertificated security 

8 makes not only the warranties of a special signature guarantor 

9 under subsection 3, but also warrants the rightfulness of the 

10 particular transfer, pledge, or release in all respects. 

ll 7. No issuer may require a special guarantee of signature 

12 (subsection 3), a guarantee of endorsement (subsection 5), or 

13 a guarantee of instruction {subsection 6) as a condition to 

14 registration of transfer, pledge, or release. 

15 3 8. The foregoing warranties are made to any person 

16 taking or dealing with the security in reliance on the 

17 guarantee and the guarantor is liable to ~~eh the person for 

18 any loss resulting from breach of the warranties. 

19 Sec. 28. Section 554.8313, Code 1989, is amended to read 

20 as follows: 

21 554.8313 WHEN 9Eb%VER¥ TRANSFER TO ~HE PURCHASSR OCCURS: -

22 --P8R€HASER~5-BReRER-AS-Heb9ER FINANCIAL INTERMEDIARY AS BONA 

23 FIDE PURCHASER-- "FINANCIAL INTERMEDIARY". 

24 l. Se!ive~y Transfer of a security or a limited interest 

25 {including a security interest) therein to a purchaser occurs 

26 when only: 

27 a. at the time the purchaser or a person designated by the 

28 purchaser acquires possession of a certificated security; o~ 

29 b. at the time the transfer, pledge, or release of an 

30 uncertificated security is registered to the purchase~ or a 

31 person designated by the purchaser; 

32 b c. at the time the purchaser's b~oke~ financial 

33 inte~mediary acquires possession of a certificated security 

34 specially endorsed to or issued in the name of the purchaser; 

35 0~ 
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l e d. t"e-p~~e"a~e~~~-b~eke~ at the time a financial 

2 intermediary, not a clearing house, sends the purchaser 

3 confirmation of the purchase and also by book entry or 

4 otherwise identifies a-~pee±f±e-~ee~~±ty-i~-t"e-b~ekerL~ 

5 po~~e~~ion as belonging to the purchaser7-or 

6 1. a specific certificated security in the financial 

7 intermediary's possession; 

8 11. a quantity of securities that constitute or are part 

9 of a fungible bulk of certificated securities in the financial 

10 intermediary's possession or of uncertificated securities 

11 registered in the name of the financial intermediary; or 

12 iii. a quantity of securities that constitute or are part 

13 of a fungible bulk of securities shown on the account of the 

14 financial intermediary on the books of another financial 

15 intermediary; 

16 ~ e. with respect to an ide~tified certificated security 

17 to be delivered while still in the possession of a third 

18 person, w"en not a financial intermediary, at the time that 

19 person acknowledges that that person holds for the purchaser; 

20 0~ 

21 =f~.--~w~1~·t~h~~r~e~s~p~e~c~t~t~o~a~s~p~e~c~i~f~i~c~u~n~c~e~r~t~i~f~i~c~a~t~e~d~s~e~c~u~r~i~t~y~t~h~e 

22 pledge or transfer of which has been registered to a third 

23 person, not a financial intermediary, at the time that person 

24 acknowledges that that person holds for the purchaser; 

25 e ~· at the time appropriate entries to the account of the 

26 purchaser or a person designated by the purchaser on the books 

27 of a clearing corporation are made under section 554.8320~1 

28 h. with respect to the transfer of a security interest 

29 where the debtor has signed a security agreement containing a 

30 description of the security, at the time a written 

31 notification, which, in the case of the creation of the 

32 securitv interest, is signed by the debtor (which may be a 

33 cooy of the security agreement) or which, in the case of the 

34 release or assignment of the security interest created 

35 pursuant to this oaragraph, is signed by the secured party, is 
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l received by 

2 l. a financial intermediary on whose books the interest of 

3 the transferor in the security appears; 

4 ii. a third person, not a financial intermediary, in 

5 possession of the security, if it is certificated; 

6 iii. a third person, not a financial intermediary, who is 

7 the registered owner of the security, if it is uncertificated 

8 and not subject to a registered pledge; or 

9 iv. a third person, not a financial intermediary, who is 

10 the registered pledgee of the security, if it is 

11 uncertificated and subject to a registered pledge; 

12 i. with respect to the transfer of a security interest 

13 where the transferor has signed a security agreement 

14 containing a description of the security, at the time new 

15 value is given by the secured party; or 
16 

17 

18 

19 

20 

J. with respect to the transfer of a security interest 

where the secured party is a financial intermediary and the 

security has already been transferred to the financial 

intermediary under paragraph ''a'', ''b'', ''c'', ''d'', or ''g'', at 

the time the transferor has signed a security agreement 

21 containing a description of the security and value is given by 

22 the secured party. 

23 2. The purchaser is the owner of a security held for the 

24 purchaser ~y-t~e-parc~a~er~~-~reker a financial intermediary, 

25 but ~~-"et-the-~o%der cannot be a bona fide purchaser of a 
26 security so held except a~ in circumstances specified in 

27 ~abparac;t<aph!t-"~"7 paragraphs "c", "d"(i), and "e" .:S.::. of 

28 subsection 1. W~ere If a security so held is part of a 

29 fungible bulk, as in the circumstances specified in paragraphs 

30 ''d''(ii) and "d''(iii) of subsection l, the purchaser is the 

31 owner of a proportionate property interest in the fungible 

32 bulk. 

33 3. ~otice of an adverse claim received by the ~roker 

34 finar.cial intermediary or by the purchaser after the ~roker 

35 financial intermediary takes delivery of a certificated 
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l security as a holder for value or after the transfer, pledge, 

2 or release of an uncertificated security has been registered 

3 free of the claim to a financial intermediary who has given 

4 value is not effective either as to the broker financial 

5 intermediary or as to the purchaser. However, as between the 

6 broker financial intermediary and the purchaser the purchaser 

7 may demand de%~very transfer of an equivalent security as to 

8 which no notice of a~ adverse claim has been received. 

9 4. A ''financial intermediary" is a bank, broker, clearing 

10 corporation or other person (or the nominee of any of them) 

11 which in the ordinary course of its business maintains 

12 security accounts for its customers and is acting in that 

13 capacity. A financial intermediary may have a security 

14 interest in securities held in account for its customer. 

15 Sec. 29. Section 554.8314, Code 1989, is amended to read 

16 as follows: 

17 554.8314 DUTY TO BEbrVER TRANSFER, WHEN COMPLETED. 

18 1. Unless otherwise agreed where if a sale of a security 

19 is made on an exchange or otherwise through brokers: 

20 a. the selling customer fulfills that customer's duty to 

21 deiiver-when transfer at the time that customer: 

22 1. 

23 of the 

places ~~eh a certificated security in the possession 

selling broker or of a person designated by the broKeri 

24 ii. causes an uncertificated security to be registered in 

25 the name of the selling broker or a person designated by the 

26 broker; or 

27 iii. if requestedL causes an acknowledgment to be made to 

28 the selling broker that ~~ a certificated or uncertificated 

29 security is held for that broker; end£! 

30 1v. places in the possession of the selling broker or of a 

31 oerson desianated by the broker a transfer instruction for an 

32 uncertificated security, providing the issuer does not refuse 

33 to reaister the reauested transfer if the instruction is 

34 presented to the issuer for reaistration within thirty days 

35 thereafter; and 
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l b. 

2 acting 

the selling broker~ including a correspondent broker 

for a selling customer, fulfills that broker's duty to 

3 dei~ve~-by-piac~~~-the transfer at the time that broker 

4 i. places a certificated 

5 the possession of the buying 

6 the buying brokerl 

security e~-a-t~ke-~ee~~~ty in 

broker or a person designated by 

7 ii. causes an uncertificated security to be registered in 

8 the name of the buying broker or a person 

9 buying broker; 

designatec by the 

10 iii. places in the possession of the buying broker or of a 

11 person designated by the buying broker a transfer instruction 

12 for an uncertificated security, providing the issuer does not 

13 refuse to register the requested transfer if the instruction 

14 is presented to the issuer for registration within thirty days 

15 thereafter; or 

16 iv. or-by-e~~eetin~ effects clearance of the sale in 

17 accordance with the rules of the exchange on which the 

18 transaction took place. 

19 2. Except as othe~w±~e provided in this section and unless 

20 otherwise agreed, a transferor's duty to detiver transfer a 

21 security under a contract of purchase is not fulfilled until 

22 the transfe=or: 

23 a. places the certi;icated security in form to be 

24 negotiated by the purchaser in the possession of the purchaser 

25 or of a person designated by the purchaserl o~ 

26 b. at-the-p~~eha~e~~~-~eq~e~t causes an uncertificated 

27 security to be registered in the name of the purchaser or a 

28 person designated by the purchaser; or 

29 
30 be 

c. if the Purchaser requests, causes an acknowledgment to 

made to the purchaser that it a certifica:ed or 

31 uncertificated security is held for the purchaser. 

32 3. Unless made on an exchange~ a sale to a broker 

33 purchasing for the broke='s own account is within thi~ 

34 subsection 2 and not within subsection 1. 

35 Sec. 30. Section 554.8315, Code 1989, is amended to read 
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1 as follows: 

2 554.8315 ACTION AGAINST PHREHASER TRANSFEREE BASED UPON 

3 WRONGFUL TRANSFER. 

4 1. Any person against whom the 

5 wrongful for any reason, including 

transfer of a security is 

the person's incapacity, 

6 may~ against anyone except a bona fide purchaser, may: 

7 a. reclaim possession of the certificated security 

8 wrongfully transferred; or 

9 b. obtain possession of any new certificated security 

10 ~~~d~~e~~9 representing all or part of the same rightsl o~ 

11 c. compel the origination of an instruction to transfer to 

12 the person or a person designated by that person an 

13 uncertificated security constituting all or part of the same 

14 rights; or 

15 d. have damages. 

16 2. If the transfer is wrongful because of an unauthorized 

17 endorsement of a certificated security, the owner may also 

18 reclaim or obtain possession of the security or a new 

19 certificated security~ even from a bona fide purchaserL if the 

20 ineffectiveness of the purported endorsement can be asserted 

21 against the purchaser under the provisions of this Article on 

22 unauthorized endorsements (section 554.8311). 

23 3. The right to obtain or reclaim possession of a 

24 certificated security or to compel the origination of a 

25 transfer instr~ction may be specifically enforced and ~ts the 

26 transfer of a certificated or uncertificated security enjoined 

27 and t~e a certificated security impounded pending the 

28 litigation. 

29 Sec. 31. Section 554.8316, Code 1989, is amended to read 

30 as follows: 

3~ 554.8316 PURCHASER'S RIGHT TO REQUISITES FOR REGISTRATION 

32 OF TRANSFER, PLEDGE, OR RELEASE ON BOOKS. 

33 Unless otherwise aareed, the transferor mast of a - -
34 certificated security or the transferor, pledgor, or pledgee 

35 of an uncertificated security on due demand must supply the 
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1 transferor's, pledgor's, or pledgee's purchaser with any proof 

2 of the transferor's authority to transfer, pledge, or release 

3 or with any other requisite which-may-be necessary to obtain 

4 registration of the transfer, pledge, or release of the 

5 securityl but if the transfer, pledge, or release is not for 

6 valueL a transferor, pledgor, or pledgee need not do so unless 

7 the purchaser furnishes the necessary expenses. Failure 

8 within a reasonable time to comply with a demand made-within-a 

9 rea~enab~e-time gives the purchaser the right to reject or 

10 rescind the transfer, pledge, or release. 

11 Sec. 32. Section 554.8317, Code 1989, is amended to read 

12 as follows: 

13 554.8317 A~~AEHMEN~-eR-nEV¥-8P8N-SE€HRf~¥ CREDITORS' 

14 RIGHTS. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

l. Ne Subject to the exceptions in subsections 3 and 4, no 

attachment or levy upon a certificated security or any share 

or other interest e~ideneed represented thereby which is 

outstanding ~haii-be is valid until the security is actually 

seized by the officer making the attachment or levyL but a 

certificated security which has been surrendered to the issue~ 

may be attaehed-or-le~ied-~~en-at-the-so~ree reached by a 

creditor by legal process at the issuer's chief executive 

office in the United States. 

2. An uncertificated security registered in the name of 

the debtor may not be reached by a creditor except by legal 

process at the issuer's chief executive office in the United 

States. 

28 

29 

30 

3. The interest of a debtor in a certificated security 

that is in the possession of a secured party not a financial 

intermediary or in an uncertificated security registered in 

31 the name of a secured party not a financial intermediary (or 

32 in the name of a nominee of the secured party) may be reached 

33 by a creditor by legal process upon the secured party. 

34 4. The interest of a debtor in a certificated security 

35 that is in the oossession of or registered in the name of a 
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1 financial intermediary or in an uncertificated security 

2 registered in the name of a financial intermediary may be 

3 reached by a creditor by legal process upon the financial 

4 intermediary on whose books the interest of the debtor 

5 apoears. 

6 5. Unless otherwise provided by law, a creditor's lien 

7 upon the interest of a debtor in a security obtained pursuant 

8 to subsection 3 or 4 is not a restraint on the transfer of the 

9 security, free of the lien, to a third party for new value; 

10 but in the event of a transfer, the lien applies to the 

ll proceeds of the transfer in the hands of the secured party or 

12 financial intermediary, subject to any claims having priority. 

13 ~ 6. A creditor whose debtor is the owner of a security 

14 ~"a~~-be is entitled to ~aeh aid from courts of appropriate 

15 jurisdiction, by injunction or otherwise, in reaching ~aeh the 

16 security or in satisfying the claim by means thereof-a~-±~ 

17 allowed at law or in equity in regard to property whieh that 

18 cannot readily be attaehee-or-~e~±ed-apor. reached by ordinary 

19 legal process. 

20 Sec. 33. Section 554.8318, Code 1989, is amended to read 

21 as follows: 

22 554.8318 NO CONVERSION BY GOOD FAITH BEbfVER¥ CONDUCT. 

23 An agent or bailee who in good faith (including observance 

24 of reasonable corr~ercial standards ~f ~he agent or bailee is 

25 in the business of buying, selling or otherwise dealing with 

26 securities) has received certificated securities and sold, 

27 pledged~ or delivered them or has sold or caused the transfer 

28 or nledge of uncertificated securities over which the agent or 

29 bailee had control according to the instructions of the 

30 agent's or bailee's principal~ is not liable for conversion or 

31 for participation in breach of fiduciary duty although the 

32 principal had no right to-d±~po~e-of-them so to deal with the 

33 securities. 

34 Sec. 34. Section 554.8319, Code 1989, is amended to read 

35 as follows: 
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1 554.8319 STATUTE OF FRAUDS. 

2 A contract for the sale of securities is not enforceable by 

3 way of action or defense unless: 
4 a. there is some writing signed by the party against whom 

5 enforcement is sought or by that party's authorized agent or 

6 broker sufficient to indicate that a contract has been made 

7 for sale of a stated quantity of described securities at a 

8 defined or stated price; or 

9 b. delivery of ehe a certificated security or transfer 
10 instruction has been accepted or transfer of an uncertificated 

11 security has been registered and the transferee has failed to 
12 send written objection to the issuer within ten days after 

13 receipt of the initial transaction statement confirming the 
14 registration, or payment has been madeL but the contract is 

15 enforceable under this provision only to the extent of ~Heh 
16 the delivery or payment; or 

17 

18 

19 

20 

c. within a reasonable time a writing in confirmation of 

the sale or purchase and sufficient against the sender under 

paragraph ''a'' has been received by the party against whom 
enforcement is sought and that party has failed to send 

21 written objection to its contents within ten days after its 
22 receipt; or 

23 d. the party against whom enforce~ent is sought admits in 

24 that party's pleading, testimonyL or otherwise in co~rt that a 

25 contract was made for the sale of a stated quantity of 
26 described securities 

27 Sec. 35. Section 
28 as follows: 

at a defined or stated price. 

554.8320, Code 1989, is amended to read 

29 554.8320 TRANSFER OR PLEDGE WITHIN A CENTRAL DEPOSITORY 

30 SYSTEM. 

31 l. f£-a-~eeHrity In addition to other methods, a transfer, 

32 pledge, or release of a security or any interest therein may 

33 be effected by the making of aoErOEriate entries en the books 
34 of a clearing corEoration reducing the account of the 

35 transferor, pledgor, or pledgee and increasing the account of 
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l the transferee, pledgee, or pledgor by the amount of the 

2 obligation, or the number of shares or rights transferred, 

3 pledged, or released, if the security is shown on the account 

4 of a transferor, pledgor, or pledgee on the books of the 

5 clearing corporation; is subject to the control of the 

6 clearing corooration; and 

7 a. 

8 1 • 

9 another 

if certificated, 

is in the custody of a the clearing corporationL 

clearing corporation, e~-o£ a custodian bank or a 

of e~~~e~-~~~;ee~-~e-t~e-~~~t~~etio~~-of-~~e-etea~i~g 

ll eor~ora~ion any of them; and 

10 nominee 

12 ~ ii. is in bearer form or endorsed in blank by an 

13 appropriate person or registered in the name of the clearing 

14 corporationL or ~ custodian bank, or a nominee of e~~her any 

15 of them; and £! 
16 b. if uncertificated, is registered in the name of the 

17 clearing corporation, another clearing corporation, a 

18 custodian bank, or a nominee of any of them; 

19 e.--~~-shown-o~-tne-aeeo~nt-of-a-tra~~feror-or-~tedgor-en 

20 ~he-book~-e£-the-etear~ng-eor~e~atien7 

21 then,-in-add~~ion-to-other-metheds 7 -e-~~ensfer-or-~~edge-of 

22 the-seeMrity-e~-a~y-i~terest-therei~-mey-be-effeeted-by-the 

23 maki~g-of-a~~ropriete-ent~ies-en-~~e-boo~s-ef-the-e~earing 

24 ee~poratio~-redMei~g-t~e-aeeo=~~-o£-the-trensferor-or-p%edger 

25 end-i~ereasi~g-the-aeeoMnt-of-the-tra~sfe~ee-or-~~eegee-by-the 

26 amou~t-of-~he-ob~iga~io~-or-the-~umbe~-of-s~areo-o~-rights 

27 tra~sferred-er-ptedged. 

28 2. Under this section entries may be made with respec~ to 

29 like securities or interests therein as a part of a fungible 

30 bulk and may refer merely to a quantity of a particular 

31 security without reference to the name of the registered 

32 owner, certificate or bond numberL or the likeL and, in 

33 appropriate cases, may be on a net basis taking into account 

34 o~her transfers~ o~ pledges,or releases of the same security. 

35 3. A transfer or-~%edge under this section ha~-the-e~feet 
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6 

7 

8 

9 

10 

11 

12 

13 

14 
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ef-a-de%~very-ef-a-~~eMr~ty-~"-bearer-for~-or-dMiy-ender~ed-~" 

b%an~-t~eetion-554~838tt-repre~enti"~-the-a~o~"t-of-the 

obii~aeion-or-th~-nttmber-ef-~hare~-er-ri~ht~-tran~ferred-or 

pied~~d is effective (section 554.8313) and the purchaser 

acquires the rights of the transferor (section 554.8301). A 

pledge or release under this section is the transfer of a 

limited interest. If a pledge or the creation of a security 

interest is intended, the-~e~i"~-ef-e"tri~~-he~-th~-~ff~ee-ef 

e-ta~~n~-ef-deiivery-by-the-pi~d~~e-or-a-~eeMred-party 

t~eetien~-55479394-a"d-554~9385t the security interest is 

perfected at the time when both value is given by the pledgee 

and the appropriate entries are made (section 554.8321). A 

transferee or pledgee under this section i~-a-hold~r may be a 

bona fide purchaser (section 554.8302). 

15 4. A transfer or pledge under this section doe~ is not 

16 eon~t~tttte a registration of transfer under Part 4 ef-thi~ 

17 Art~ei~. 

18 5. That entries made on the books of the clearing 

19 corporation as provided in subsection 1 are not appropriate 

20 does not affect the validity or effect of the entries nor or 

21 the liabilities or obligations of the clearing corporation to 

22 any person adversely affected thereby. 

23 Sec. 36. NEW SECTION. 554.8321 ENFORCEABILITY, 

24 ATTACHMENT, PERFECTION, AND TERMINATION OF SECURITY INTERESTS. 

25 1. A security interest in a security is enforceable and 

26 can attach only if it is transferred to the secured party or a 

27 person designated by the secured party pursuant to a provision 

28 of section 554.8313, subsection 1. 

29 

30 

31 

32 

33 

34 

35 

2. A security interest so transferred pursuant to 

agreement by a transferor who has rights in the security to a 

transferee who has given value is a perfected security 

interest, but a security interest that has been transferred 

solely under paragraph ''i'' of section 554.8313, subsection 1 

becomes ur.perfected after twenty-one days unless, within that 

time, the requirements for transfer ur.der any other provision 
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1 of section 554.8313, subsection 1 are satisfied. 

2 3. A security interest in a security is subject to the 

3 provisions of Article 9, but: 

4 a. no filing is required to perfect the security interest; 

5 and 

6 b. no written security agreement signed by the debtor is 

7 necessary to make the security interest enforceable, except as 

8 otherwise provided in paragraph "h", "i", or "j" of section 

9 554.8313, subsection 1. The secured party has the rights and 

lO duties provided under section 554.9207, to the extent they are 

11 applicable, whether or not the security is certificated, and, 

12 if certificated, whether or not it is in the secured party's 

13 possession. 

14 4. Unless otherwise agreed, a security interest in a 

15 security is terminated by transfer to the debtor or a person 

16 designated by the debtor pursuant to a provision of section 

17 554.8313, subsection 1. If a security is thus transferred, 

18 the security interest, if not terminated, becomes unperfected 

19 unless the security is certificated and is delivered to the 

20 debtor for the purpose of ultimate sale or exchange or 

21 presentation, collection, renewal, or registration of 

22 transfer. In that case, the security interest becomes 

23 unperfected twenty-one days unless, within that time, the 

24 security (or securities for which it has been exchanged) is 

25 transferred to the secured party or a person designated by the 

26 secured party pursuant to a provision of section 554.8313, 

27 subsection 1. 

28 Sec. 37. Section 554.8401, Code 1989, is amended to read 

29 as follows: 

30 554.8401 DUTY OF ISSUER TO REGISTER TRANSFER, PLEDGE, OR 

31 RELEASE. 

32 1. Whe~e If a certificated security in registered form is 

33 presented to the issuer with a request to register transfer, 

34 or an instruction is presented to the issuer with a request to 

35 register transfer, pledge, or release the issuer is-anoe~-a 
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1 a~~y-~o shall register the transfer, pledge, or release as 

2 requested if~ 

3 a. the security is endorsed or the instruction was 

4 oricinated by the appropriate person or persons (section 

5 554.8308); e~d 

6 b. reasonable assurance is given that those endorsements 

7 or instructions are genuine and effective (section 554.8402); 

8 a~d 

9 c. the issuer has no duty ~o-i~q~i~e-ift~O as to adverse 

10 claims or has discharged efty-s~eh the duty (section 554.8403); 

11 a~d 

12 d. any applicable law relating to the collection of taxes 

13 has been complied with; and 

14 e. the transfer, pledge, or release lS in fact rightful or 

15 is to a bona fide purchaser. 

16 2. Whe~e If an issuer is under a duty to register a 

17 transfer, pledge, or release of a security~ the issuer is also 

18 liable to the person presenting ie a certificated security or 

19 an instruction for registration or that person's principal for 

20 loss resulting from any unreasonable delay in registration or 

21 from failure or refusal to register the transfer, pledge, or 

22 release. 

23 Sec. 38. Section 554.8402, Code 1989, is amended to read 

24 as follows: 

25 554.8402 ASSURANCE THAT ENDORSEMENTS AND INSTRUCTIONS ARE 

26 EFFECTIVE. 

27 1. The issuer may require the following assurance that 

28 each necessary endcrsement of a certificated security or each 

29 instruction (section 554.8308) is genuine and effective~ 

30 a. in all cases, a guarantee of the signa~ure (s~bseeeion 

31 t-o~ section 554.8312, subsection 1 or 2) of the person 

32 endorsing a certificated security or originating an 

33 instruction including, in the case of an instruction, a 

34 warranty of the taxpayer identification number or, in the 

35 absence thereof, other reasonable assurance o: identity; and 
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1 b. where if the endorsement is made or the instruction is 

2 originated by an agent, appropriate assurance of authority to 

3 sign; 
4 c. where if the endorsement is made or the instruction is 

5 originated by a fiduciary, appropriate evidence of appointment 

6 or incumbency; 

7 d. where if there is more than one fiduciary, reasonable 

8 assurance that all who are required to sign have done so; and 

9 e. where if the endorsement is made or the instruction is 

10 originated by a person not covered by any of the foregoing, 

11 assurance appropriate to the case corresponding as nearly as 

12 may be to the foregoing. 

13 2. A "guarantee of the signature" in subsection 1 means a 

14 guarantee signed by or on behalf of a person reasonably 

15 believed by the issuer to be responsible. The issuer may 

16 adopt standards with respect to responsibility ~rov±ded-sceh 

17 standards if they are not manifestly unreasonable. 

18 3. "Appropriate evidence of appointment or incumbency'' in 

19 subsection 1 means 

20 a. in the case of a fiduciary appointed or qualified by a 

21 court, a certificate issued by or under the direction or 

22 supervision of that court or an officer of that court and 

23 dated within one hundred eighty days before the date of 

24 presentation for transfer, pledge, or release; or 

25 b. in any other case, a copy of a document showing the 

26 appointment or a certificate issued by or on behalf of a 

27 person reasonably believed by the issuer to be responsible or, 

28 in the absence of seen-a that document or certificate, other 

29 evidence reasonably deemed by the issuer to be appropriate. 

30 The issuer may adopt standards with respect to seen the 

31 evidence ~rov±ded-sceh-standards if they are not manifestly 

32 unreasonable. The issuer is not charged with notice of the 

33 contents of any document obtained pursuant to this paragraph 

34 ''b'' except to the extent that the contents relate directly to 

35 the appointment or incumbency. 
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l 4. The issuer may elect to require reasonable assurance 

2 beyond that specified in this sectionL but if it does so and, 

3 for a purpose other than that specified in subsection 3 "b"L 
4 both requires and obtains a copy of a will, trust, indenture, 

5 articles of copartnership, bylaws~ or other controlling 
6 instrument, it is charged with notice of all matters contained 

7 therein affecting the transfer, pledge, or release. 
8 Sec. 39. Section 554.8403, Code 1989, is amended to read 

9 as follows: 
10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

554.8403 b~M~~EB-BB~~-eP-fNeBfR~ ISSUER'S DUTY AS TO 

ADVERSE CLAIMS. 

1. An issuer to whom a certificated security is presented 

for registration i~-~nde~-e-d~ty-to shall inquire into adverse 

claims if: 

a. a written notification of an adverse claim is received 

at a time and in a manner which-aEEo~d~ affording the issuer a 

reasonable opportunity to act on it prior to the issuance of a 

new, reissued~ or registered certificated security~ and the 

notification identifies the claimant, the registered owner~ 

20 and the issue of which the security ~s a part~ and provides an 

21 address for communications directed to the claimant; or 

22 b. the issuer is charged with notice of an adverse claim 

23 from a controlling instrument wh±eh it has elected to require 

24 under ~~b~eetion-•-of section 554.8402, subsection 4. 

25 2. The issuer may discharge any duty of inquiry by any 

26 reasonable means, including notifying an adverse claimant by 

27 registered or certified mail at the address furnished by the 
28 adverse claimant or if there be no such address at the adverse 

29 claimant's residence or regular place of business that the 

30 certificated security has been presented for registration of 

transfer will be 31 transfer by a named person, and 

32 registered unless within thirty 

33 

that the 

days from the date of mailing 

the notification, either~ 

'~ 34 
35 process issues from a court of competent jurisdiction; or 

a. an appropriate restraining order, other injunction or 
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l b. there is filed with 

2 sufficient in the issuer's 

the issuer an indemnity bond, 

judgment to protect the issuer and 

3 any transfer agent, registrar, or other agent of the issuer 

4 involved, from any loss wn±eh it or they may suffer by 

5 complying with the adverse claim ±~-~±ied-w±th-the-±~~~e~. 

6 3. Unless an issuer is charged with notice of an adverse 

7 claim from a controlling instrument which it has elected to 
8 require under ~~b~eet±o"-4-or section 554.8402, subsection 4 

9 or receives notification of an adverse claim under subsection 

10 1 of-th±~-~eet±o", where if a certificated security presented 

11 for registration is endorsed by the appropriate person or 

12 persons the issuer is under no duty to inquire into adverse 

13 claims. In particular~ 

14 a. an issuer registering a certificated security in the 

15 name of a person who is a fiduciary or who is described as a 
16 fiduciary is not bound to inquire into the existence, extent, 

17 or correct description of the fiduciary relationshipL and 

18 thereafter the issuer may assume without inquiry that the 

19 newly registered owner continues to be the fiduciary until the 

20 issuer receives written notice that the fiduciary is no longer 

21 acting as s~ch with respect to the particular security; 

22 b. an issuer registering transfer on an endorsement by a 

23 fiduciary is not bound to inquire whether the transfer is made 

24 in compliance with a controlling instrument or with the law of 

25 the state having jurisdiction of the fiduciary relationship, 

26 including any law requiring the fiduciary to obtain court 

27 approval of the transfer; and 

28 c. the issuer is not charged with notice of the contents 

29 of any court record or file or other recorded or unrecorded 

30 document even though the document is 1n its possession and 

31 even though the transfer is made on the endorsement of a 

32 fiduciary to the same fiduciary or to the fiduciary's nominee. 

33 4. An issuer is under no duty as to adverse claims w:th 

34 respect to an uncertificated securitY exceot: 

35 a. claims embodied in a restraining order, injunct:on, or 
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l other legal process served upon the issuer if the process was 
2 served at a time and· in a manner affording the issuer a 

3 reasonable opportunity to act on it in accordance with the 
4 requirements of subsection 5; 

5 b. claims of which the user has received a written 

6 notification from the registered owner or the registered 

7 pledgee if the notification was received at a time and in a 

8 manner affording the issuer a reasonable opportunity to act on 

9 it in accordance with the requirements of subsection 5; 
10 c. claims (including restrictions on transfer not imposed 
11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

by the issuer) to which the registration of transfer to the 
present registered owner was subject and were so noted in the 

initial transaction statement sent to the issuer; and 
d. claims as to which an issuer is charged with notice 

from a controlling instrument it has elected to require under 
section 554.8402, subsection 4. 

5. If the issuer of an uncertificated security is under a 

duty as to an adverse claim, the issuer discharges that duty 

!:?.Y..!. 
a. including a notation of the claim in any statements 

21 sent with respect to the security under section 554.8408, 
22 subsections 3, 6, and 7; and 

23 

24 

25 

26 

27 

28 

29 

30 

31 
32 

33 
34 

35 

b. refusing to register the transfer or pledge of the 

security unless the nature of the claim does not preclude 

transfer or pledge subject thereto. 

6. If the transfer or pledge of the security is registered 

subject to an adverse claim, a notation of the claim must be 

included in the initial transaction statement and all 

subsequent statements sent to the transferee and pledgee under 
section 554.8408. 

7. Notwithstanding subsections 4 and 5, if an 
uncertificated security was subject to a registered pledge at 

the time the issuer first came under a duty as to a par:icular 

adverse claim, the issuer has no duty as to that claim if 

transfer of the security is requested by the registered 
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l pledgee or an appropriate person acting for the registered 

2 pledgee unless: 

3 a. the claim was embodied in legal process which expressly 

4 provides otherwise; 

5 b. the claim was asserted in a written notification from 

6 the registered pledgee; 

7 c. the claim was one as to which the issuer was charged 

8 with notice from a controlling instrument it required under 

9 section 554.8402, subsection 4 in connection with the 

10 pledgee's reouest for transfer; or 

ll d. the transfer requested is to the registered owner. 

12 Sec. 40. Section 554.8404, Code 1989, is amended to read 

13 as follows: 

14 554.8404 LIABILITY AND NONLIABILITY FOR REGISTRATION. 

15 1. Except as ot~e~w~~e provided in any law relating to the 

16 collection of taxes, the issuer is not liable to the owner~ 

17 pledgee, or any other person suffering loss as a result of the 

18 registration of a transfer, pledge, or release of a security 

19 if: 

20 a. there were on or with t~e a certificated security the 

21 necessary endorsements or the issuer had received an 

22 instruction originated by an appropriate person (section 

23 554.8308); and 

24 b. the issuer had no duty to-±~~~~~e-±nto as to adverse 

25 claims or has discharged any-~~e~ the duty (section 554.8403). 

26 2. Whe~e If an issuer has registered a transfer of a 

27 certificated security to a person not entitled to it, the 

28 issuer on demand m~~t shall deliver a like security to the 

29 true owner unless: 

30 a. :he registration was pursuant to subsection l; o~ 

31 b. ~he owner is precluded from asserting any claim for 

32 registering the transfer under ~~bseet±o~-±-of-the-fo±±ow±n~ 

33 section 554.8405, subsection l; or 

34 c. s~eh the delivery would result in overissue, in which 

35 case the issuer's liability is governed by section 554.8104. 
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1 3. If an issuer has improperly registered a transfer, 

2 pledge, or release·of an uncertificated security, the issuer 

3 on demand from the injured party shall restore the records as 

4 to the injured oarty to the condition that would have obtained 

5 if the improper registration had not been made unless: 

6 ~a~.--~t~h~e~~r~e~g~i~s~t~r~a~t~io~n~w~a~s~p~u~r=s~u~a~n~t~t~o~=s~u~b~s~e~c~t~l~·o~n~1~;~o~r 

7 b. the registration would result in overissue, ln which 

8 case the issuer's liability is governed by section 554.8104. 

9 Sec. 41. Section 554.8405, Code 1989, is amended to read 

10 as follows: 

11 554.8405 LOST, DESTROYEDL AND STOLEN CERTIFICATED 

12 SECURITIES. 

13 1. w~~~~ If a certificated security has been lost, 

14 apparently destroyedL or wrongfully takenL and the owner fails 

15 to notify the issuer of that fact within a reasonable time 

16 after the owner has notice of it and the issuer registers a 

17 transfer of the security before receiving ~~e~-a notification, 

18 the owner is precluded from asserting against the issuer any 

19 claim for registering the transfer under th~-p~~eed±ng section 

20 554.8404 or any claim to a new security under this section. 

21 2. W~e~~ If the owner of a security claims that th~ e 
22 certificated security has been lost, destroyedL or wrongfully 

23 taken, the issuer mast shall issue a new certificated security 

24 or, at the option of the issuer, an eouivalent uncertificated 

25 security in place of the original security if the owneri 

26 a. so requests before the issuer has notice that the 

27 security has been acquired by a bona fide purchaser; and 

28 b. files with the issuer a sufficient indemnity bond; and 

29 c. satisfies any other reasonable requirements imposed by 

30 the issuer. 

31 3. If, after the issue of the a new certificated or 

32 uncertificated security, a bona fide purchaser of the original 

33 certificated security presents it for registration of 

34 transfer, the issuer m~st shall register the transfer unless 

35 registration would result in overissue, in which event the 
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1 issuer's liability is governed by section 554.8104. In 

2 addition to any rights on the indemnity bond, the issuer may 

3 recover the new certificated security from the person to whom 

4 it was issued or any person taking under the person to whom it 

5 was issued except a bona fide purchaser or may cancel the 

6 uncertificated security unless a bona fide purchaser or any 

7 person taking under a bona fide purchaser is then the 

8 registered owner or registered pledgee thereof. 

9 Sec. 42. Section 554.8406, Code 1989, is amended to read 

10 as follows: 

11 554.8406 DUTY OF AUTHENTICATING TRUSTEE, TRANSFER AGENT OR 

12 REGISTRP~. 

13 1. Where If a person acts as authenticating trustee, 

14 transfer agent, registrar, or other agent for an issuer in the 

15 registration of transfers of its certificated securities or in 

16 the registration of transfers, pledges, and releases of its 

17 uncertificated securities, in the issue of new securities, or 

18 in the cancellation of surrendered securities: 

19 a. that person is under a duty to the issuer to exercise 

20 good faith and due diligence in performing that person's 

21 functions; and 

22 b. thet-~er~on-ha~ with regard to the particular functions 

23 that person performs, that person has the same obligation to 

24 the holder or owner of the a certificated security or to the 

25 owner or pledgee of an uncertificated security and has the 

26 same rights and privileges as the issuer has in regard to 

27 those functions. 

28 2. Notice to an authenticating trustee, transfer agent, 

29 registrar or other ~ceh agent is notice to the issuer with 

30 respect to the functions performed by the agent. 

31 Sec. 43. NEW SECTION. 554.8407 EXCHANGEABILITY OF 

32 SECURITIES. 

33 ~. No issuer is subject to the requirements of this 

34 section unless it regularly maintains a system for issuing the 

35 c:ass of securities involved under which both certificated and 
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2 

3 

1 uncertificated securities are regularly issued to the category 
of owners, which includes the person in whose name the new 

security is to be registered. 
4 

5 

6 

7 
8 

9 

10 

11 
12 

13 

14 

15 
16 

17 
18 

19 

20 

21 

22 

23 

24 

25 
26 

27 
28 

29 

30 

31 

32 

33 
34 

35 

2. Upon surrender of a certificated security with all 

necessary endorsements and presentation of a written request 
by the person surrendering the security, the issuer, if the 

issuer has no duty as to adverse claims or has discharged the 
duty (section 554.8403), shall issue to the person or a person 

designated by that person an equivalent uncertificated 

security subject to all liens, restrictions, and claims that 

were noted on the certificated security. 

3. Upon receipt of a transfer instruction originated by an 

appropriate person who so requests, the issuer of an 

uncertificated security shall cancel the uncertificated 

security and issue an equivalent certificated security on 
which must be noted conspicuously any liens and restrictions 

of the issuer and any adverse claims (as to which the issuer 
has a duty under section 554.8403, subsection 4) to which the 

uncertificated security was subject. The certificated 

security shall be registered in the name of and delivered to: 

a. the registered owner, if the uncertificated security 

was not subject to a registered pledge; or 

b. the registered pledgee, if the uncertificated security 

was subject to a registered pledge. 

Sec. 44. NEW SECTION. 554.8408 STATEMENTS OF 
UNCERTlFICATED SECURITIES. 

l. Within two business days after the transfer of an 
uncertificated security has been registered, the issuer shall 

send to the new registered owner and, if the security has been 

transferred subject to a registered pledge, to the registered 

pledgee a written statement containing: 

a. a description of the issue of which the uncertificated 

security is a part; 

b. the number of shares or units transferred; 

c. the name and address and any taxpayer identification 
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1 number of the new registered owner and, if the security has 

2 been transferred subject to a registered pledge, the name and 

3 address and any taxpayer identification number of the 

4 registered pledgee; 
5 d. a notation of any liens and restrictions of the issuer 

6 and any adverse claims (as to which the issuer has a duty 

7 under section 554.8103, subsection 1) to which the 

8 uncertificated security is or may be subject at the time of 

9 registration or a statement that there are none of those 

10 liens, restrictions, or adverse claims; and 

11 e. the date the transfer was registered. 

12 2. Within two business days after the pledge of an 

13 uncertificated security has been registered, the issuer shall 

14 send to the registered owner and the registered pledgee a 

15 written statement containing: 
16 a. a description of the issue of which the uncertificated 

17 security is a part; 
18 b. the number of shares or units pledged; 

19 c. the name and address and any taxpayer identification 

20 number of the registered owner and the registered pledgee; 

21 d. a notation of any liens and restrictions of the issuer 

22 and any adverse claims (as to which the issuer has a duty 

23 under section 554.8403, subsection 4) to which the 
24 uncertificated security is or may be subject at the time of 

25 registration or a statement that there are none of those 

26 liens, restrictions, or adverse claims; and 

27 e. the date the pledge was registered. 
28 3. Within two business days after the release from pledge 

29 of an uncertificated security has been registered, the issuer 

30 shall send to the registered owner and the pledgee whose 

31 interest was released a written statement containing: 

32 a. a description of the issue of which the uncertificated 

33 security is a part; 
34 b. the number of shares or units released from pledge; 

35 c. the name and address and any taxpayer identification 

-47-

• 



~ 

S.F. H.F. 

l number of the registered owner and the pledgee whose interest 
2 was released: 

3 d. a notation of any liens and restrictions of the issuer 
4 and any adverse claims (as to which the issuer has a duty 

5 under section 554.8403, subsection 4) to which the 

6 uncertificated security is or may be subject at the time of 

7 registration or a statement that there are none of those 
8 liens, restrictions, or adverse claims: and 

the date the release was registered. 9 e. 

10 4. An "initial transaction statement" is the statement 

ll sent to: 
12 a. the new registered owner and, if applicable, to the 

13 registered pledgee pursuant to subsection 1: 

14 b. the registered pledgee pursuant to subsection 2: or 

15 c. the registered owner pursuant to subsection 3. Each 

16 initial transaction statement shall be signed by or on behalf 

17 of the issuer and must be identified as "initial transaction 
18 statement". 

19 5. Within two business days after the transfer of an 
20 uncertificated security has been registered, the issuer shall 

21 send to the former registered owner and the former registered 

22 pledgee, if any, a written statement containing: 

23 a. a description of the issue of which the uncertificated 

24 security is a part; 

25 b. the number of shares or units transferred: 

26 c. the name and address and any taxpayer identification 

27 number of the former registered owner and of any former 
registered pledgee; and 28 

29 

30 

31 

32 

33 

34 

35 

d. the date the transfer was registered. 

and at 

At periodic intervals no less frequent than annually 

any time upon the reasonable written request of the 

registered owner, the issuer shall send to the registered 

owner of each uncertificated security a dated written 

statement containing: 

a. a description of the issue of which the uncertificated 
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1 security is a part; 

2 b. the name and address and any taxpayer identification 

3 number of the registered owner; 

4 c. the number of shares or units of the uncertificated 

5 security registered in the name of the registered owner on the 

6 date of the statement; 

7 d. 
8 number 

9 units 

the name and address and any taxpayer identification 

of any registered pledgee and the number of shares or 

subject to the pledge; and 

10 e. a notation of any liens and restrictions of the issuer 

11 and any adverse claims (as to which the issuer has a duty 

12 under section 554.8403, subsection 4) to which the 

13 uncertificated security is or may be subject or a statement 

14 that there are none of those liens, restrictions, or adverse 

15 claims. 

16 7. At periodic intervals no less frequent than annually 

17 and at any time upon the reasonable written request of the 

18 registered pledgee, the issuer shall send to the registered 

19 pledgee of each uncertificated security a dated written 

20 statement containing: 

21 a. a description of the issue of which the uncertificated 

22 security is a part; 

23 b. the name and address and any taxpayer identification 

24 number of the registered owner; 

25 c. the name and address and any taxpayer identification 

26 number of the registered pledgee; 

27 d. the number of shares or units subject to the pledge; 

28 and 

29 e. a notation of any liens and restrictions of the issuer 

30 and any adverse claims (as to which the issuer has a duty 

31 under section 554.8403, subsection 4) to which the 

32 uncertificated security is or may be subject or a statement 

33 that there are none of those liens, restrictions, or adverse 

34 claims. 

35 8. If the issuer sends the statements described in 
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1 subsections 6 and 7 at periodic intervals no less frequent 

2 than quarterly, the issuer is not obliged to send additional 

3 statements upon request unless the owner or pledgee requesting 

4 them pays to the issuer the reasonable cost of furnishing 

5 them. 

6 9. Each statement sent pursuant to this section must bear 

7 a conspicuous legend reading substantially as follows: ''This 

8 statement is merely a record of the rights of the addressee as 

9 of the time of its issuance. Delivery of this statement, of 

10 itself, confers no rights on the recipient. This statement is 

ll neither a negotiable instrument nor a security." 

12 Sec. 45. Section 554.9103, subsection 3, paragraph a, Code 

13 1989, is amended to read as follows: 

14 

15 

16 

17 

18 

19 

20 

a. This subsection applies to accounts (other than an 

account described in subsection 5 on minerals) and general 

intangibles (other than uncertificated securities) and to 

goods which are mobile and which are of a type normally used 

in more than one jurisdiction, such as motor vehicles, 

trailers, rolling stock, airplanes, shipping containers, road 

building and construction machinery and commercial harvesting 

21 machinery and the like, if the goods are equipment or are 

22 inventory leased or held for lease by the debtor to others, 

23 and are not covered by a certificate of title described in 

24 subsection 2. 

25 Sec. 46. Section 554.9103, Code 1989, is amended by adding 

26 the following new subsection: 

27 NEW SUBSECTION. 6. UNCERTIFICATED SECURITIES. The law 

28 (including the conflict of laws rules) of the jurisdiction of 

29 organization of the issuer governs the perfection and the 

30 effect of perfection or nonperfection of a security interest 

31 in uncertificated securities. 

32 Sec. 47. Section 554.9105, subsection 1, paragraph i, Code 

33 1989, is amended to read as follows: 

34 i. "Instrument'' means a negotiable instrument (defined in 

35 section 554.3104), or a certificated security (defined in 
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1 section 554.8102) or any other writing which evidences a right 

2 to the payment of money and is not itself a security agreement 

3 or lease and is of a type which is in ordinary course of 

4 business transferred by delivery with any necessary 

5 endorsement or assignment; 

6 Sec. 48. Section 554.9203, subsection 1, Code 1989, is 

7 amended to read as follows: 

8 1. Subject to the provisions of section 554.4208 on the 

9 security interest of a collecting bank,section 554.8321 on 

10 security interests in securities and section 554.9113 on a 

ll security interest arising under the Article on Sales, a 

12 security interest is not enforceable against the debtor or 

13 third parties with respect to the collateral and does not 

14 attach unless: 

15 a. the collateral is in the possession of the secured 

16 party pursuant to agreement, or the debtor has signed a 

17 security agreement which contains a description of the 

18 collateral and in addition, when the security interest covers 

19 crops growing or to be grown or timber to be cut, a 

20 description of the land concerned; and 

21 b. value has been given; and 

22 c. the debtor has rights in the collateral. 

23 Sec. 49. Section 554.9302, subsection l, paragraph f, Code 

24 1989, is amended to read as follows: 

25 f. a security interest of a collecting bank (section 

26 554.4208) or in securities (section 554.8321) or arising under 

27 the Article on Sales (see section 554.9113) or covered in 

28 subsection 3 of this section; 

29 Sec. 50. Section 554.9304, subsections 1, 4, and 5, Code 

30 1989, are amended to read as follows: 

31 1. A security interest ln chattel paper or negotiable 

32 documents may be perfected by filing. A security interest in 

33 money or instruments (other than certificated securities or 

34 instruments which constitute part of chattel paper) can be 

35 perfected only by the secured party's taking possession, 
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l except as provided in subsections 4 and 5 of this section and 

section 554.9306, subsections 2 and 3, on proceeds. 2 

3 4. A security interest in instruments (other than 

certificated securities) or negotiable documents is perfected 

without filing or the taking of possession for a period of 

twenty-one days from the time it attaches to the extent that 

it arises for new value given under a written security 
agreement. 

4 

5 

6 

7 

8 

9 5. A security interest remains perfected for a period of 
10 twenty-one days without filing where a secured party having a 

11 perfected security interest in an instrument (other than 

12 certificated securities), a negotiable document or goods in 

13 possession of a bailee other than one who has issued a 
14 negotiable document therefor 
15 

16 

17 

18 

19 

20 

21 

22 

a. makes available to the debtor the goods or documents 

representing the goods for the purpose of ultimate sale or 

exchange or for the purpose of loading, unloading, storing, 

shipping, transshipping, manufacturing, processing or 

otherwise dealing with them in a manner preliminary to their 

sale or exchange, but priority between conflicting security 

interests in the goods is subject to section 554.9312, 
subsection 3; or 

23 b. delivers the instrument to the debtor for the purpose 
24 of ultimate sale or exchange or of presentation, collection, 
25 renewal, or 

26 Sec. 51. 

27 as follows: 

registration of transfer. 

section 554.9305, Code 1989, is amended to read 

28 

29 

30 

31 

32 

33 

34 

35 

554.9305 WHEN POSSESSION BY SECURED PARTY PERFECTS 

SECURITY INTEREST WITHOUT FILING, 

A security interest in letters of credit and advices of 

credit (subsection 2 "a" of section 554.5116), goods, 

instruments (other than certificated securities), money, 

negotiable documents or chattel paper may be perfected by the 

secured party's taking possession of t~e collateral. If such 

collateral other than goods covered by a negot:able document 
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1 is held by a bailee, the secured party is deemed to have 

2 possession from the time the bailee receives notification of 

3 the secured party's interest. A security interest is 

4 perfected by possession from the time possession is taken 

5 without relation back and continues only so long as possession 

6 is retained, unless otherwise specified in this Article. The 

7 security interest may be otherwise perfected as provided in 

8 this Article before or after the period of possession by the 

9 secured party. 

10 Sec. 52. Section 554.9309, Code 1989, is amended to read 

11 as follows: 

12 554.9309 PROTECTION OF PURCHASERS OF INSTRUMENTS AND 

13 DOCUMENTS AND SECURITIES. 

14 Nothing in this Article limits the rights of a holder in 

15 due course of a negotiable instrument (section 554.3302) or a 

16 holder to whom a negotiable document of title has been duly 

17 negotiated {section 554.7501) or a bona fide purchaser of a 

18 security {section 554.8391 554.8302) and such holders or 

19 purchasers take priority over an earlier security interest 

20 even though perfected. Filing under this Article does not 

21 constitute notice of the security interest to such holders or 

22 purchasers. 

23 Sec. 53. Section 554.9312, subsection 7, Code 1989, is 

24 amended to read as follows: 

25 7. If future advances are made while a security interest 

26 lS perfected by filingL or the taking of possession, or under 

27 section 554.8321 on securities, the security interest has the 

28 same priority for the purposes of subsection 5 with respect to 

29 the future advances as it does with respect to the first 

30 advance. If a commitment is made before or while the security 

31 interest lS so perfected, the security interest has the same 

32 priority with respect to advances made pursuant thereto. In 

33 other cases a perfected security interest has priority from 

34 the date the advance is made. 

35 Sec. 54. Section 554.1201, subsections 5, 14, and 20, Code 
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1 1989, are amended to read as follows: 
2 5. ''Bearer'' mean~ the person in possession of an 

3 instrument, document of title, or certificated security 
4 payable to bearer or endorsed in blank. 

5 14. 

6 title, 
"Delivery" with respect to instruments, documents of 

chattel paper~ or certificated securities means 

7 voluntary transfer of possession. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

20. "Holder" means a person who is in possession of a 

document of title or an instrument or eft a certificated 

investment security drawn, issuedL or endorsed to that person 

or to that person's order or to bearer or ln blank. 

Sec. 55. Section 554.5114, subsection 2, Code 1989, lS 

amended to read as follows: 

2. Unless otherwise agreed when documents appear on their 

face to comply with the terms of a credit but a required 

document does not in fact conform to the warranties made on 

negotiation or transfer of a document of title (section 
554.7507) or of a certificated security (section 554.8306) or 

19 is forged or fraudulent or there is fraud in the transac:ion: 

20 a. the issuer must honor the draft or demand for payment 

21 if honor is demanded by a negotiating bank or or other holder 

22 of the draft or demand which has taken the draft or demand 

23 under the credit and under circumstances which would make it a 

24 holder in due course (section 554.3302) and in an appropriate 

25 case would make it a person to whom a document of title has 
26 been duly negotiated (section 554.7502) or a bona fide 

27 purchaser of a certificated security (section 554.8302); and 
28 b. in all other cases as against its customer, an issuer 

29 acting in good faith may honor the draft or demand for payment 

30 despite notification from 

31 other defect not apparent 

the customer of fraud, forgery or 

on the face of the documents but a 

32 court of appropriate jurisdiction may enjoin such honor. 

33 EXPLANATION 

34 This bill adopts amendments to Article 8, the uniform 

35 commercial code - investment securities chapter, recommended 
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1 by the national conference of commissioners on uniform state 

2 laws in 1977. The scope of the title is broadened by the 

3 amendments to include both securities which are "reified", 

4 i.e., represented by certificates or other instruments, and 

5 those which are not. Reified securities are termed 

6 "certificated securities" and constitute the entire subject 

7 matter of Article 8 as currently in the Code. The latter 

8 group are termed ''uncertificated securities" and are not now 

9 expressly covered by the uniform commercial code. The revised 

10 Article 8 governs the relationships, rights, and duties of the 

11 issuers of and the parties that deal with both certificated 

12 and uncertificated securities to the same extent that present 

13 Article 8 governs such relationships, rights, and duties with 

14 respect to certificated securities alone. 

15 The Article does not purport to determine whether a 

16 particular issue of securities should be represented by 

17 certificates, in whole or in part. It is contemplated by the 

18 commissioners who drafted the revisions to Article 8 that the 

19 determination of form will be made by the issuer under 

20 appropriate state Blue Sky Laws or federal law. It is further 

21 contemplated that a particular issue of securities may be 

22 partly certificated and partly uncertificated, in which event 

23 the determination will be at the option of the owner to the 

24 extent that the issuer permits. 

25 The basic form of the Article has not been disturbed. Only 

26 four new sections are included: 554.8108; 554.8321; 554.8407; 

27 and 554.8408. 

28 Conforming amendments are also made to Articles l, 5, and 

29 9. 

30 

31 

32 

33 

34 

35 
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AN AC'I' 

R&I,ATING TO ARTICLE 8 OP' THE UNIFORM COKMERCIAI. CODE, BY 

JNCI.UDING BOTH Ct:RTlFJCATtm AND UNCERTIFICATEO SECORITIES 

WITHIN THE SCOPE OP ARTICLE 8, AND BY MAKING CONt'ORHING 

AHENOH&NTS TO ARTICLES 1, 5, AND 9. 

HE n ENAC·rED BY' THE GENERAL ASSEHBI/t OF 'l'HE STATE OF IOWA: 

Section 1. Section SS4.8102, Code 1~89, la amended to read 

as follows: 
5,4.8102 DEFINITIONS AND INDEX OF DEFINITIONS. 

1. In thie Art1cleL unless the context otherwise requires 

aT--A-Yeee~rttyY-is-en-tnstra•ent-which 

tT--is-issaed-tn-hearer-or-regiatered-fornr-anC 
tiT--ia-of-a-type-co~onlJ-dealt-in-bpon-aeedrities 

e•ehan;cs-or-~arkets-or-eoS3oftSy-reco!nised-in-any-area-tn 

•hieh-it-ia-isa•ed-or-dealt-t~-aa-a-eedlum-tcr-inveet~eftt1-an~ 

ttt.--ts-either-one-of-a-elasa-cr-aeries-or-by-its-ter~s-is 

dtvisibie-ifttc-a-elase-or-eeries-of-iftatraaenta;-and 

ivf--evidenc•s-a-s~arey-pa~tieipation-or-other-+nterest-in 

property-or-in-an-enterprise-or-evt~eftees-aft-obti9atio"-ot-the 

tsauerT 

a. A '"certlf!~!!.!!E!!!itY'' 1& a &hare, partici£.!!10n_~ 

ill.!!._.!!l~!.!.!:st._!n property of or an ente!.E!.!se of the issuer 

or an obllqatton of the issuer which 1! 
i. represented by __ .!!l.J!'.!l!.!!tnent _ '-'uued in bearer or 

!!.91stered loraq 

li.:..._of . ..!...!i'Pe corntDonly dealt ln on_!!£~!B.!~!.~~ch&.!'Jl8S...£! 
~au __ or cotna~only recogniud in an.Y..._.!!~a in .which it is 

issued or dealt in as a medium for in~~!.tment!~~ 

l1 i. either one of a .f.~!!!. 2L.!!.! !!.!._or_...£¥ .. ..!.!!...!~ 

~~l!!.~~.l!!.H! _!. £H!!. Q~ .. !~£!!!..2~ -~~ares, part lcipati~!l!!.!. 

!!!~!_!.est !L..51L.2~J! 9!~ !2!!!! 

• • 
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£:..._At\ .. :I!D:!:!:rt 1 flea ted &e£!!!~.! !!...__!._h_af.!.L.P<1_.! tic i£!.H2.!l.L 

2! .£~!!.....1!\terest in prop!!_ tV or an_.!!!terpr lee of the.!.!..!.!!.!!: 

~obH . .9!!:!Q!l .. .2t ~h! .. !.!~~h!£h is 
!: _ !10t_~Ereaented by Gf!_Jnstrument and .. ;h! .. tranaf!.L~! 

which h registered upon b2oka maintained for that E"~£~~ .. !?1 

Q! on behalf o!_~!-!!~!!J. 
!..l.!_~.!_!.f2& cocnmonly deaH .. !n on securlt1~! exchanges or 

markets; and 

.!.ii. either.£!l.!._..Q! a class or B~!.!ea or by its te~~ 

divlslble _ _!nto a class or ser_les_Q~.at"larea, partlclpations, 

inter~!~!t.or obligations. 

Do ~ "se£!!!Hl'.• la either a ce!tiflcated or •!! 
uncertlf!£!.~~~ security. If .. ..! .. securlty ia certltlcated, the 

te!!!!.!._"securlty• and __ :certitied secur!.~Y-~ tr~ay mean elth!!! ... ~~! 

intangible in~!!.!_!!!~t. the instrument !epresenting tt"!~t 

interes!_.t __ ~!. both, as the context requires. A writin9 whtch 

tha! ls a certificated security is governed by this Article 

and not by t~nUorrs-eo~~~Jaeretal-eode----eoi!VIlerei:Dl-paper ~f.t icle 

1 even though it also meets the requirements of that Article. 

This Article does not apply to money. If a ceH.lfica!:_ed 

!~£!:!f.!~ has been ret!_l!!!~_Ey_ or surrendered to. ;r!!:_ issuer o~. 

H.!. transfer agent tor reasons other .~ha!l .. f.!9istration of 

transfer L.2-~!!~!. -~~mporary purpos!L.P!.I~~n;.. exchange, Of 

!£SI~!!!:!U~~ the lsauerL...~r!!!:.. security shall be tr!:!.~~~....!! 

!!!...~!\certificated secu!.H . .Y .!2!....J!!!..!POses of this Artl£!!..!. 

c ~· A certif!E!~!2 security is in "registered form" •hen 

!f: 

.!..:_ lt speclf1es a person entitled to the security or to 

the riqhts it evidences represents! and •hen 

!!~ its transfer may be reqlstered upon books maintained 

for that purpose by or ot\ behalf of an !h~ UJsuer.!. or the 

secur1ty ao states, 

d !• A certificated security is in ''bearer form'' •hen ~f 

lt runs to bearer accordin9 t() its terms and not by reason of 

any ~ndorscment. 

(/1 
'TI 

'" ..., 
(1\ 
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2. A ''aubsequent purchaser" is a perlion who tak.es other 

than by original issue. 
3. A "clearing corporation• l& a corporation ~g~ste~~d as 

! .. "cle~~--~qency_" as UI!~~E..__!!~cral. aeq~.f it ie:~_la~!._,2!_. ~ 

£2rpor_!tion!_ 
a. At least ninety percent of the ~h2~! capital stock of 

whieh is held by or for one or more peraone 7 -other-thmn 

hcthiduala, Q.!.ganiza~.~none _Qf_which~~!l.!!. .. ;han.! 

!!!~ion~!. ~!~.!~.!:xchang~- or a!!!2£!!t ionc_hol~!....!..!l. !:!£!!:! 

_2f twe:fl_~~.rcent £L.!.!!.!_£!~! sto~~-2..L.~he c~!..E.2.!!.~!.2.!!t 
each of •hoe whi£h is 

i. is subject to supervlaion or re9~lation pursuant to the 
provisions of federal or state banking laws or state insurance 

laws, or 
ii. is a broker or dealer or investment company registered 

under the 9eeurttiea-8xehan9e-Aet-of-l93t- tt8-Btmt~-88h-l:S 
u.a~e~-~ea-et-eeqTt-or-tne-ln•estMent-eo~pmny-Aet-of-1:949-tS4 

9tmto-Y89T-l5-YT9oeo-89a-l-et-aeq~t ~!l aecufitie!. laws, 

or 

iii. ts a national aecurit1es exchan9e or association 
re9istered under m-atmtute-cf-the-Untted-Statea-aueh-aa-the 

9eeurtttes-Hxehange-Aet-of-l93t the feder!~ ~!l~les !~~~· 
and none-of-•ho~y-other-than-a-national-seeurittaa-e~ehmnge-or 

a~aoetationy-hoida-in-e~eeaa-of-twenty-pereent-of-the-eapitml 

stoe~-of-auek-eorporation1-and 

b, Any re~a1ning capital stock. of which ia held by 

individuals who have purchased a~eh-eapttat-etoek !1 at or 
pr1oc to the ti~e of their taking office as directors of aaeh 
the corporation and who have purchased only eo much of such 

capital stock as ~mr-be 1& necessary to permit them to qualify 

as aaeh directors. 
4. A "'custodian bank." is anr ~ bank or trust company whteh 

~hat is supervised and examined by stat.e or federal authority 

having supervision over bank.s and whieh Is acting as custodian 

for a cl~arin9 corporation. 
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5. Other defi~itlons applying to this Article or to 

specified Parts thereof and the sect1ona in wh'-ch they appear 

are: 
"Adverse clalco''. Section 5!:thB39l ~~8302. 

''Bona fide purchaaer''• Section 5~4.8102. 
''Broker". Section 554.8301. 

~~;or", Sect!£!! 554~-~h 
"F 1 ~anc la 1 Intennedhcy" • .§.!Ct ion ~54. 8311. 

"Guarantee of the 
signature'', Section 554.84()2, 

~!!l.__ll!~!action 

!1!!~~.:. 
~!truction'". 

"Intermediary bank". 

"Issuer". 
"OYer issue". 

'"Secu~f.~ 

"Security agreement•, 
6, In addition Article 

of construction 
this Article. 

section !154:..!..!!!:. 

§!!£l!~~!:.!!Q.!.!.. 
Section 554.41()5, 
Section 55t.6201. 

Section 554.8104. 
Section __ ~~ 

Se£t ion ___ s 54.~ 1 os. 
contains qeneral definitions and 

and interpretation applicable principles 
throuqhout 

Sec. 2. 

follOWS I 

Section 554.8103, Code 1969 1 is a~ended to read 46 

SSt.SlOl ISSUER'S LIEN. 
A lien upon a security in favor of an 1asuer thereof is 

valid againat a purchaser only if! 
L__.;.~~illY-.l!....£!!.!..H.icated and the rlqht of the 

issuer to aueh ~ lien ls noted conspicuously on-the-seeurttr 

the r eo!!_l. _£!_ 

b. ____ ~he se_E!!~.l! unc~f~ificated .a!l..!!.....!...~Q.tati£!l._2f __ the 
riqht _ _2'f._the !~~ .. to the ~!.!..!2.._!...!.....£2!'!tained_!!!....!.h~L..!..!!.itial 

t ra~!act ion .!:~·He~e~!- sen~ .~o t11~~chase!__.2!~- the 
~-~-~~ase r 's L~t er es~...!..!.__!~~!'S fe~ red _!Q__ t h~-_p~u;has!r oth~!!:!. 

~!'!:!~ ~9 ~ ~!. r at_~2~ . ..2.L~ ~ !!!''" f ~~.!.....EJ.-~~9.!.L.9! __ re le~!£..!._.~~! 
-~ ~~ ~ !~D!~!':~~ct i2~ ~tat ~~~!!!_~.~!l~- ~-~!~g~ster~~~!"l_er O.f 

t:~~ ~£9-~~~!'~c~ .E_ledg~~· 
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Sec. 1. Section 5S4.6l04, Code 1989, iu amended to read as 

follows: 
SS4.8104 EfFECT OF OVF.RISSUI:i -- ''OVf.RlSSUIL" 

1. The provisions of th~s Article which validate a 
security or co~pel its issue or reissue do not apply to the 

extent that validation, lsaue or reissue would result ln 

overiasueJ but !fl 
a. U an identical security which does not constitute an 

overissue la reasonably available for purchase, the person 

entitled to l6eue or validation may compel the issuer to 
purchase and-deli•er-a~eh-a the security to !2! that p~raon 

and. either to deliver a certifi£~!!~ !ecurlty or t2_!~qtster 
the transfer of an unce! . .t.H!cated security tg: !nat person 
a9ainst surrender of the any certific~~!£ aecuri.tyr-if-anyr 
which that person holds1 or 

b. if a security ls not ~o available for purctlase, the 
person entitled to issue or validation ~ay recover from the 

issuer the price that person or the last purchaser for value 
paid for it with interest from the date of that person'e 

demand. 
2. "'Overissue" means the issue of ~ecuritiea in e:<Ce$9 of 

the amount which the issuer has corporate power to issue. 
Sec. 4. Section 554,81DS, Code 1989, is amended to read aa 

follows 1 
554,8105 CERTIFICATED SECURITIES HEGOTIABI,E =--~'r~'!EMENTS 

AND _JNS'_!~UC!!Q~l! .. NOT __ ~EGQT.IABL~ -- PRESUMPTIONS. 

1. Securi:ti:aa Certificated securitie! 9overned by this 

Article are negotiable instruments. 

.!! .. Statements {section 554. 840S), not ice&..L..£! __ ~h!...J..!!.~L 

sent ~he i!_!~~!...~2f-~!'.£~~l!.!£ated~~!.!.t~~_!!!Q 
ins~t ions ~i~!£~!'2!! .~S4 !.810~1...!!!. !!~t~~!L.~!.9Q!!abl~ 
~~struments nor certificated sec~r~~!~~! 

i ~· In any action on a security: 

a. unless specifically denied i.n the pleadings, each 
signature on the a certificated security or..!. in a necessary 

• 
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endorsement, on an initial tra~_!~~~!~!'!. state~_!!!.~J .. 2r. 2!! .!!~ 
.!.n.atructlo!'!J. is admitted; 

b. 111hen if the efhctlvenE$&8 of a a1qnature is put in 

issue-' the burden of establishing it Js on the party clairnln9 
under the slgnatureL but the si9nature ia presuoed to be 

9enuine or authorhed1 
c, when .!! si9naturee on a certificate!! .. ~E..!..!:Y are 

ad111ltted or established.L production of the i:nstral!lertt !~£':!!".H.~ 

entitles a holder to recover on tt unless the defendant 
establishes a defense or a defect going to the validity of the 

security J arul 
d. if signatures on an Initial transact!on statement are 

ad~!H.ed or es~ablished, the facts_ !!..!!~!L!n the statement are 

pres~~~.!.!?:....E!....!!..!!!....!!LO! ~!h! .. t 1me of its lssuan_£!_L.!!I..s! 
d ~· after it is shown that a defense or defect existsL 

the plaintiff has the burden of establishing that the 
plaintiff or some person under who~ the plaintiff claims la a 

person a9ainst whom the defense or defect is ineffective 
{section 5S4.8202). 

Sec. 5. Section 554.8106~ Code 1989, la amended to read as 
follow& 1 

SS •• 8106 APPLICABILITY. 
The law (including the conflict of laws rules) of ~~! 

j':!!!.!5!!.£tion of organization of the issuer qover~! 
Yhe the validity of a aecurity.L-!he effectiveness .2~ 

£!3!Qtr~~!~~e ieeue£L and the riqhta and duties of the 
issuer with respect to! 

!..!_ registration of transfer of a certificated !~5:!:!!!!1.!. 

are-9o•erned-by-the-ta~-tinetading-the-conf!ict-ot-:aws-r~leat 

of-the-j~rtadietton-of-orqanizattort-of-the-iasuer~ 

~g_!~~!.~ ~!2.!!-E! -~ !:~~!!! ~J.~.e!~--~9~!.--9~.~.! ~!!~~! --~~ 
~£!!.!.!!!~.5!~.£~ .~!Cttf_!!~.!. _!~~ 

<!_':._~n£l..!}g_ <!! . ~tat em~[!;§: .. 2'!~.~!1£~!.!..! f ic!_~!!. !!£~£ 1 t i ea.:. 
S~c. 6, Section SS4.8107, Code 19S9, is amended to read as 

tallows: 

Ul ., 
~ 
Ul 
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554.8107 SECURITIES 9EbiVSRA6bE T~~NSf~~~BLE --ACTION FOR 

PRICE. 
1. Unless otherwise aqreed and subject to any applicable 

law or re9ulation respectin9 short sales, A person obligated 

to deliver transfer securities Pay Oeitver ~~~efe: any 
certi~icated security of the speclfled las~e in bearer form or 
re9istered in the na~e of the transferee~ or endorsed to the 

transferee.L or in blank.L~!'e tr_!n&fe!~!x..__!.!!nsfer._an 

~!~ale~~~!.t it icated secur i!~_!£...!-he tr.~nsf!!!!....£L . .! 
person designated by the transferee. 

2. ~hen!! the buyer tails to pay the price aa it comes 

due under a contract of sale.L the seller may recover the price 

of.!. 
a. of £!.!_tlfic~~ed securities acc&pted by the buyer1 and 
~:.~!:rtlfl£_!~ed S!Curlt!_~!....!...t"!•H hav.e been tran!!ferr~d to 

!-~~!-~ .. £!!..!.2.!l. dulg!!ated J?Y...!...~~- _buyer_l. and 
b £· of other securities ~f efforts at thelr resale would 

be unduly burdensome or it there is no readily available 

market for their resale. 
Sec. 7. NEW SECTION. 554.6108 REGISTRATION or PLEDGE AND 

RELEASE OF UNCERTIFICATEO SECURITIES. 
A security interest ln an uncertificated security may be 

evidenced by the re91stration ot pledge to the secured party 
or a person desi9nated by the secured party. There can be no 
more than one registered pled9e of an uncertiflcated security 

at any time. The registered owner of an uncertJflcated 

security ia the person in whose name the security is 
re9iatered, even if the security is subject to a registered 

pledge. The rights ot a re9istered pled9ee of an 
uncertificated security under this Article are terminated by 

the re9~stration of release. 
Sec. 8. Sect~on S54.8201, Code 1989, is amended t~ read as 

follows: 
554.8201 ''ISSUER.'' 

• 
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1. With respect to obliqations on or defenses to a 

security ''issuer'" includes a person who..:.. 
a. places or authorizes the placln~ of that person's name 

on a £!£!!ficated security (otherwise than as authenticatin9 
trustee, re9istrar, transfer a9ent.L or the like) to evidence 

that lt represents a share, particlpatlonL or other interest 
in that person's property or in an enterprise or to evidence 

that person's duty to perfor~ an obli9atlon evidenced 

!~2£!!!nted by the £!!~icated security1 er 
-'!!.-~~~!!..!L.....£!!.~!..£.!£:!tiona or other interests-~ 

the person's prope!..!l......f!! . ...!..!l....!..I!....!!!lli.P!.!!!......Q.L~-~ 
obllqatio!"&, whi£_h ahare.!.L__.E!rtici~ns, interests, or 

obl1qationa are_~~!ficated securities; 
b £· directly or indirectly creates fractional interests 

1n that person's ri9hts or property~ which fractional 

interests dre evt-deneecl !.!.2.!!!!ented by £!!_!...!Jicate£ 

aecurities1 or 
e ~· becomes responsible for or ln place of any other 

person described A& an issuer in thia section. 
2. With respect to obli9ationa on or defenses to a 

securltyL a quarantor is an issuer to the extent of the 

quarantor's 9uaranty.L whether or not the 9uarantor'a 
obligation is noted on tke ~tiflcated security ££_2~ 

!~atem~f~tS of _!!!!cert!~!~uri.U~~- sent.~uant ~2 

!!£lli!L~54.84Q~. 

J. With respect to re9istratlon of transferL-2ledg~t-2E 
!~!! (Part 4 of this ArUcle)!. ''issuer"' means a person on 

whose behalf transfer books are maintalned. 
Sec. 9. Section S54.8202, Code 1989, is amended to read as 

follow~ 1 

SS4.62G2 ISSUER'S RESPONSIBII.tTY AND DEFENSES -- NO-riCE OP 

OEfBC·r OR DEFENSE. 
L t:ven aqainst a pltrchaser for value and without notice, 

the terms of a security include! 

• 



• 
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~---g· ~!l...!___!!£~!H.Y....!....f! . .';!!.~-~icca~.!~t those statad on the 

aecuritYl 

~ .. !f -~~e !»ec~:J.!L.!!. !-!~ce r t H ~~~-~~L..!_flQ!! .. ~9~.~f!! f!~<!-.1 n 
the 1ni t ial _H!!lsact 1~,!l_stah~~~t senL_~ !!:~!L...P:urchaser • .. ...2~ 

.!.! . ..!...t!.~ . .P.~~!..'.!..l..!!.!..!~~st is transferred_.~<2. ~!!!t . ..E.I:!!.£ha&er 

oth~r tha~. t?~ili~.!_ation !?~ tran&l!:!.t.._.EledqeLQ!" .f!!~!~!..!. 

!.!l!_!_nitial_Hansact!2~....!!lli!!!!"~ sen~.!:2_.the regletcred .Q!!.!!!.!. 

or -.ill.!..!.~!~~ed~!!.i and 
£!. those made part of the security by referenceL~~--~he 

£!!.!..!~1£!~ed a.ec!:!~! _in the initial tr!~!!..<H_!on statam!fl~ 

to another instrument, indentureL or document or to a 
constitution, statute, ordinance, rule, re9ulation, order or 
the llkeL to the extent that the terms so referred to do not 

contlict with the etated terms !tated_~~ ~~e certificated 
!!!:~uri.ty __ _2r cont!~!'ed in.the init~:!l statement. Stten-e ~ 
reference under thls_p~raqraph does not of itself charge a 
purchaser for value with notice of a defect going to the 

validity of the security.!... even thou9h the cert1t~ 
security £r atat!~ent expressly state~ that a person accepting 

it ad~its eaeh notice. 
2. aT A f:!!li!.l.£!ted security !_l! .. !ne hands_2f a purc_t~as!.!_ 

[.Q!:_._y_al~.2!.....!.!!...~!!certi f icated &!_f:..!!..!..!.!Y~! .~.£!! ~n ioi t la! 

transa£_tioo_.!~ll.!!!!!nt haa b!.!!!.....!!.!!L.!.~ _ _!__.P~££.!l~2L value.!... 
other than one !. aecuri£1 issued by a government or 
governmental a9ency or unit L even though issued with a defect 
going to ita validity.!... is valid in-tne-haftda-of-a wi~~_!esp&£! 

!O th~ purchaser fcr-ya\~te-a"d if the .. P~fchaser is without 
notice of the particular defect unless the detect involves a 
violation of constitutional proviaionsL in which case the 

security is valid tn-the-t'llutda-of ~!H!. res2~£.t..!2 a subsequent 
purchaser for value and without notice of the defect. 

bT--fhe-rde-of-aabparaiJraph-ua• !_h__!!!..._ sub~~S~ appl i ea t.o 

an issuer whieh ~!!~ is a government or governfflental agency or 
unit only i.! ei.ther there hcls been substanti.al compliance wi.th 
the leqal requtre~ents governin9 the issue or the issuer has 

tl 
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received a substantial coosidtnatlon for the issue as a whole 

or for the particular security .and a stilted purpose of the 
issue is one for ~o~htch the isauer has power to borrow money or 

issue the security. 
J. Except as otherwise provided in the case of certain 

unauthor tzed siC)natures on-haae 1 sect ion 554.8205), lack of 

genuineness of a certificated security or an inttial 

transa£t!~~~~~ Ia a co~plete defeneeL even against a 

purchaser for value and without nottce. 
4. All other defenses of the i&suer of a cer.~lficated or 

uncertlflcate2 security, Including nondelivery and conditional 

delivery of t~e a certificate~ securltY.t. are ineffective 
against a purchaser for value who has taken without notice of 

the particular defense, 
5. Nothing In thla section shall be construed to affect 

the right of a party to a ~when, as and If issued'' or a ~when 

distributed'' contract to cancel ttle contract in the event of a 

material change in ttle character of the security which that •a 
the subject of the contract or in the plan or arranC)ement 

pursuant to which &~te~ !..h~ security is to be issued or 
distributed. 

Sec. 10. Section 554.8203, Code 1!}89, la amended to raad 

as follows: 
554.8203 STALENESS AS NOTICE OF OEPtCTS OR OfFENSES. 
1. After an act or event •hich-ereatea creat!ng a rlC)ht to 

immediate performance of the principal obligation evidenced 

repr~~~~~ by the !_£ertif1£At~ security or •hieh that seta 
a date on or after which the security is to be presented or 
surrendered for redemption or exchange, a purchaser is charged 

.,..ith notice of any detect In its Issue or defense of the 

issuer !_f: 
a. 1:-f the act or ev~nt is one re<luirinC) the payment of 

rnoney or.!. the delivery of £ertif!cate!! securlties! ... ~ht! 

!~-3'-~.!.!...!2! ion ~f.-~_~ans.fl!£. 9~. ~!l.£!!_t!.!!£!led e~!=urit~.!:.!!. or hot:h 

~~l.__Q-~ ~~es~ Oil ptesentaUon or surrender of the cer~!_.t!..£_ated 

Cll 
'TI 

~ 
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security enO-~uehL~h! funds or securities are av~Jlable on 
the date set for payfllent or e.:chan9e.! and the purchaser takea 
the security ll'lore than one year after that date; and 

b. tf the act or event is not covered by paragraph ''a" and 
the purchaser takes the aecurJty more than two years after the 
date set for surrend~r or presentation or the date on which 
sdeh performance became due. 

2. A call •~ieh ln!! haa been revoked 1s not w!thin 
subsection 1. 

Sec, 11. Section 554.8204, Code 1989, is amended to read 
as tollowez 

554,8204 EFfECt' OP ISSU~'S RESTRICTIONS ON TRANSPER. 
Hnlese-neted-co"spteuously-on-the-aeearity-a ! restriction 

on transfer 2f_!_secur!!Y 1~pOaed by the lsauerL even though 
other~ise la~fulL is ineffective except agaln't a ~ person 
•ith wilhou1 act~al knowledge of 1t7 uol!!!~ 

~ ·-~!'~..!....!.!£!:!.!..!!..¥...!!. ...£!ill~!.£ill~ the ...!.!!!:.!i ct i of!_.J.! 
not~£on se!.£~!.ll_!!!~Q.!!J....£! 

~ -~~l!.L!~illf!E~and __ ~i.!2!L2f the 
!eat! l ct i .Q.!!_ l a con!..!~U!!....!h!_l!l!lliL~!'_!_~Sa£!.!2!!....!t at~!}.!: 
senL.! . .Q_ ;~..2!!:..!.2!'~!.L.l.i. ttle__R_~.!....!.!ltef.!!L.l.!_!.!!!!!!fer.red 

~ ~ !£!L2!.h!!.--.! han ~gl.!.! rat l 0'!---2!~illL...£ l edSl!.t. 
or releas~the initial transaction statement sent to the 

!...!9..! a tee!.!...£~~£.....~. the _ _!.!:91 st er!Ule~9.!!!. 
Sac. 12. Sectlon 554.8205, Code l969, ia amended to read 

as follows 1 
S54.820S EfFECT 0~ UNAUTHORIIBO SIGNA~URB ON ISSYB 

£ERTif.ICA1'8D SECURITY 0!_! INITIAL 'l'HitNSAC'J'JON S'l'A'l'EHEU.!· 
An unauthorized aiqnature placed on a ~~!~ security 

prior to or in the course of issue Q~_Et~~~~itial 
ll!I\Bactl£.!2.8tate!!!!!._~ is hleffective!. except-that- ~~!. tho 
signature 1s effective ~n favor of a purchaser for value and 

of t~!. cerW!.~~ed __ !!!:~!..!J1..2! .~!'as.!t!_. for ~lue _£.!___e[! 

~!!~i. f i.cat!..!!..J!ec~lli' .. !.2.__whQ!!l_~£~.!!"'_g i.a!__t~:~!:!ac~!.Qn 
st<l_Hment..l!!!!. .. be~~~nt !__J L . ..!:n~..J?.~.~~~!_l! \o'i thoul not ice of 
the lcick of ~uttlocity !!.!!~ it th~ ai.9ninq has he~n done by.=.. 

• • 
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a, an atlthenticatlng trustee, reglatrar, trilnafer agent or 
other person eotruated by the Issuer w1th the sl9nln9 of the 
security cr!. of similar securities!. or of_init!!l_!!~ac~ion~ 
st~~~nts .2! their ~~ Immediate prepar•tion for s1gn1nq of 

!.'!I. 2!.__lli~; or 
b. an employee of the lasuerL or ot any ot the foregoing!. 

entrusted with reeponaib!e handling of the security or initial 

!!~!!!£!...!~!!:.!~. 
Sec. ll. Section 554.8206, Code 1989, i& amended to read 

as followsz 
5S4.8206 COMPLETION OR ALTERATION OP fN9¥RUH8N~ 

CERTIPICAT£0 SECURITY OR INITIAL TRANS~CTlON STATEHEN'l', 
l. Where If a certificate~ security contains the 

si9nature11 necessary to its issue or transfer but is 
incomplete ln any other respect! 

a. any person may co~plete it by filling ln the blank$ as 
author ir.ed: and 

b. even though the blanka are incorrectly filled 1n, the 
security aa completed is entotceable by a purchaser who took 
it tor value and without notice of eueh ~ incorrectness. 

2. A complete ~ic!!_!~ aec~o.~rlty wPiieh ~ haa been 
i~propetly alteredL even though fraudulentlyL remains 
enforceableL but only according to its oclqinal terms. 

~-~-initial transaction statement co~tains the 
~gnatures nece!~.!.Y__to ita validi~ but is incomplete ln ~ 

othef ....!_!:Spec~ 
~----.!!"LPers2..!!._.~l___£otnplete !..!...El::._fUlinq jn the_bl~ks .!_! 

author i ~!.!1. .. and 
~-!~~ th~~!L . .! he .E.!.~nl(l!.__!!!_l ncot r.!£.t!.x._!i!!ed . .!..O:L.the 

~taterne~~!....£9~~ et!.!!_J:..!_ e f_!ect 1 ve 1 n_!~ _ __Q_f _..!:...f'!!.....e.£!!9.~-~ 

~hoa. ..!.!. ~!.!.!l.!:...J..!_ihe .E.!!~I'!.....e.~ased the ~curJ:..!..y_~ferre~ 
~£....!~!.!.!~for -~!ue and wl. t~out notice of the in cor f!:Ct ne!!_!.!. 

.i!.._!!....£2!~.E_.L~~-.!...!l!.!..!~.t rana4ction at'!tell"!~Uhat ~U.!.!!! 

~~Q.E.~~.!.L~.U!~edL.!~~ho~g_f! t raud~k'!!l.l' t....J!!_J!.!_!!ct i ve...!.!J 
fav~~!.Y.t2_ E!!!.E~~!..._~. ~~'?~ ~.Lha~. be~n...!:...t__~! .~!1 

!!££~~~!~9 . ..! ~ __ !_ t s. or i s.J..~~!._ ~£.!.~.~ 
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Sec, 14. Section S54.8:.!0?, Code l!U39, is amended to read 

as follow&: 

554,82()7 RIGIITS OF lSSUF.R WITH RESPECT '1'0 REGISTt:RIW 

OWNERS. 

1. Prior to due presetltrnent for ra9lstration of transfer 

of a £!!H!!!~!~!:.!! security in registered forf"'..t the issuer or 
indenture trustee may treat the registered owner as the person 

exclusively entitled to vote. to receive notif!catlona.L and 

otherwise to exerciae all the rights and power& of an owner. 

b __ Su~i!ft to the provisions of subsections ~!. ~f .!!L..!! .. ~f 

the lsauer or . .!nd!£!tUr!.___H~!te!._.~__l!!~L the__!!g1stered owner 

~-!" uncertificated security as the person exclusive~ 

ent it 1 ed .. to __yot!:.! to _!ecei Y.!:_'l2:t!.! icaH.2:!!!L .. !!!~ otherwise to 
!:!!!Cise all the riqhta and powers of an owner. 

L__ .. '!~~ -~!g_~st~!!t.! .. ~!...£L~~ uncer t.!f.ic~!!!! .!ec~ill that 
is subject to a registered pledge is not untitled to 

!..!9.! st r.!~!.Q!! .. .2'.L~!..!!l.!~!.Llli£L_~o the due prese!!tme!!_t__!.Q__!he 
issuer of a release instruction, ~he exercise of conversion 

!l9ht!_~ i th r .!.!P.!:£!...1~~!! ible uncer tl f icat!g__!!£!:!!l!I 

is a transfer within the meaning of t~!!_~ctlon. 

h_ .. ~!! due presentment of a transfer instruction frocn the 

!.!.9htered pledg£e of __ an uncert1.ficated secu!.!.!.Y..t .... ~~i!!..!!~! 
shall; 

a. register the transfer o! t~_!.....!!f:uritr.~ .. ~he 11ew owner 

~!ee of pledge, if the instrucUon .!.P!£!t!.!!:_ a new 0~£1..!! .. l.!!h2 
may be the reqhtered __ pled9.!!l_and does not specify a pledqeet 

h___!!g!ster the transfer of the security to ~!1..!. __ new owner 

!Ublect to the interest of the exi&~!~9 . .P!edqee, if the 

instruction &pec!f!!!!.. .. .! .. !l~~!.!. . ....!~.~he .. !!:l' ist ing eled9,!:!.L....2! 

S~--!!.9hter the release o! _!he security f~2m the e~!!H!!S 

~!L!n.!!_reqister the pledge of the secur!_ly_J.~ .. _the O!!:!~! 

E~edqee. t~ __ th~ __ instruction specifies the exi!!!..l£1..9 owner and 

!nother pledge~.!. 

~- . .fontinuity 2~ i?~!f.!£H2!!....2'f ~--!!~!..!.!:t intere~~ !.!L~-9~ 

~oken . .EY......!~!.~~~!~~. 2f. ~~~!!l!..f!:..!.. .~nder subsection_{ ~1 {2.1 .. 9~ 

-
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~---~~9.~~~~t i.~!! ~-.!:!!~~~- ~!}~ _p!~~Q~!!_n~~.: sub~ect !2.~ .. -~llil..t 
!~ .. ~he .. .!!~.!..!!...l.!Y._! nt er~!L is _!!&g !.gned. 

~-!.L.!!:! ... !!...'!9 .. ert!ficated security is subject to a 

!~9!!~!~!!~.El!~9~l 
~· any uncertificated securities lastJed in exch!.!!9! tor....Q'!. 

distributed w!1h respect_ to the pledged security shall be 

registe!!.!!_!~~:.1ect t~L~~! ... .Eledg!l 
b, any c~rtificated securities hsued in exchan_g~l...crr.-.2! 

distributed with respect to the pledged security shall be 

del !..Y!!!!!._~~- the .... !!:9!!~!!.ed E1~~9.!!.L_!nd 
c. any money paid in exchange for or in red~!!2n...Q!_part 

or all of the security shall be paid to the registered 

pledg!e. 

i 1· Nothing in this Article shall be construed to affect 

the liability of the re9istered owner of a security for calls, 

assessmentsL or the like. 

Sec. lS. Section 554,8208, Code 1989, is amended to read 

a& follOWS! 

!154.8208 EFPBCT OP' SIGNA'WRE OP' AUTtiEN'TICATING t·RUSTEE. 

REGISTRAR OR TRANSFER AGENT. 

1. A person placinq that person's siQnature upon a 

certificated security £! .. .!!! .. !nll_!al transaction statemell~ as 
authenticatin9 trustee, regiatrar, transfer aqentL or the 

likeL warrants to a purchaser for value 2:f_l~~- certificated 

!!£~!~ .. 2-!.....! . .eurchaser for value of an uncertif!£!.!!!! 

Se£!:.f!!.Y ... ~~2:!!....!he . ...!!!!!.!!l_H ansact 1 on sta te111ent J~!!..~~een 

!!!Ht_.!.f:. ... ~!:!.!_.W£haser_!!. without notice of the particular 

defectL that_:_ 

a. the £!!!.!fica!_!.!! security or initial trans!ction 

st~tement is 9enuine; a~d 

b. that person's own participation in the issue 2:!'. 

£!g~~!~~!9~ _of transfer, ele~~L-2r release of the security 
is within that person's capacity and within the scope ot the 

e~thorizatton author~ received by that person fro~ the 

issuer 1 and 

(II 

"" 
~ en 
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c. that person has reasonable qrounds to llel ieve that the 

security is in the form and within the ~mount the issuer is 

authorized to issue. 
2. Unless otherwise aqreed, a person by so placlnq that 

person's signature does not assume responsibi1ity for the 

validity of the aecurity in other respects. 
Sec. 16. Section S~4.8301, Code 1989, ia amended to read 

as follows: 
~54.8101 RIGHTS ACQUIRED SY PURCHASER ---"ABYBRS8-ebAfM"--

--9i9bS-AeCHIA6B-BV-B9HA-PIDB-PUReHA9ER. 
1. Upon deli•ery ~fer of a security to a purchaser 

(section 5~4.8lt!lL the purchaser acquires the r1ghta in the 
security which the purchaser's tranijferor had or had actual 
authority to convey exeept-tnat-e-p~rehaaer-whc-has-peraoftally 
bee~-a-party-to-any-fradd-or-iile9altty-affeetift9-the-seedrity 
cr-whc-as-a-pr•cr-hcider-had-ftctiee-of-eft-ad•erse-etat~-eanftct 

iMpro•e-that-parcheeer~s-posttion-by-taktng-frc~-a-later-bona 

ftde-pttrehaser~--~Adwerse-ctets~-tnelddea-a-elais-that-a 

tra~afer-vas-cr-vo~td-De-vrongfnl-or-that-a-particdtar-adverae 

person-is-the-owner-of-or-haa-an-interest-tn-the-aecur+ty 

~!ess ~~e purcha~er's r!9hts are limlted ~-!ectlon 5~~~~ 

~£tion_i• 
iT--A-bona-fide-purehaser-ift-addttion-to-aequirtftq-the 

ri~hta-ef-a-pdrchaaer-aleo-acqdtrea-the-aec~rity-tree-of-any 

adweue-eiairaT 
3 !• A purehaaer l£!n!feree of a 11~\ted interest acquires 

rl9hts only to the extent of the interest pdrehaaed 

!..!anafe~!ed, 'l'h8....£!!:atio!!.__£! rele!!!_5?f a securl~l.....!.n.!..!.!,!!.;. 

in a se£~!l!.'i.....!! ... the .. ~!!!!.-~.l..!.E!U!.£...!nter~~ tha~ 
!!ecurl~Y.:. 

Sec. 17. Section ~S4.8302, Code 1989, is a~ended to read 

as follows: 
S54.8l02 "BONA fiDE PURCHASER,. -_:_.::~r:_y~~§!;_g.~!!r:_ -:- __ .!!.1~·~ 

ACQUIRED B~.f.ID£ ~UR~HA~!f~· 

• • 
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1.:. A "bona fide pLirchasec'" 1s a purchaser for value •n 

good faith and without notice of any adverse cla1ml 
!~ who takes dell very of a ~H...!.!!£!ted secur lty ln bearer 

form or of-one in re9isteted for~l issued te-thet-porcha!er or 

endorsed to that purchaeer or 1n blank~l 

~~~t'OI'l'l .~he~!'Bf!:!.L .. Ple~~ . .£!. .. !.!lea~. of .. an 

~~!..!:.H 1ca~ed ~f!!!..!~L!!!.....!.eqlstered £n.__!~~-..2!_ the 

!!!~l....Q.! 
£.:.. .. ~~~C!.~~uri~LJ!_.H~~red_~der ..!!!!.....P!.ovisio~_! 

2!_ par ag £.!P.!Ll.£l.LJlli!.L__ 2!.---l..ll.... of ae c Uon 55 4 • 8ll1L 

~~...!..:. 
!!.-~dV£.!.!!. clai~!udea a clairn that a _transf!!._~!!: .. or 

~ld be wrongful or that ~rticular adverse_~.!.!2!!..l..!....!..h! 
~!!.!!.._of or haa an interest in the security. 

!:.2-~!....!.!~!..J2~rchaaer ln ... addition to a~!.!.!ng the 

!.!shU o.!__!_.P!!!El!!!:!!....l!ect ton. ~54. 8301) also a~l res 

!.!l!.!~L.!..!l.~.-aecur i ty f!.!!.. £!....!~ adv_!!_!!__£lai!!.!_ 
4 , Not w ~.t ha ~~...!!£ t loU!~ • 810 1 t. . ....!!!~.2.!L !..L._! he 

transferee of a_ partlcili!:.....f.!illf.!.£!ted ~curi!Y__ who_..!!!~!!!. 
!_£!!.~~ . ...!.2-~. fraud _2!.__ll1egal1~!ffecti!'_g__~ ~!!!Jlli . .£! 
~h.Q.....!~ ....!....£!. ior_.J!2!.~.! . .L..£!.. t haL..£!!: f.!.! f lea ted...!~~ !!..Y.. t1 ad _!l9t i C! 
~~!.~~~-~~ove~'L_!!ansfer.~~...£2~~ioJ"1 
~king __ ~_bona fide purc!'aser. 

Sec. 18. Section 5S4.8J03, Code 1989, is arnended to read 

as follows: 
5S4.8J03 "BROKER.• 
"Broker'' means a person enga9ed for all or part of the 

person's t1me in the business of buying and selling 
securities, who in the transaction concerned acts for, or buys 

a security fromL or sells a security toL a customer. Nothing 
in this Article determines the capacity in which a person acts 

for purposes of any other statute or rule to which !ltteh the 

person is subject. 
Sec. 19. Section S54.8304, Code 19B9, is cunended to read 

us follows: 
S54.SJ04 NOTICE ro PURCHASI-:R Of A.DVERSI-: CI.AIMS • 

• 
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1. A purchaser (including a broker for the seller or buyer 

but excluding an intermediary bank) of a certifica~~~ security 
is char9ed wlth notice of adverse claim~ ifl 

a. the security!. ~hether in bearea· or re9istered form!. hall 
been endorsed "'for collection'' or ••tor surrender•· or for some 

other purpose not involving transfer1 or 
b. the security is in bearer form and has on it an 

unamb19uous statement that it ls the property of a person 
other than the transferor. The ~ere writing ot a name on a 
security is not such a statement. 

!.:____!__eurchaser H~.£!udinq a broker to~ __ IJ!!. !.!!.!!!.!. .... ~ 
buye:!..but ex~!uding an int~~~.I .. ba!lk) to wholl'l the 
H!nsfer.!..~LQ! .. !.elease of an uncertiti£!~~~ .. eecurity ls 
regia~!f.ed is ch!_r9ed with notice of ady_erae clai.ma as to 
~hlch the issuer has . .! ,s!~ty under section_S5~!.~~~l· subsectlo!! 

~ ..... !! ... --~t!.! .... ~L.registrati2n and which are noted in tt!_~ 

!~!tial transaction sta~!ment sent to the ~:ch~ser or! lf t~~ 

purchas!r's 1ntef~!t is trans!erred to_~he purchaser.Q~~~! 
th!!L.~.Y-~!st rat i.on of ... H!.nsfer f pledge!. . .2!. .. !elease, the 

intt ial. ~.ransact 12.[1 statemen;_sent ~£...!h~!~.!!!!~ ... owner or 
~~~-!e9istered pledg!!~ 

i ~· The fact that the purchaser (including a broker for 
the seller or buyer) of a certificate!! or uncertlfi£.!_ted 
securit~ has notice that the security is held for a third 
person or la registe-red in the name of or endorsed by a 

fiduciary does not create a duty of lnqulry into the 
rightfulnea• of the transfer or constitute constructiy! notice 

of adverse claims. tf,-no-e•er ~!Y~!· !! the purchaser 
(excluding an intertDedhry bank) has knowledge that the 

proceeds are being used or tn•t the transaction ls tor the 
individual benefit of the fiduciary or otherwise in breach of 
duty, the purchaaer is charged with notice of adverse claims. 

Sec. 20. Section 554.8105, Code 1989, is amended to reaJ 
as follows: 

554.8305 STAI.ENESS AS NCYI'lct: OF ADVERSE CJ,AIHS. 

e ' -
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An act or event whien th!~ creates a right to lmmedlate 
performance of the principal obliqation e•ideneed reprea!~ted 
by the a cert!!lcated security or which sets a date on or 
after which the a ce~_tificated security is to be presented or 
surrendered for redemption or exchange does not of itself 

constitute any notice of adverse claims except in the case of 
a p1uenase trans!!!.!. 

a. after one year from any date aet for aaeh presentment 
or surrender for redemption or exchange: or 

b. after six I'Dontha from any date set for payment of money 
agalnat presentation or surrender of the security lf funda are 
available for payment on that date. 

Sec. 2l. Section 554.8106, Code 1989, !a amended to read 
as follows: 

554.8)06 WARRANTIES ON PRBSENTHENT AND TRANSFER OF 

£!!IT.H:rcATI!P .SE~(}RITIES ... -- WARRANTIES_OF ORtGfNATORS OP 

INSTRtl~'!'fQNS. 

1. A person who presents a certificated security for 
registration of transfer or for pay=ent or exchanqeL warrants 

to the issuer that the person is entitled to the reqistration, 
pay111ent or exchange. But!. a purchaser for value and without 

notice of adverse claims who receives a new, reissuedL or 
reregistered certifl£!~ed security on registration or transfer 

Q!___!,!£~lvea ~.r!. lni t ia.L.Hansact io!L!tatecnent confJ:!~!~ 
registration ot _transfe! .. 2L~~lvalent uncertificated 
!!~urity ___ ;o that Pl!~chasec warrants only that that purchaser 
has no knowledge of any unauthorized signature !section 
554.8111) in a necessary endorsement. 

2. A person by transferring a £!!~1ficated security to a 
purchaser tor value warrants only that.:_ 

a. the person's transfer is effective and rlqhtful; and 

b. the security is genulne and has not been materially 
altered; and 

c. the person knows 2! no fact which ~ight impair the 
validity ut the security, 

Ill 
Tl 

~ 
Ul 
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3. l'ihere !! a £ertl!_!cat~!::! security is delivered by an 

intermediary ~nown to be entrusted vlth delivery of the 

security on behalf ot another or with colhct.ior. ot a draft or 

other claim againat 8uch delivery, the inter~edlary by a~ch 

delivery warrants only the 1ntertoed1.:.ry 's own good faith and 

authority~ even thou9h the lnter~ediary has purchased or ~ade 

advance$ a~ainat the claim to be collected aqainst the 

dell very. 

4. A pled9ee or other holder for security who redellvers 

tt'le U!.!.U!~ security received. or after payment and on 

order of the debtor delivers that security to a third personL 

makes only the warranties of an inter~ediary under subsection 

3. 

~.----! . .2!!!2..Tl. who otl.g_lnates an_l.!!lli.!!£!.~~~!£!~!..!..!2....!.!!! 

is~~hat.!. 

~.!....__. .!.!l~--.2.!.!..9!nator is an appr22_!ill!..._R:~lQ_ or ig!_!late 

the i~&t!.':!..£!.1on;_!nd 

b. at the time the instru£lli!t_J!.....J?.!~!!"teE.__!Q_J:!!!._issuer 

~.Q!.!i.!...!J:!tor. will be enq.U.~o the_.!_!l)istrat!£.!!._~ 

transf~~L-.2L.!ele!!!.:. 

~~-person Wh2.....£tl.si nates~ . .l..!!!!..f~ct!.£.!!...!!!!C~nts to a!!t 

E!!~ specia!!l_9uara~te!lng the oriq!hator's s19natur! 
(section 554.8312, &ubaect ion 3 l__!haq_ 

a. the or1ginator ie an appropriate £!£~0 orig~~~ 
the instruction; and 

b. at the Utile the instruction is presented !£...!he l_ssu~! 

1. the originator will be entitled to the regiaqill~.of 

trc~nster, P~ . .2!......!~!L..!l!.E 

!.l.:__~!_!!!!fer, .~!..t or release ...!..!S~.~~!!!.....!!l.! 

instruction will __ be registered bt___!h!L...!!~L!!:!!...!E~!!..!l 

!..!.!.!!!.!...-.!~~ 1.!.Y..!. n t e!. e s ~ !!.t_ .!!!!!'.!£!!Q!!!.l....!..n...!...£! !.!E..! .. ot h~ f~~!! 
those specified i.n _the .. !!!.!!.!~t i.on. 

1. A person w~2......2.!.t!J..in_ate!.....!.!l .. i.nst ru£!..!.2!'~!!...!:2.!~~-!:.2....! 

purchaaer for val~e dnd to a~.£!CS2~~!£!!'~~~9.~! 

instruct ion 1 sect ion 5,4. 8312 •. ~l}~.£!.!...<?~-~U!}al !. 

• • 
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~-·-~he or .ig!_natQ!__!.!_!.!!...._~£22!.!~~ ~~_ILlQ...Q! !.3_!_!'at! 

!he insH~t.io~ 

!?!_~he ~£~llfic~~~-~!!l refeE.!.!!!_to.J:..l!!!ein -~ 

Y!l!.Qj_. !!nd 
£~.at_~_!~~~e instruction is prese~ted to the issue! 

_1_._ .!.h!...l~.!!~~~!.! .. ~.!.!J.lliled _ _!~ .!.!.9.!!f.!at len of 

!..!.!. n s f !!.t. _E.! e d9.!.! _.Q!. rei ea !!.l 

!!!-.the.J:.!~ill!.~9..!tt--2!~.!!!......!eguested l~.!h! 
!_nstr~tio~!..!l..£.!....!.!.9.!!~-~the issuer fr.ee tram all 

liens, secur~ interests, !~t£!ctl~and claims ot~er th~n 

those specified in the lns!D!.£llin; and 

!.!!...:.__.!h.!.__!egues!ed. tr ans!.!.!..t~led9.!J . .....2!._!e leas!....)!!.!..! be 

!lghtful. 

!L.._!..f_.!._!«cured party is the regis~!.!_ed_ .E.!~!!..~ the 

!.!9!..!J:.ered O\mer of an uncert!.!.!£atec! _ee~!..!YL....!.~9.!L.wh~ 

Q.!.!.9..!.~!.!....an 1nstruct1on~of re!ease or .transfer to t!"IJ!.....~ebtor 

Q!L....!!.~!r payruent and on order of the dehtocc._!_.tra~fer 

inst!UC~io!l~£....!_!hird person...L....~.rants to the debtor _ _2!~he 

!hi rU.!!..!Q.!l__2.!!_!x.._ that th~u red par t.l._!..!.._!.!l._.!E.PCOpr iat e 

£!!!2.!L..!.2 . ....£!!s.lnat.!___.!:he_ instruction and at the_ tirne !.!!£ 
i.nst ruct !£!!...!..!.. e!!.!!!~~~h.!_~-~-...l!~!!.!~~!U~ 
!nlli!ed to th!..._!!_9!_stratl2!!_.2..!.__rel~!..__~t ra!!!.!_er • ___ If.._! 

.t!~! fer _!__l!s t t!!£~!2!L.l£....!. . ..!.!!~ .. .E.!!~!'~!!__!..l2~!'as~. fo!_ 

Y.!.b!!..J.!....Erlgl!!! ted .. 2 . ..11 .!!!der _..£1 _!_l!!.__E eb!~..! ___!h~eb~or -~~.!.! 
to the ~rch~_!!le war~lli~~!_ra~phs ~~.L-~£'.~L..!.h 

and ~~_!l.L.Q!__~!!!£t io!L]!. 

2....=.._ _ _.!_£!;!!!2!1 who tf.!!!ilif..!._!.!!.__!;!ncert!!l£!!ed sec~!...!!L~~ 

e!!!E..h!!.!.!....!2!.......Y.!!!~!.....!~.doeL~ot o!..!.9..!_1!~te ...!.!l.l.~~l!£.!.!on J.!! 
co!'I~£~!.!.!L.!.h!_f.f.~ili~arr.f!nta~_...!.!}!!...!_ 

!..:_ _ _1h!_E!!..!~'. !_!.!.!.!!sfe!..__!!...._!~fect i '!.!..._and . .!..!9!'t fu l1_ . .!!'!~ 

~: .. __!!l~ !!!!£!!!.l!.t!.ill ed ~ec~ ~ i t ~~ill~ 
S 10. A broker gives to the broker's customer and to the 

issuer and ~ purc~aser the ~e!i£~l!! wa,ranties provided in 

thiu sectjon and hds the rt9hts and privileqes of a purchaser 

under this section. Tho warr~nties of and in favor of the 
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broker actin9 as an agent are in addition to dpplic~ble 

warranties given by and in favor of the bl·oker's customer. 

Sec. 22. Section 55-4.8107, Code 1989, is amendt!d to read 

as follows1 
SS4.8J07 EFPECT OF OBLIVERY WITHOUT ENDORSEMENT-- RIGHT 

TO C~MPEL ENDORS&HENT. 

W~ere !! a certlfica~ed aecur~ty in registered form has 

been delivered to a purchaser without a necessary endorsement 

the purchaser may become a bona fide purchaser only as of the 

time the endorae~ent is aupplled~l but against the tranaferorL 
the transfer la coll'lplete upon delivery and the p11rchaser has a 

specifically enforceable right to have any necessary 

endorsement supplied. 

Sec. 23. Section S54.8308, Code 1989, is amended to read 

as follows: 

SS4.8308 BN&eRSEMBK~7-HeW-MABB----S~Bet~b-EN9eRS~M~N~--­

eN&eRSHa-N8~-~-8YARAN~eR----~~R~IAb-A6916NMEN~ !~QQ~~~~NTS -­

INSTRllg:TfONS, 
1. An endorsement of a £!!tlfica~!~ security ln registered 

form is made when an appropriate person aigns on it or on a 

separate document an aasl9nrtlent or trat\sfer of the security or 

a power to asa19n or transfer it or when the e!!!on's 

signature ef-s•ch-perseft ia written without ~orti upon the back 

of the security. 

2. An endorsement may be 1n blank or special. An 

endorsement in blank includes an endorsement to bearer, A 

apecial endorseMent apecifiea tfte-pereon to whom the security 

ia to be transferred, or who has power to transfer it. A 

holder may convert a blank endorsement into a special 

endorsement. 

L.~~ endor!~£!.1.~~t purporting to_..E!__Q~!l._2_f part o~ ! 

£~.H!fici!~ed secu!H~. representing units !.!!~~nd~~!!~ 

!!.:!~!!.L.!Q ~~__!epara;.!dY transfercable i!!. etfec;~y!! __ to Ul! 

!xte~~~~n! .~ndors~ro~~~~ 

-
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~!] .. ~.!!!!_;ruction~!.!.!!! ~rder to the. issuer ot an 

!:!!lf!H_iticated security reques~!!!9 that the trans~~£...t_.2.!.~~g~.L 

or rel~!!_~!.!!!:~!.£!: .. ~!l!_~!_~ificated security_ 

!eecified ther.~!n be reqtste~!~~ 

~-· An lnstr!:!£t~on originate~ by an approprlat~ p~.f...!!2.!L!!.!. 

:!..!..__-~~! i ting slg~~!! .. El .. ~!opr late person; or 
b. a commun!_catioo to the i&Sli!!...._!!!_!~Lform agreed upon 

!.!L.!__writinQ &19£!!!!. !?y_the is&U!:!.._and an appropc_!!!e perao!!.!. 

If an.!!'!St!.UCtion has been orlg_!nated by an appr2_priat! 

person but i! .. !n~omplete in any other te&P!£-ti any pers_2n may 

~R!~te it aa authorized and_the_issuer may r~!Y on tt 4! 
complete!! .. !'!!.!! though 1 t ha!:. bean cornp!!!.!:d i ncorcec~.!.l..!. 

~ §.. "An appropriate person'' in subsect lon 1 means 

t'l7 the person speclfled by the £ertiticated security or by 

special endotsement to be entitled to the security1-or~ 

L ..... "An appropriate 2erson" i_!'l__~ubsection s._~~ 

a. for an instruction .!9 transfer or pledge a~ 

!:!!!£ertificated security which __ !~ then not !ubject to-~ 

!!9!!tered pledgeL_!h! registered owner; or 

~----!2.!._!n instruct!_Qn to tranaf~L_..2r rel_!!!!!!_an 

unceu!f!£!~~d secur i.!.l.._which is t_h~~!._!ublect --~~ .. ~~-~~_!.ed 

pledge, _ t h! .. f!9!. st ered pl edi!:!!.!.. 

!! .. -~!.!ton to the Pe!!.Q~s designated 1n su~~~ction~--~ 

and 7, ~:~.QP!.!!.t!L_Rerson'' i_!!_subsect!..2..!!!._!_and .. ~ 

l_ncludes!. 

0 ~· where !! the person ao-apeeified designated is 

described as a fiduciary but 1e no lonqer servin9 in the 

described capacity, -- either that person or that person's 

successor; or 

e ~- •here !! the sec~ritr-er-e"dor~eme"t-~o-epeeiftes 

pergons de!iqnatad are des£~~!~! more than one petson as 

fiduclaries and one or more are no longer serving il\ the 

described capacity, -- the remaining fiduciary or fiduciaries, 

whether or not a succ~saor h.:ts been appointed or qualified; or 

f/) , 
'" ""' Ill 
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a £· -~ere !! the person so-specified ~~~~!ted is an 

individual and la without capacity to act by virt1.1e of death, 

incompijtence, infancy~ or otherwise, -- that per&on's 

executor, administrator, 9uardian.L or like fiduciary1 or 
e 2· •here if the aeettrity-or-endoree~ent-ao-epeeiEtes 

~~!!!.. de!l9~ate~f.~~!.ibed . .!! more than one person as 
tenants by the entirety or with .dght of survivorship and by 

reasot\ of death all cannot si')n, -- the survivor or survivors; 

or 
t !· a person having power to sign under applicable law or 

controlling instrument: cr and 
g f· to the extent that !.!l!.....E!!..!Qfl~~gnated.or any of 

the foregoing persons may act through an agent, -- that 

person's authorized agent. 
• 2· Unless otherwise agreedL the endorser 2!_! 

£!!!!!1£ated security by the endorser's endorsement~ 
£!..!.g_itla !.2.!...2..L!!!...!..!!ll r uc t i o~~.!....2.!.!.9.!..!!! tor .~2.~ ina t ion 
asaumes no obllqation that the security will be honored by the 

issuer ~~!UY.. the obUqatlons_provid~.!...!l...!..!£l.lon .. 5!;4~06. 
So--An-endcrae~ent-p~rportin9-to-be-only-ct-part-ct-e 

aecarity-rep~eaentin~-anits-tntended-by-the-isaaer-to-be 
sepatateiy-transferebie-ts-effeett•e-tc-the-eMtent-cf-the 

endorsel!'lefttT 
6 !Q· Whether the person algning is appropriate is 

detertuined aa of the date ot signing and an endorsement J!!de 

~~!~n_~~ti2~-2!li~~ by sueh-e ~~~ person does not 
become unauthoriaed for the purposes of thi~ Article by virtue 

of any subsequent change of circumstances. 
~ !!· Failure of a fiduciary to comply with a controlling 

instrument or with the law of the state having jurisdiction of 

the flduclary relationship, includinq ar\y law requirinq the 

fiduciary to obtain court approval of the transfer, ~£9.~.<2.!:. 
f.!leas!t. does not render the fiduciary's endorsement £.! . ..!.!:! 

~£U~!L...2.!.!.illated ~r....!!l!.. f i.dy_£iary unauthorized tor the 

purposes of this Art,cle. 

e • 

-
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Sec. 24. Section 554.8309, Code 1989, is amended to read 

as follows t 
554.6)()9 EFFECT OP' F.NOORSEMENT WITHOUT OEI.lVER'i, 

An endorsement of a £&r~i!..!..£!!.!~ aecurltyL whether special 

or in blank.L does not constitute a transfer until delivery of 

the £!!!Jf!~!ted security on which it appears orL if the 
endorse&ent la on a separate docu~eotL until delivery of both 

the docuMent and the £!!~~!cated security. 
Sec. 2~. Section ~~t.SJlG, Code 1969, ls amended to read 

as tol1ows: 
5~4.8310 ENOO~S&MENT or ~~ SECURITY lH BEARER 

roaM. 
An endorse~ent of a £!!!1ficated security in bearer form 

&ay give notice of adverse claims (section 554.8104) but does 

not otherwise affect any right to registration the holder Mey 

poss us 22!!.!!!!!!. 
Sec. 26. Section ~54.8llL, Code 1989, is amended to read 

AS follOWSI 
5~4.8311 Et'FECT OF UNAUTHORIZED ENOORSEHENT Q!! 

~1'R!:!CTION. 
Un1ess the owner or pledgee has ratified an unauthorized 

endorsement £!_~~ctio~ or is otherwise precluded from 

assertin~ its ineffectivene&Sl 
th~ Dwner mav assert its ineffectiveness against the •• 

isaucr or any purchaser other than a purchaser for value 

w&thout notice of adverse claims~ who has in good faith 

rece~ved a new, reiasuedL or reregistered £!!!i!i£!te2 

and 

security on registration of transfer ~~-~..!....I'!W.!.!. 
~!.!~5:.~ion statement confi~~~he ..!!9.!.!~tlo1!.._2~ra~~ 
E.!!~J ~ .. .£!.!&as!. ot_!!!.~uivalen~~!!.!!!l£.!1~.5!...~~h~...!.2 
th~L~~cha~ t and 

b. an issuer who registers the transfer of a £!!~!icated 
secur 1ty upon the unauthot t·.zed endorsement 2..! ~~~~-~~ 
.~!.!..!... ~!.~~.t!!.t. 21~~~ L..2~~.!.!ase: 2.f..~n __ ~crt!!..lcat~.~~ lli 
~~22!!. ~!~. ~!"'~~!!2~~~_!!lst.~~t~iol"! is subject to liability for 

inproper registtatlon (section 5S4.64G~) . 

• 



-
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Sec. 11. Section S54.8H2, Codf! 1989, 1& amended to read 

aa follows: 

554.8112 £f'FECT Of' GUARANTEEING SIGNA'TURE OR EHDORSE"'E~H 

OR lNSTRUCTIO~. 

1. Any peraon guaranteeinljl a signature of an endorser of a 
£!!li!.!£!ted security warrants that at the tirne of signing 

a. the signature Wds genuine_; and 

b. the signer was an appropriate person to endorse 
fsection 554,8308); and 

c. the signer had legal capacity to sign. 
B~t-the-t~arantor-does-not-other~iae-warrant-the-rithtfalness 

cf-the-partiealar-tranaferT 

h_ {\flY person g~~eeing_a algnatu!·!'_of the.~£!..!..9:1!!!tor 

of an i.ns~~Q_n~.~anta .lliL~!.. .. t ime_QL.!...!.9.!!!.~ 
~ _the siqnat_!:!!~~~lne; 

b. the .!.!...g.!!!_~!!.~~lat& person __ ~~.!_!late -~he 

instr~£t ion jsect!on 55:!_. 8l0! }___!_L~~!!.2..!!___!£eci t i!~he 
in !It! uc t 1 O!!....!.!.__!~g~~!l...!!.!......£!....!.!!1!.! te red El ed9~!: . ....2! 
~£!..!..!:...!!.!~ secur 1 ty w!.!..L..!n fa!::! !____!_h!_regist_!red owner 

2.!.......!!9!.!.!!!!~!d9ee .~~£!L!!CUt1~. _;o \lhlch f!£~ 
!ignatur.~!;ant2r makes no warrantx1. 

.E..:____!._h..!_....!.!...9!!.er h,~~d_...!.!.g!_l capac1 ~Y....l.Q. !!.2..!lL and 

~.l.h!_.laxpa_rer ldent if 12at ion number ,_J..f anyL!_EE~ar i 'lSi 

on the inatruct ion as. that of ~~..!...regis~~~!:!..!!.!!. .. ~!. 

reqlate!_~.!£gee was the t~!.! .... J.dent!!..!..£!!~2.~mber. of 

the aigner_or of the owner or pled~!_or t.~hom the . ..!....!:.9~:!!!!!: 

acting.:. 

3, Any person specta!!.Y....guarante!.!...!!.9.....!h!.....!.!9natu!_~!_ the 

or!g!~ator of •n i~~;~on ~akes not onl~ the_~!nties of 

a si9,.!!~....9E!!.!!!!E.L~~sect1on ~~!!2~!~ ~t at 

the time the instruct!~Erea~-;~.iasue!.!. 

!.!.........!~..!....E!!!£!l specif~_in the _ _!slst!~Q..tL.!.!.....!'}~ 

!eqister~d OW£l...!!...2!.~!!1!!!~~9~-~.L . .!..~~.~ncer~!.!!£!!.!..!:.g 

!!.£.!!!..!..!.1... ~!.!.!.J2.!....!~.~-~~s te!!~......E~~!.......£f .~~ st e c ed. pled Sl~~l 

~~~ 

, 
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~. -~.h!. _;!a~!!_fer.t .... P~~~! 2.!.......!.!!!!!!._.of t~!. unce£!1!..!£!.~~ 

!.!£~ . ..!.!.9.~!~.!n....!!!!:_ in .. truct io!l wi 1!.~!.9..!.!ter~ 

th~....!!.!~~---~ fro~ !!.!......!.t~~l. !!.~.!.~.Y.....!n~.~~L 
!!~t!2.!!!L_~-~-clai.ma other th!!!_those spec_g_ied ln th! 

!_natruct!2.!!..!. 

!.:_ The.~rantoL~!!.~.!.L~ect1on!Ll....!.~!L.!.....2.!..!he s.e~ 

guar!!!_~~_!!der- ~tion ~--does not otherwl&e warn!!'..!...!!'..! 

!J.qht fll~!!eSS ....2!.....!:.!'!.! . ..P.!.!....t! cu 1 a!. t rans!..!.!.L.._.el edge, ......Q.!__!_! !~ 

i ~· Any person ~~~ay-guarantee guaranteeing an endorsement 

of a certificated security •nd-by-ao-dotng-warrant3-not-oniy 

the-atgnat~re-ts~Daectton-lt ~akea not only the.warrant1es of 

a alg~~!~~-eubaection .! but also~~~! the 
ri9htfulnesa of the particular transfer ln all respects. B~t 

no-iae~er-may-req~ire-a-gaarantee-of-endoraement-aa-a 

condition-to-regiatration-of-transfer7 

~-~-~!son guaranteeins_.~n.~tion r~gue!l!..!..!!s...J:~~ 

transter.t .. ~~--!.~lease ot .. ~!l.._!!ncert i~icated_~ri!..Y 
~.flOt o_u!Y...!_~~-! . ."...~.!!.!!....2!._ !_ special S!9_1latU!.!.....9..!!~~ 

under aubsec~ion lL~lso.:~.!rraf!.l.!._~!!!.....!..!.gh~ful'!_~!.!...Ef the 

~ticula!.....!_!_!nsfer Lpledg!.L_.f'f. release .J!!......!!.! .. ~.e~~ts. 
1 :---.!!2 .. i ss~~.!........!!!.Y- requ_! ~-!!Pee!~~! cant ~.!!.....2.!.. .. a i9f1~ t:_~re 

(subs~ction .llt .a quarante_!_c?l......!~~~.t~~~£.!..!.!?.!!...21.! *?! 

~ .. ..9.~ntee. £!.....!.flat rucs_!..£.!l.....J subS!£t iO!L .. ~.l_...!!......!...E..2"d i. t! on to 

reg!stration .!?f.....!...!..!...nster1 .~~9..!L. . .2r re!~.:. 
3 !• The foregoin9 ~arrantles are made to any person 

taking or dealing with the security in reliance on the 

guarantee and the guarantor is liable to aaeh ~ person for 

any loss resulting from breach of the warranties. 

Sec. 28. Section S54.83Jl, Code 1989, is amended to read 

as follows: 

554.8313 WHEN BHbiYBRV 7RAN~~ TO fHB PURCHASER OCCURS~ -

--PUReHA8BR~S-8R8K~R-AS-H9bBRR f~~~~.!NT~!tMEDI~RY A~.~ONA 

FI~~ _PURC~AS~~ . .:.:_..:_• rfNAN(_";_!AL. INT~QIARY.'~. 

1. Be:Hvery 7r~.t!~!.!..!..9L~ .~£!..!..!.!..!.Y . ....Q!....~ -~ged !nterg~~ 
{ ~£lud!~9. _! _ _!l~cur.! ~-~-~~!!...!!:~t..L.!~.!~.i.~ to a purcha!Jer occurs 

wl\e, Q.!!!.Y~ 

en 
'11 

• Ul 
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a. ~..!...!!! . ...!~ the purchaser or a person desiqnated by the 

purchaser acquirea possession of a ~!..~.!...!~£.!~~security; or 

~!-~L .. !!!!.._!.Jme__!l1...!._~~n.sfer_.L . .e!~~~.!. ~ f!!ease 2J~~ 

!!l£!.!!!1.!£!~ed -~~~!.!~....!L~gister!£....~ !!'.~...J?~~!......~£.....2 

P.!!.!~ Alli9!!!~!:! .. El . ...!:!!!!.. -~ ch~!£1 
b £· !!...._!_h~_!_ime the purchaser's bt"oker- !..!!!!!!£..!!..! 

!..!l!:!.!~dia~ acquires possession of a £!£.!..!.f!£at!_!! security 

apeclally endorsed to or issued in the name ot the purchaser; 

or 
e ~· tne-parcl'leaet"'-a-'oroket" !!__the t.~~ . ...!.W..!nci.a~ 

!_ntermediaryJ.......!!Q!....!.....£~rl'!S!!£.!!~!.1. sends the purchaser 

confirmation of the purchase and also by book entry or 

otherwise identities e-speetEie-seeat"ity-~n-tfte-broket"'-a 

possession •s belonqinq to the purchaser7-or 

!..:_ ~ ...!..eeci f!£......£!!..!:.!!l~~ad ~~l!~ ....!fl.....!!!~!.!..!l!!.!!£1a~ 
intermediary's posses!ion; 

!...!....=._ .....!. Quanti!:L of....!!..£!!.!".!! ies....!!!at_~lli~ .. Q!. .. !!!.....E!!.~ 

Q!...i!...l~ibl~~l..s.:~! .. H.!.!.£!~.....!!~!!1.~ . .!.!!.-!h!.....!in~!al 
!!!ter!f!edl!!.D_..£QBSession or of uncertificdted secud~~.! 

!!9Jst~red in the name of the financial i~termedlaflJ_Q!. 

it~. a quantity of seclHhies ~ha;_....£2!l!.titute _ _Q£_~!.~~ 

of a f\ln~bulk of securities shown on -~.!E.£.e.!!!!!....2.!... the 

financial lntera~oediary on the booka_£!....~! ........ H .. !!!!!£!al 

intermediary; 

d !· with respect to an identified certificated security 

to be delivered while still in the poaBeablon of a third 

peraonL wften not a fi~1nc1a1 lntermed1ar~~t the time that 

per•on acknowledges that t~at peraon holds tor the purchaseri 

Of 

1..!...........!1th _ _!!!2!.£!_l2.._!....!2!£!!!£......y!!£.!..!!..!.!.~ _!!CUrl!_i: ... ~ 

pledge or transfer of wh1£h._has _bee!!......!_~9...!!:te~~-.!.2....!~!!!!~ 

persoi"!_L not a f lnancia1 lntermedi~!h. ~ _the._!_!!!!__!.hat . .£~~ !!2~ 

acknowl ed9..!_!......!..!!.~L; !'at .....P!£.!.2.!! Jl..£.!~~!2.!. .. the £!!!Ch!:!_se! ~ 

e g. !!_the .. ~~ appropr1C~te E!rltrles ~2.....li!.!!...!!.££2110t of ~he 

eurchaser_..2.!...._~~!.!.~- de~!l.£1~!_ed.~. ~he .El!.~ch~se!. on the books 
of a cleAring corpor~tlon .ue m.Jt)c- under s~ction 554.8320:1 

e • 
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!!..:...._. wi ~-'e!!£~Ct _to_.!...~!..... ~!!!!~~-..2.!.~....!!.£.!!!.!~ .. .!..!l~~!!;_ 
Wh!!.!._ .. Ul!....£8bt.Q.f .. hd!...._!_lg_f!ed -~ J!~~!.l!_t.._!2_!8e~.!_~!_ COf! ta i 0 l.!l9._ ~ 

de!£!!.2!!..2!'~U~...!.. ~~!!1.! .....!~. th~!.~!....! .. ~!.!te!! 
~~ •cat ~ont.~!.E~..L...l!!_lhe _ _E_~!.~...£L~he_.£!~!:.!2!l... £!... th! 

~~!!r......!nt~rest, . ..l!.~2!!ed -~ the debtor_j~.!..£..1-!~E~! 

~-of._!!'j!_!!£~!.!.~!9-!~~U.....Q.! whicn, _ _!n___!he .£!!!..of . ..!.!!! 
!.!.!!!!!!~! aasignment of the aecur.!.!Unt!.!..!!.L.£!~te~ 

E!!!!~n!.....!£... th~~t'!.LJ.!_.ei~d by the ~!.£~.!E.....W:~......!! 

recelv~~ 

i. a financial intermediary on whose books _the 1nte.rest of 

the transferor in the securl~e!!!!! 

il. a thlrd parson, not __ .!._ financial lnterra.edla!.Y.t . ...!...'! 
P£&eeasion of the security, if_l!.......!.!_.£!!.l!!..!Eated; 

!1!..:.-....!......!!:!.!~rtrson, not .a _financial lntermedia~h _Wh£....!!: 

~ne .!.1!9!!;.!! ed ~!.L.£! . ..!.!1.~~!!!!.!~ L..!..L!.!...!.! .J!_n..£!!:.!J.U£!!.ed 

dlnd "2Uubiecu~.~ste!_!~~L..2.!. 
i v. a th!..!.~pe rQOI} L..!!Ot .. .!... f inane ia..!...._l.!!.!:!£!1ed i a r L.- wh...Q._i~ 

the t!9!illred_Eled~...2L...!!"I..!!_..!!.!~!J:YL..!.!....ll .. !! 
!!!!£!!illJcate~nd_ aubject to a _f!g.!.!tor.ed_.J!!edg!.! 

_l_._~!!L!!!:~L!Q_!he_...!_!anafe!_~!£!:!!.!!.Y.. .!..!!~!.!.~ 

~~e the .. !.!_!!!!fer2!_ ha!:-1!:!...9.~ _!_.!!!~!!.i' ....!9!_!'ement 

~talnlf!9._.! description of -~~~!..ltt..L .. at .. ..!...~Lt! .. ~!.......n~ 
~..!.!...9.iY~ the secured 2.!!~1~!. 

.l..:~it~ . ...!.!.!P~ct.~ _!!!.!..._~!!~[!£ ot .. ~~ur l!_y ...!...."!~:~~ 
where the secured partU!... U~~ . ..!...f'!.terra.edi.aL¥ .... !.!!~!.....!he 

!!!.£!..£.i;_Lh~~~-~~~!'sf!~ed.~. th!.....!i~!al 

!~!~di di£L under £!~ill!l~~~2~."d~'.t.......9.!......~.'JL L.. at 

!.!!!__Urn& t !l!. !..!:!..!!.!~~~- has__!~9.!l~~!!£~!..l~:t....!~emen t 

~ontalfll.!!9......!__debcrlpt~ of the secur1t¥ _and va~!L..9i..Y!~Y 

the ~E.!!!.£~!Y:.. 
2. The purchaser is the owner of a security held for the 

purchaser by the-purchaaer~a-broker ~-..!.!....~~~ inter~!!i'*f.Y• 

but ts-ftot-the-hoidet" £.!..""<?!.....be ~~Q.!!Ulde ~~~aa~....£L.! 

!!ec~~~.!..~~-~ he!!:! except as .!..£l .. .£it~~~!!~ !ipecif~ed in 

sabpctri!I!Jt"lt:'f'hs-- 11 'o 11 T E..o\'!...a9~ll~! "c"!.. ~"i.!J.L c~nJ .ue.u .:_9_: of 



e 
Sen~te Fila 47S, p. 19 

subsection 1. Where!~ a sectuity so held is part of a 

funli)tble bu 1 k L....!!....!!'! .. ~he_£.!~ 9urns~ '!.!!£!.! .. !P~£.~~ ied 1 n _.E..i:!!'!9~ ~~ 
''d:'.t.!!l~·~·:.tL!..!.l___2:f subsec~!on_...L. the purchaser ill the 

owner of a proportionate property interest in the t"unglbla 

bulk. 

J, Notice of an adverse clai~ received by the broker 

financlal !!~ermed1a!y or by the purchaser after the brc~er 
firranclal intar~ediary takee delivery of a C!!!!ficate~ 

!!f:!:!.!:lli a a a holder for value 2.f __ af.~!!. -~!!~. tran!!~!, pledq!~. 

~! release of a~- uncertiftca!~d S&£urity_~~!L.P.~!l.!~ 

free ot __ ;h£ claiGI to a .. ~.!!l.!.!liliL.!..!!~!.!~edtary_who has_g!~~!! 

~ is not effective either as to the broker ft~ial 

.!...!'!;~~~~~ or as to the pltrchaaer. However, as between the 
broker flnancial lntermed~!!1 and tha purchdser the purchaser 
may demand deiivery ~~!!!!of an equivalent security as to 
which no notice of an adverse claim has been received, 

~-.:~financia~~!~edla!l_~ .. a bank, broker.L ~-!~ar inq 
corporation or .. other _i2!rson ~~!!Hte of any of them1 
which in the ordinary course of ita -~~sine•& mainta!~! 

~!.ll'_ acco'!~r its _ _£~~ra a!!9 l9 acti'!9......!.!l...!!!at 
£!:£!.£..!.!'1..~.~~!._ in termed ia!~.~.Y-.h!Y.!.....!......!£U r it y 
lnterest i.!'l_.~jties ~~~~-..!.£.£.Q.~nt for_JH~_...£.!!!!2!!1~ 

sec. 29. Section 554.8314, Code 1989, is amended to read 
as follows 1 

SS4.8314 OUTY TO BebtYBR TR~~, ~~~N COMPLETED. 

1. Unleas otherwise aqreed ~here!! a sale of a security 
is made on an exchan9e or otherwise through brokers.!. 

a. the sellinq customer fultilla that customer's duty to 
dettwer-Mhe" tranaf~~~e ti~£ that customer! 
~ places &deh a £ertificated security ln the posse~sion 

of the sellinq broker or of a person designated by the broker1 

lli. cauues af! .. ..!!~!5J£1cate~~!Y .~.!?.be re9is!_~~~~-!..!:! 

!!!.! . .fl..!!!!.!_ of the se!!....!..!!9...broker _ <_?.!_~_ pers2~. ~esiqn~~~~~ .~!!~ 
bro~!.£ 1. or 

- tl 
Senate File 415, p. 30 

.!.!.!....=. if uquestod1. cau9es an acknowledgruent to be made to 
the eellinq broker that it~ .cert!!..!..£.!.!!:d or uncertit'!~ated 
!~curit1 is held for that broker, and Q! 

!Y~9!~~h~~!ession of the selllng_btok!~_2!_! 
perso~ .. desiq!!!_ted by_ the broker __ ~!ter lnatructlon for an 
uncertif!cated _!!cur1~1t providil'l9 .. the Issuer does not refusl! 
.!.2...!.!9.1&ter the reg~!!.!_!!Ltral!&fer !!~~!t:uctlon is 
preae~~!.!...!.2..._!h.!...._!.!!.!!!.! ..... !£.L reqiat rat 1 on with 1 n !!! 1 rty day_s 
!he!eafter; and 

b. the aellinq brokerL including a correspondent broker 
acting for a selling cuatomerL fulfills that broker's duty to 
deUYer-by-pleeln,-the trans~~.r at the time that broker 

l!_-2!!£!~ a car1iflcated aecurity or-a-llke-aeedrity in 
the possession ot the buyin9 broker or a person deslCjJnated by 

the buylnq broker1 
ii. causes __ an uncert it ~cated . ..!.!.£.!!~.H.l......!..2._~~ster4Ld in 

the nal'!le .. of the buying .~!..2..!5.!.L .. 2.!.....! .. Person desig!'ated .~!"!! 
buyln9 brok!!..l. 

11 i. places in .!_he possession of the b~.Y.!..!l9~!oker_ ?..!.....£!.....! 
person designated by ~he buy !..!!g. !?.!..Q.!!!_~!!~ster Jnstr':!~tion 

~2!. ~n uncert lf.!~.~!.UL...£!~vidi~!l....!.he_ hsu~~ doe!!__ not 
refu!~ . ...!.2....!!:9iste! the regues~~.anste: . ...!!.....~_!le ln~!:ruct.i.£!! 

.!!.....l!!!!ented ~~ issue!.for __ regis~ration wit~!n tf!~ill .. ~~Y! 
th~!eaf_!.~!..L....2.!. 

~ cr-by-efteeting effects clearance of the sale in 

accordance with the rules of the exchange on which the 
transaction took place. 

2. Except as otherwise provided in this section and unless 
otherwise agreed, a transferor's duty to deliver !!~nsf~! a 

security under a contract of purchase is not fulfilled until 
the transferor.! 

!..!_ plc1ces tl'le f!!.!...!.f.!..ill~Q security in form to be 
neqotlated by the purchaser in the possession of tho purchaser 
or of a person des19nated by the purchas~rl or (/) 

Tl 

~ 
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~ at-the-pt~rcheser.J.s-request ca~!!!~~~!!£!:!:!1!.! ica~ed 

!.!.£!!!.!.!1 to be -~.9..!.!.!!!.~~-. the .!'lam!!_ .Q.f_ ~!l~-.2~!.E!!!!.!!... or__! 
person designated -~-~'!..R~.£.!"Jas~ .. ~~ 

£.!_ ___ H....!..h!~~ch~~L...!!~esta.L causes an acknowledgMent to 
be made to the purchaser that tt !-£££!!ficate~_oc 
uncertificated aecuritX is held for the purchaser. 
~ Unless made on an e~changeL a sale to a broker 

purchasinq tor the broker's own account is within this 
subsection~ and not within subsection 1. 

Sec. 30. Section 5'::14.8315, Code 1989, is amended to read 
as follows~ 

554.8315 ACTION AGAINST PUReHASHR ~~fER~& BASED UPON 
WRONGFUL TRANSFER. 

1. Any person against whom the transfer of a security is 
wrongful for any reason, including the person's incapacity, 
~ay !! aqainst anyone except a bona fide purchaser~ 
~ reclaim poase&sion of the £!.H . ..!.f1cated security 

~-~.Q.!l3ful!.l._.ll~fer!ed!. or 
~ obtain poase~sion of any new £!£!Jfica~ed security 

e•idencint represent!~ all or part of the same rightst or 

s__ compe1_~! . ...2.!~nat~~-Q_L~.!!!!~f~tion..!£..!.!~~!.......!.2 
the J!.!!&On or A....£.!!.!2!' de!!.!..9~~hat .P:!.!.!Q.!L!!!: 
uncer!Hicated aecur!l1_const1tutlng all or part __ of the~ 

righ~!l~ 

~ have dama~ea. 
2, If the tranafer 1& wrongful becauae of an unal.lthoriled 

endoraement of a_..£!!.!!.!1cated_ aecu!:..!!1• the owner ro.ay also 
reclaim or obtain poasesaton of the security or ! new 
£!rt1f!~ securityL evan from a bona fide purchaserL if the 
tneffect1veneas of the ptaported endorsement can be asserted 
a9alnat the purchaser under the provisions of this Article on 
unauthorized endorsements (section SS4.83ll). 

3. The right to obtain or reclaim possessi.or\ of a 

£!rtif~£~ted security or -~_fompe! ... ~!'_!_.£r..l9.!...nati£1!!.....2.! .! 
~~ansfer_ inst~!l2D ~ay be specifically enforced and tts th~ 

e -
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tranafer 2!......!...£~£!.!.!1ca~or .. ~£.!.H..!.!!cated ...!!~!.lU'. enjoined 
and the ~-~~l!!ica~~ aecurity impounded pending the 
litigation. 

Sec. ll. Section 55>4.8316, Code 1989, la amended to read 
as followu 

554.8116 PURCHASER'S RIGtl.'l' '1'0 REQUISl'l'ES FOR REGISTRATION 
OF 'l'RANSf'ER, PLEOGEL--..2!...REl.EASE ON BOOKS. 

Unless otherwise agreedL the transferor md&t £!_~ 
certificated security or the _tran~~d~Q!_ele~~ 
of~ uncertificated &ecurlty on due dero.and ~ supply the 
transferor'sL-2ledg~or pledgee's purchaser vlth any proof 
of the transferor's authority to tranaferL-2!!£9!.L-~~!!!!! 
or with any other requisite •hic~-~ay-ee necessary to obtain 
registration of the transter~g!..t..-£L releas!! of the 
sacurityl but if the transferL_~~t-r~!!! is not for 
valueL a transferorL.e!!dqor..L..Q.Leled~ need not do so unless 
the purchaser furnishes the necessary expenses. 

within _ _!_!!;~£1na~!~.~hn! to coll'lply with a demand 

Pailure 
made-•dthin-e 

reaaonaele-time gives the purchaser the right to reject or 

rescind the transfer.!.........EledQ.!.! .. ..Q!_~~~· 
Sec. 12. Section 554.8311, Code 1969, is amended to read 

aa follows; 
5~4.8311 A~fAeHMSKf-SR-bBYV-UPSN-9Ee~Rt9Y ~REDITORS~ 

!!.!.Q!!TS. 
l. Ho §!!!U!£L~~~~ion!!.__!_n_!~!Ct i~_l_anUt.....!!2 

attacha1ent or levy upon a ce:tJ:..!...!£!!&d security or any ah&re 
or other interest ewtdeneed reEresented thereby ~hich iu 
outstandinQ sheH:-be ~s valid until the security is actually 
sei~ed by the officer ~aking the attachment or levyL but a 
£!.!ill1ca~ security which tlas been surrendered to the issuer 
may be atteehed-or-levted.-upon-at-tl'le-eouree ~!ch~y_-~ 

£~editor ~1~!....2!.2..£!.~5 !~.!..J~~-~....£!l!ef. -~cu.~!_y~ 
office i~ ..!.!l!_UI'}_~ted States. 

~.!~!! . .E...r"!S~ ~!.!.!~!~~~cut_!~-.!~~ st~.!!£...l!!...Jhe_ ~~ 
~-~ ~ebtt;?!_El_~.:i_f!<2!_~~...!.~ac~.~~...P.Y.~ -~~~!. ~xcep!...._!l'J._leqa_~ 

• 



e 
Sendte rile 47S, p. ll 

12!..2.£~~- _ ~~~-· ~ ch~.~!~.~<:Lit!.~~-2.~ t_i.c~. _!_!l____E.he .f:!~i teo~ 
State!.!. 

~!- .. Th~_ ~ntere~~! .~ebto;: .!.!l....! .£!!.! ~ ~ U£!!.~ed sec~!~!!.~ 

that !~ the __ PQSS~~.!!~f!_.Q.f._~~~-e!!-~'1 not _ _i! _ _!i.nan£!!!.! 

i.nt!_~~~Hary __ Q!_.~~-·!!L ~ill.!~d sec~!..l.!:.l.. reqi&~~!ed \1! 

!!!!._n~_£L!. . ..!.!.£!!!~~r tY not !A!!!!'I..E!!L_l ntei"med i ~r:z·~ 

!...11 the na~e ot _!_!!2..~!!!.!!-2..Ll!l!....!!f!!.!.~~~!~1 .. be r~~ 
~- ~!di to! .. ~!lli .. E~~l2on .. ~!!!.....!!~~!!,_£!!.!1!. 

!:...---.!!!! i nterest_.2U._ debtC2~!!......!.. £!!.!:.!.!!!cat!~ !~ !~Y 
tha!_...!.!: __ i.!L_the P~!!.!!!.ion 2.!..__2:! .. reg.!_stf:l!!_d in ..!h!.....!!!.!!e of .. .! 

!_inancia!_ lnte~!~.£!...J..!!......!.!L~!t if i.~~-!ecur 1 ~¥ 
~giatered in the name ot a f1~~!!!_!~term~diar¥ ~~~! 
!eached bl.....!._£redl ;2r by leg_~!:~!!~2.~...!...t'!~ .. ! !nan£!.!!. 
~~~diary on whose books t~~!!!!!~ of the debtor 

appear~ 

S. Unleso_...Q!!l~!L.E.!~~~~t-.!.....£red!.!.Q!~!!.!! 

yron the interest of_~ebto.:___!.n_~!!~~!..ll~~!int~d~~!!!.~ 
to subsection 3 or 4 1s not a testraint .. on t~e transfer of lh! 

!!.curitY..L..Jree of the li!!!.L...!o a thif.!!~!~~- valu!i. 
but in the event of a .. lli!!!fer L the 11!!!. appllaa .~.£..!he 
proceeds of_ the _trAf!sfcr in _the hand!....£.!_~~-~cured pa!.H'_Q£ 

f inanc1al intermediary L-!~1!.~~-~- ~cld!tas h!_~!.!!.g_pc io.: l.!..:i:. 
i ~· A creditor ~hose debtor i& the owaer of a security 

ahett-be !! entitled to a•ek aid teo~ courts ot appropriat~ 
jur1ad1ct1on, by 1niunction or other~lae, in reachlnq sueh th~ 
security or in satiatying the claim by means thereof-as-ia 

allowed at law or ln equity in regard to property ~hteh ~~!~ 
cannot readily be attaehed~or-~e•ied-dpen £!Ach~~ b1 ordinary 
legal process. 

Sec. ll. Section ~54.8318, Code 1989, is amended to redd 
as follows: 

5S4.8318 NO CONVERSION 6'i GOOD fAITfl 81!bfVEIHY ~~~CT. 

At\ agent or bailt!e o,~ho in qood hiUl tincludinq oh~etlli'l.nce 

of re4Sonable commercial standardlio If the aqent or bailee i ~ 

in the business of buyin~, selling or oth~rwis~ dedlln~ with 

e 0 -
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securities) has received £!£!!~ic~~!1 securities and sold, 

pledqed1. or delivered them 9!.1:!!!-S sold__££_~~!!sed_!he lf~ll&f!_! 

~~-~~9!....2.~ -~n_£er t!~_lcateli__!!'~ll..!..!.!..E~-er \lihlch_ th!.__!!l~~-£! 
ba!!_ee had C~!}_trO! according to the instructions of the 
agent's or bailee's principalL la not liable foe conversion or 
for participation in breach of fiduciary duty although the 
principal had no r Jqht to-cliepoee-of-thee so t9 deal_ witt"!. the 

securiti&!· 
Sec. 34. Section 5S4.8ll9, Code 1989, is amended to read 

as follows; 
554.8319 STATUTE OF FRAUDS. 

A contract for the sale of securities is not enforc~able by 

way of action ot defense unless! 
a. there ia some writing signed by the party against who~ 

enforcement is souqbt or by that party's authorized dgent or 

broker sufficient to indlcate that a contract hae been made 
for aale ot a stated quantity of described securities at a 

defined or stated prlce; or 
b. delivery of the a certificated security or transf~~ 

!!!structlo~ has been accepted 2!_~_ransf_!!_2_f__!D .. !!.!!£!!..l..!f.!£!!;ted 
security_ ha!!~~n-~lste!_ed and ~n_e transf~ree -~ ~~.!..l.£_~_to 

!!!!~.!~ten obje~tion..!.Q. the_issu!~ withif!..~days _after 

!.!£!!Pt of th~Ll.!l.!tial_tra[L~~ion ~~~ent....£2!l!~!l9.....!.h! 
£~!lrat12.!!i or payment has been madeL but the contract is 

enforceable under this provision only to the extent ot s~eh 
th! dellvery or payment) c~ 

c. ~ithln a reason4ble time a writing in confirmation of 
the sale or purchase and sufficient against the sender under 
paragraph •a" has been received by the party aqalnst wham 

enforcement is sought and that party has failed to send 
Wiltten o~jection to its contents wlthln ten days after its 

receipt; or 
d. the party against whom enforcement ls sought admits in 

that party's pleading, testitllony! or otherwise l1' C0\1rt tt\at a 
contract Wds made- for !~~ Sd\e ()t a stilted quantity ot 
des(:c~bed securities dt d detined or stated price. 

(/) ., .,. 
Ul 
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Sec. 3~. Section '>54.8J20, Code 1989, is amended to read 

.i8 follOW&! 

554.8320 TRANSFER OR PLi:DGE WI'l'Hltl A Cf.N'l'RAL DEPOSI'I'{)RY 

S~S'I'EM. 

l. tf-e.-eecttt'tty In dldd!!.!..2~L.10 oth!_£.._g!!_thod! .. L .. ~ ... !..!~!~f .L 

e_!.!~!~~~~- of _!_~~!.!l-.9!....A!!.i' _in~rest the!!.!~ 
be eff~ted b~~~!lg__Q!_ __ ~opriatL!:!!..!.!..!~...£!!...the boo~! 

2.!.3... clear ill9.....£Q.!.2£~ .. ~-U£.!! . ..!!duci!19._ the _!£~~-of...!:_.~~ 

tran!.!_!_!2£..L~S2.!L....2!.___2!!:~~~U~!~!.i!!.9. . ..!h!...~~ of 
!.!!D~s fere!..L.....£!. ed~t......2L£.!..!~QL-~ .. .!.h!.... amollnL.£!_ the 
~ligat_lon~~!..__!!umber_..£,!_ shar_!!_Q.L...!!~~sferr!.!.t_ 

~~!!.L.£! .. ...!:!leaaed, . ..! .. L!!'L!!:£~!..!1 h shown on the account 

2!. .. ~lli~ f e c .2.!..t----E l e~!l2!.L £!_. 2.! ed9e e ~!'---!~ book !!.....2:Llh! 
clear i "1£2.!£2 rat !.2!'...Ll!... !!!Ell~. to~ ££!!.~ 2l.2..L.!..t!! 
c I e!!l!!i~ .££f2£?~t i O!! . .L~9 

a. H cer!,!_!~ted, 

~~ is in the custody of a 1h! clearin9 corporatlonL 

anotheL£~!..!n9.....£2.!.££!..!!.!.2.~ or-of a custodian bantt or a 
no~lnee of either~sab;ect~to-the-inetractions-of-the-eieering 

eorporation anr o!_!h!ms and 
b !!• ia in bear&r for~ or endorsed ln blank by an 

appropriate person or registered 1n the name of the clearing 

corporationL or ! cuetodian bankL or a no~inee of either !nl 
ot thera1 enll 2£. 
~!_sp~ficate~ registered in the name of the 

.el!l.!.l!\..L£!!U~tti2.!!r .. !n9.HJ•r .£!.lli!...'l9. c:orporat ion, a 
~!!.2!ll!!Ll!!!'lk, or a _!!flm.l!!!!... ot a~.Jll~ 

•7-·i•-•no•ft-eft-,he-eecount-ol-e-tr•"•feror-or-ple~gor-o" 

'fte-Ooo~e-of-the-eitert"v-eorporattont 

then,-t"-eddttton-to-otner-met~odsr-e-transfer-or-pledge-cf 

tfte-aec~rtty-or-eny-tnterest-theretn-~ay-be-effecte~-hy-the 

eektng-ot-approprtete-entrtes-on-the-hooka-cf-the-eteartng 
eorporation-redacin9-the-ae~oqnt-of-the-tra~~feror-or-pledgor 

and-inereaetng-tfte-aeeoant-of-the-tran~teree-or-piedqee-by-the 

a~oant-cf-the-obttqetion-or-the-"a~ber-of-ahere8-or-riqhts 

trenaf~rred-or-piedqedv 

e 
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2. Under this section entries may be ~ wlth respect to 

like securities or interests therein as a part of a fun9ible 
bulk and may refer merely to a quantity of d parti.cuJar 
security without reference to the name of the registered 

owner, cart1ficate or bond numberL or the llkeL and, in 
appropriate cases, ~ay be on a net basis taking into account 

other transferal. or pledge&L.£!...~!.!!..!!.! of the same security. 
3. A transfer or-pledge under this section has-th&-&ffect 

of-a-d~iiv~rr-of-a-see~rity-in-bearer-fcrM-cr-daly-eftdcrs~d-in 

btank-fseetlon-SS47e~elt-repreaefttin9-the-a~e~nt-ot-tfte 

obli9aticft-or-the-"usber-of-shares-or-ri9hts-treneferred-or 

pleclged .!..!...._!:{!!cti.'!.!....i!!.£U£!L~i!:.!l!l~_!ll~rcf1ae!f 

!S~!!...1!l!.....!l9.!!!..!!..2f.. the t cans fer or .l.!~t!£!2...~ 30 ~ 

pledge or release under th!.!._Se£!.!.2.!!. . .!..! . ..!.~• transfer of a 
llaai~ . ..!..!!te~!.!~· It a pledge or the creation of a security 
lntereat is 1nt~nded 1 the-sektng-of-entrte~-~a~-t~e-effeet-o~ 

e-takt"t-ot-deliwery-by-t~e-piedgee-or-a-seebre«-party 

tsaettone-5S•h9384-ett~-SSh936St tha securi!l'_!_ntere.st..!..! 

E£rfected at the_ti~e when bo!h value i&JliYeE_~the E!!~~ 
and !..h!....!2e.!..22!.late entries are made (section 5"l4.Ql2l.l· A 

transferee or pledgee under this section is-a-holder ~~- be A 

bona fide.....,E:urchaser (sect!~ S~4.8302J. 

4. A tcanster or pledge under this section ~oee l! not 
ec~atttute a registration of transfer under Part 4 of-this 
Article . 

5. That entriea made on the books of the clearing 
corporation aa provided Jn subsectlon 1 ace not ~ppropriate 

does not affect the validity or effect of the entries nor 2r 
the liabilities or obtigatians of the clearing corporation to 

any person adversely affected thereby. 

Sec. 36. ~-~~· 554.8121 ENfORC£ABILITV, 
A1'TACIJHEt41', PERfECTION, AND 'I'ERHINA'I'ION OP SECURI'I"t INTERESTS. 

1. A security intere~t in a security is enforc~able and 

can attach only i.f it is transferred to the secured party or a 
person designated by the securt::d party pursuant; to a provision 
of section SS4.8313, subsecti.or• 1. 

• 
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2. A security interest so tcansfetred p11r&uant to 

agreement by a transferor who hall rights in the seeurl.ty to a 

transferee who has qiven value is a perfected security 

interest, but a security interest that haa been transferred 

solely under paragraph ''l" of section 554.8313, subsection 1 

becomes unperfected after t~enty-one days unless, within that 
time, the require~ents for transfer under any other provision 

of section S54.831l, subsection 1 are &atiafied. 

J. A security interest in a security is subject to the 

provisions of Article 9, but1 
a. no filing ls required to perfect the security interest1 

and 

b. no written security agreement signed by the debtor la 

necessary to 01ake the aecurity interest enforceable, except as 
otherwise pro11ided in paragraph "h", "i", or "j'' of a~ction 

554.8313, subsection 1. The secured party has the rights and 
duties provided under aectlon 554.9207, to the extent they are 

applicable, whether or not the security is cert1ficated, and, 
lf certificated, whether or not it is in the secured party's 

possession. 

t. Unless otherwise aqreed, a security interest in a 
security 1s terminated by tranater to the debtor or a person 

dea1qnated by the debtor purauat\t to a pro11iaion of section 

5~4.8313, subsection 1. If a security is thus transferred, 

the security interest, if not teuo1nated, becomes unperfected 

unless the security is certificated and is delivered to the 

debtor for the purpose of ultimate sale or exchange or 

presentation, collection, renewal, or regi~tration of 

transfer. In that case, the security interest becomes 

unperfected after twenty-one days unless, within that time, 

the security lor securities for which it has been exchanged) 

i.s transferred to the secured party or a person designated by 

the secured party pursuant to a provision of sect ion ~54 .8313, 

subsection 1. 

- , tl 
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s~c. 17. Section 5S4.840l, Code 1989, is amended to read 

as follows 1 

554.8401 DUTY OP ISSUER TO REGISTRR TRANSFtR, PLBDGE, OR 

RELEA~~· 

1. Wftere !f a £!!!!!lcated security in registered for~ is 

presented to the issuer ~ith a request to reqlster tranaferT 

or an instruction is presen~ed -~o th,.!_ issuer ~lth a reques,;~ 

reqls~~t-~!!n!fe!L.il!~t or release the issuer ta-~ftdet-a 
l!ldty-to &hall re9ister tha transfetL...P.!!!!9!..t __ or release as 

requested if.!. 

a. the sec11r!ty ia endoraed or the lnatructlofl.~! 

2!~9!~ated by the appropriate person or persons !section 
554.8308t; and 

b. reasonable assurance is qi11en that those endorsement& 

Q! __ instructiona are c;~enulne and effective (section 554.B402); 

••d 
c. the is~uer has no duty to-inqdite-into as to adverse 

clai~s or has d!scharqed any-a~eft the duty !section 554.84031: 

••d 
d. any applicable law relating to the collection of taxes 

has been co~pl1ed with; and 

e. the transferL.£.!~!t .. EL.~!!.!aa_! is ln fact rightful or 
is to a bona fide purchaser. 

2. Where !! an issuer 1a under a duty to register a 

transferL-£ledgeL_2r rel~ of a securityL the issuer is also 

l1able to the person presentln9 tt a certificated security Of 

!_n insH!!.C:~l£1} for req1stration or that person's principal for 

loss resultlnq from any unreasonable delay in re9istrat!on or 

from failure or refusal to registe~ the transferL-~~r 

re!_!_!se. 

Sec. lB. Section 5~4.8402, Code 1989, ls amended to read 

as follows: 

55-1.8402 ASSURANCE THA'l' I::NOORSEMENTS AND INS"l'~~~c:!_!Q~§ ARE 

J::YfEC'I'I VI!. 

rJ) 
'TI 
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1. The issuer may require the following assurance that 

each necessary endorsettlent 2t..!....£ert!t!£~ted S!£.ur!~ .. -2!.-~!'!~h 
~~truc~ion !section 554.8308) is genuine bnd effectivej 

a. ln all cases, a guarantee of the signature (subeeetton 

i-of section S54.8Jl2.L!~!?:secti~.!l..!...£UJ of the person 

endorsing !.. cer ..!!!.!cat!~ .. !!ecu r i tl.....Q.~ ... 2.!..!.s.!.!!!.li..!!9_.!.!! 
l!!lli~ctio~ inc!~~-!~ .. the £~Be of . ..!.!l....!.!!!.truct1on1. .. ~ 

~!..!~!l!..Y . .2f the . .!:.~.!!~ ide!!_~ifica!Jon '!~!!'lber .2:!.1......~ 
ab!ence. ~~ereo.L..._2!_h~L_!.!!!..<?~.!!!!!. ~~!~.£!.....2! .. !~f!V!.YI and 

b. •kere !! the endorsement 1a ruade _Q!.__!h!....!..!!.!~~ 
orig!~ated by an agent, appropriate assurance of authority to 

sign; 
c. where !.~ the endorsement is mad! or th.!_ tns~f_ucti£.!!. . ..!..! 

Q!!g!~ated by a fiduciary, appropriate evidence of appoint~ent 

or incumbency; 
d. where !! there is more than one fiduciary, reasonable 

assurance that all who are required to sign have done so; and 
e. where !! the endorsement ls made ~~~e ins~ructio.!!_l! 

£!19inate~ by a person not covered by any of the foregoing, 
assurance appropriate to the case corresponding as nearly as 

may be to the foregoing. 
2. A ·•guarantee of the aignatltre" in subsection 1 rneans a 

guarantee signed by or on behalf of a person reasonably 
believed by the issuer to be responsible. ~he issuer may 
adopt standards with respect to responsibility pro•ide•-aaeh 

etarularlia ~.Y. are not manifestly unreasonable. 
1, ''Appropriate evidence of appointment or inc~Jrubency" in 

subsection l means 
a. in the case of a f1duciary appointed or qualified by a 

court, a certificate issued by or under the direction or 
supervision of that co~rt or an officer of that court and 
dated w1thln one hundred eighty days before the date of 

presentation for transfert....E..!..!£9~ 2:f~!~ase; or 
b. in any other case, a copy of a doctJment showinq the 

appointment or a certificate issued by or on behalf of a 

e • 
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person reasonably believed by the issuer to be responsible or, 
in the absence of aaeh-a !h!~ docuruent or certificate, other 
evidence reasonably deerued by the laslter to be appropriate. 
The issuer may adopt standards with respect to a~eh the 
evidence provtde4-~~eh-atandarda it they are not man1festly 
unreasonable. The issuer is not charged with notice of the 
contents ot any document obtained pursuant to this paragraph 
''b'' except to the extent that the contents relate directly to 

the appointment or incumbency. 
4. The issuer may elect to require reasonable assurance 

beyond that specified in this sectlonL but if it does so andL 
for a purpose other than that specified in subsection 3 "b•L 
both requires and obtains a copy of a will, tr~st, indenture, 

articles of copartnership, bylawsL or other controllin9 
instrument.!. 1t is charged with not1ce of all matters cot\ta1ned 

therein affecting the transferL-pledqe~.~~· 
Sec. 39. Section ~~4.8tOJ, Code 1989, is amended to read 

as follows: 
5St.8403 biHif6B-9HfV-6P-IHQHIRY ISSUER'S OUT~.AS TO 

ADVER~~- CLA!~~· 
l. An isslter to whom a ~n.if1c~ted security is presented 

for registration ia-~nder-a-Oaty-to ~! inquire into adverse 

claims if.!_ 
a. a written not1fication of an adverse claim is received 

at a time and in a ruanner •hteh-afforda !!!£!2~ the issuer a 
reasonable opportunity to act on it prior to the issuance of a 
new, reissued.!. or registered certificated security.!. and the 
nottficatlon identifies the claimant, the registered owner.!. 
and the issue of which the security is a partL and provides an 
address for communications directed to the claimant; or 

b. the 1s9uer is char9ed with notice of an adverse claim 
from a controlling instrument •hieh it has elected to require 
under ~ubseetion-4-of section S54.8402L.~bse~~iot\ 4. 

2. The issuer may discharge a.ny duty of inquiry by any 
reasonc1ble mean~. including notifying an adverse claimant by 

• 
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re9iatered or certified ~dll at the address furnished by the 

adverse claimant or if there be no such dddress at the adverse 
claimant's residence or re9ular place of business that the 

certi.H~~~!.~ security has been presented tor registration of 
transfer by a named person, and that the transfer will be 
registered unlaas within thirty days fro~ the date of ~ailin9 
the notification, either1 

a, an appropriate restrainin9 order, injunction or other 
process issues from a court of competent jurisdiction; or 

b. !_h_!!.!._l!_flled with the iss~~!: an indemnlty bondL 
sufficient in the issuer's judgment to protect the issuer and 

any tranafer agent, cegistr&rL or other a9ent of the issuer 
involved7 fro~ any loss w~teh it or they may suffer by 
co~plyin9 with the adverse claim ta-ftted-with-the-ts•~er, 

l. Unless an issuer i.s charged wlth notice of an adv~ree 
claim from a controllin9 instrument which lt has elected to 
require under suDs~etio~-C-of section SS4.8402t_!~bsection 4 
or receives notification of an adverse clai.m under subsection 

1 of-this-aeet+o~. ~here l! a certii!£~~~~ security presented 
for registration is endorsed by the appropriate person or 
persons the issuer is under no duty to inquire into adverso 
claims. In particula.rl 

a. an issuer re9isterin9 a certificated security in the 
name of a person who is a fiduciary or who is described as a 
fiduciary ia not bound to inquire Into the existence, extent, 
or correct description of tne fiduciary relationahipl and 
thereafter the issuer may assume without inquiry that the 

newly registered owner continues to be the fiduciary until the 
issuer receives written notice that the fiduciary is no longer 
acting as such with respect to the particular security, 

b. an lsauer re9isterinq transfer on an endorse~ent by a 

fidtJciary ls not bound to inquire whether the transfer is nade 
in compliance with a controlling instrument or with the law ot 

the state havinq jurisdiction of the fiduciary reldtionship, 
including any law requi.rinq the fiduciary to obtain couct 
approval of the transfer; and 

e , 
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c. the issuer is not char9ed with notice of the contents 

of any court record or file or other recorded or unrecorded 
document even thou9h the document 1a in ita possession and 

even thou9h the transfer is made on the endorsement of a 
fiduciary to the same fiduciary or to the fiduclary'a nominee. 

!! An issuer is -~~~L!'!~L.!!~!..Y_as to adverse claims with 

!.~.!~££.. ~2 .. !!l u nee r t i fica ted __ !!f~!ll.Y:.-!~.2!.!. 
a. claims e!!'~2s!!ed in a restraining order, l!'!_j_!!~£~1on-L....2.! 

2_~h~!- legal process aerved_~£2.Q.....~he issuer if the proces~ .. ~.!~ 

!!!'!~.~-.!~ .. ! ... ~ime and in a manner affordl£!9 .. ~!:!e issuer a 
reasonable ~!.tunity to act on it in accordA~£! .. ~!£.!L the 
!_!Yuirements of subsect!_2!!_.!1. 

~!~hu!_.of which t!le user has !.!:£!:!~ed.a written 
notification from.!he registered owner or the £~3!!~~!~~ 
eledgee if the notificas_!~!!.. ~!!: __ !~celved at a time and i!! ! 
~anner affording the issuer a reasonabl~_£p~~tunity to act on 
it in accordance w!th the requirements of subS~£!!9~~ 

~-claicns (lncluding_!!!.H.!£tions on transfer not i~f2!~2 

~h!._..!.!!:!~!:l._to which the reqi._!~ration of transfer to the 

present regi&t!!;!~~-.owner was subject and_~!: so noted in the 
initial tran$act10f!.._~tatement sent to th!;_ !.!!!o!!...'.L and 

£!: .... £!aims as to wh!£!L.!!L!!suer is char.9.!.!L~Hh.!lfl.!.!~ 
from....!._.£2:!!Hollinq instrume!'!~ _!.~.~!& elected to reg~!!!:_~'!'.!~! 

sect ion 5S4.8!QlL subsection 4. 

S. If the __ isS'.:!!!.-~! .. ~!l_uncerttficated s~curity is under a 
duty as to af!_advers!__£!~~~~ the issuer di.scha!.9_!S that duty 

!!.i'.c 
!: ... J!'cludiog a notation._o! the claim in a~y._statements 

!!:!!.L~!th res.E.!£t to the s~curity under eecti9!! 554,8408!. 

su2!~£~~ons 1, 6, and 7; a~~ 

~:. ... f!~~!!.!l9 .. to register .. ~.!l..!...transfer or pledge of the 

se£~!~~}' -~~!~!~ .. ~he nature 2~ _H!e claim does ~ot preclude 
tran~ter _£!:__£.!~~~!!~j!.£t .~n~!.eto. 

~.:. ___ !!___the t!~nsf!:!:£ _Q!._.E.~!:!:~ge of the aecur i~ __ .!.!:9!!tered 

~~!~j~£~__i2.-~!l. ~dv!_!.£!1! .s!~!.O!! __ ~- nota_~~Q~.Q~.l~.£!!!~~~:!I...!:!!: 

en 
"II 
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!.!'cl~ded _jn_ the_ .~!.t i<!!-.!~~act !'2n ~~~!!lU~!!..! 
!~ baequ!,!! ~- stat eft! en t a .. ~n_!_l5?:___l_~~--; !:_!!'!ti f e: !!......!!'!~_J2 ~~~9~!!~e r 
!~ti~'! 22~~08:. 

h_. No~wl thst_and~n.g__sllbs!cti~--~- i:!nd ~L-~.L~n 
!!!!£!.H . .!.l! cated s_ecu ! . .!!Y~~-sub~U£....!.. !:£9iillfUd 2_1 ed9!. .. at 

~h...!.__!.ime the~!!ue~. !.!.!~~ und!!....U~~Y._!!._!~ . ..Elli!£lllcl! 

!~~ ~~-~~-- !~!.!..-.h!~~!!!Y....!.!!. -~~~-cla i!!._l! 

l!.!!'B f e.r_2'L .. !.h!...J!! cur i ~-i~ _ _!!___!!~!!~~y .J:...~!L~gl.!.;~ ed 
~!~~!.~ L..!.!!_ .~!:.22~ 1 ate E!!.~ . .!f ~!.!!9 . .1.2! _ _!h~9 is t e.! ed 

Eledg!.!._ unl!_~ 
!_• _!~clal~!~bodl! .. ~-_!!!_!~!_..E.!~~~ic~!S9li 

Exovid~.!._E:thec~!U_ 
~-~n.a cl~- ~.asserteU_!!__!_ '!!.!J.t ter!_ not!.!!m.!.Q.!l.. t rom 

the.~!. s ter~pl edS!!l. 
£.!....__ the claim was one as to wh!ch _U}.!L.!.!~--~-.£!!.!:~~ 

~i.th noti£!..__!~~ntro!..!.!n.g_Jnst.:.uru~nt it required _und!£ 

~JCction .. 2~!402,_~~section~Q!!.!!!!:Ct!on with _the 

I!!_ edge!:.' .!......!.!9uesU2D! an! fer L..£! 
!:.... .. the _tra~!__!:!q~~.!.!...-~U!"J.!..._f!9.!!te!~~:. 
Sec. 40. section S54.B404, Code 1989, is amended to read 

as toHowst 
SS4.8404 LIABILI'l"i AND NONI.JABILIT)' FOR REGtSTRATlON. 

l. Except as otherwise provided in any law relating to the 

collection of taxes, the issuer is not liable to the ownerL 
eledg!!..!. or any other pereon suffering loss as a result of the 

registration of a transferL-Eledg!L.2r relea!! of a securlty 

if! 
a. there were on or with the ~!fic!ted security the 

necessary endorsements or the issuer had received a!): 

ineU.~.£.!.!..2.!L.E:!l9inated ~Lan appropri.at!.....£!.!:..!£!l !section 

SS4 .8308 J 1 and 
b. the issuer had no duty to-tnq~ire-tntc as t2 adverse 

claims or has discharqed anr-,ac" ~he duty (section 554.8401). 

2. Where !.!. an issuer has registered " transfer ot a 

~~-~Lt!£!~~ security to a ptH son not et\t it led to 1 t !. the 

e • 
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issuer on demand ~aat !ha~! deliver a like security to the 

true owner unless! 
a. the registration was pursuant to subsection 1; or 

b. the owner is precluded from asserting any clai~ for 

registering the transfer under aabsectlon-l-cf-the-£olkcwing 

section ~54:~.405.1 subsection l; or 
c. each ln! delivery would result !n overissue, in which 

case the issuer's liability is 9overned by section 5>54,8104. 

~_!f_an i!s~er has improperly registered a tra~afe!L 

pledge, O! release of an uncertitlcated sec~r.~L-!h!_~!£ 
2fl_~~~om the in1ured party ahall restore the records as 

to the ~ured_party to the condition that wou!d have obtal~ed 
!f...!!!!_ltDptoper reqistration_had __ not. been made unless1 

a. the registration was.~auant to subsection~! 

!!~·-1!!!.......!.!9.!.!~. rat .!..£!l. .. ~!~!su l U1!...2Y.!!.l~!L !..!!. wh i ~!:! 
£!!!....ln!.....!..!.!~~...!....!! abil i ty_J..! .9..Q.Y~!!...Et.._!!ct.!~-2.?.4. 8104.:. 

Sec. 4l. Section 554.840~. Code 19B9, is amended to read 

as follows 1 

SS4.640S LOST, OES7ROVEDL AND STOLEN ~~~ED 

SECURITIES. 
1. Where !fa £!!tif!cate~ security has been lost, 

apparently de&troyed~ or wronqfully takenL and the owner fails 

to notify the issuer of that fact within a reasonable time 

after the owner has notice of it and the issuer registers a 
transfer of the security before receivln9 a•ch-a notification, 

the owner is precluded fro~ asserting against the issuer any 

claim for registerlnq the trans for under the-precedinCJ sect ion 

5S4:...!!Q.1 or any ckalm to a new security under this section. 

2. K"ere If the owner of a security clal~s that the ~ 

~!.tlfi£!_ted security has been lost, destroyed!. or wrongfully 

taken, the issuer tat18t !~ i.ss\le a new £!.!l.!.ficated security 

2.~ t .. !!l_~!!£......Ql?t iO!~~ _ the~l!4!!..J: .. ~-equivalent .. ~£ert it icat~.!! 
~~£~£!ly in place of the original security if the ownerl 

a. so requests before the lsauer has notice that the 

security has lleen acqoirlld by a bona fide purcha-ser; and 

~. fil~s with the isHuet a sufficient indemnity bond; and 

• 
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c. 6atisfies any other r~a$onable requirements imposed by 
the issuer. 

J. If, after the is~ue of the ~ new certificated or 

unceW!!£.!~ed security, a bona fide purchaser of the ori~inal 
certificated security pre~tints it for re~lstration of 

transfer, the issuer ~~st shall register the transfer unless 
re9istratlon would result in overissue, in which event the 

issuer's liability ls governed by section 554.8104. In 

addition to any rights on the indemnity bond, the issuer may 

recover the new £~~~!ficated security from the person to whom 
tt was issued or any person taking under the person to whom it 

was issued except a bona fide purchaser Q.f !!!.!Y ~£!.!!.Cel the 

uncert;f!~ated securgy unlesa a -~-q!!a fide purchaser_.£!: .!!!I 
~~!on taking __ under a bon!~ fide purchaS!:f !.!. then the 
reqlat~!~c:i owner or !eqistered .P!~dqee thereof. 

Sec. 42. Section 554.8406, Code 1989, is a~ended to read 
as follows: 

554.8406 DUTY OF AUTHENTICA~ING TRUSTEE, TRANSPER AGENT OR 
R£GISTRAR. 

1. Hhete !~a person acts as authenticating trustee, 
transfer agent, registrar, or other a9ent for an issuer in the 

registration of transfers of its £~rtificat~~ securities or~~ 

lli._ !!9!!trat ion of transfe!.!.L pledge!: and ulea&!!....2.L!!! 
uncertifica~ed securitie!.L i.n the issue of new aecurities.L or 
in the cancellation of surrendered securiti.e&! 

a. that person is under a duty to the issuer to exercise 
qood faith and due diligence in performing that person's 
functional and 

b. tbat-petaon-hea with regard to the particular functions 

that person perfort!'lsc.!.h!L....12!!~!1. has the same obligation to 

the holder or owner of the !.....£!.!~!.f1cated security or to .. ~~~ 

9.:!!!.!.!......2!.....f?ledq.!~.of an uncertificated securitj: and has the 
same ri9hts and privileqes as the issuer has in reqard to 
those functions. 

• ~ 
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2. Uotlce to an authenticating trustee, transfer aqent, 

registrar or other e~eh agent is notice to the Issuer with 
respect to the functions performed by the a~ent. 

Sec. B. !!13W __ ~ECTION. SS4.8407 EXCHANGEABILITY OF 
SECURITieS. 

1. No issuer ie subject to the requirements of this 

section unless it regularly maintains a system for lssuin9 the 

class of securities involved under which both certificated and 

uncertificated securities are reqularly Issued to the category 

of owners, which includes the person in whose name the new 
security is to be registered. 

2. Upon surrender of a certificated security wlth all 
necessary endorsen1enta and presentation ot a written request 

by the pen~on surrendering the security, the issuer, U the 

issuer haa no duty as to adverse claims or has dischar9ed the 

duty !section 554.8401), shall issue to the person or a person 

designated by that person an equivalent uncertiflcated 

security subject to all liens, restriction&, and claima that 

were noted on the certificated security. 

l. Upon receipt of a transfer instruction ori9lnated by an 
appropriate person who ao requests, the issuer of an 

uncertificated security shall cancel the uncertificated 

security and issue an equivalent certificated security on 

which must be r1oted conspicuously any liens and restrictions 

of the issu~r and any adverse claims (as to which the issuer 

has a duty under section 5S4.840l, subsection 4) to which the 
uncertificated security was subject. ~he certificated 

security shall be re9istered in the name of and delivered to: 

a. the registered owner, if the uncertificated security 
was not subject to a registered pledge1 or 

b. the registered pledgee, it the uncertificated security 

was subject to a reqistered pledge. 

Sec. 44. ~~~~SECT!Q~· S54.8408 STATEMENTS OF 
UNC£R'I'IPICATl::O St:CUR!'l'IES. 

en , 
~ 
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1. Within two business days after the transfer of an 
uncerti.ficated securHy has been registered, the issuer shall 
send to the new registered owner and, if the security has been 

transferred subject to a re9istered pledqe, to the registered 

pled9ee a wrlttun ataternent conta1ning: 
a. a descript1on of the issue of which the uncertificated 

security is a part; 
b. the number of shares or units transferred; 
c. the name and address and any taxpayer idetltltlcation 

munber of the new registered owner and, if the security has 
been transferred subject to a registered pled9e, the name and 

address and any taxpayer identification number of the 

registered pledqee: 
d. a notation of any liens and restrictions of the issuer 

and any aduerse claims Ia& to which the ls$uer has a duty 

under section S,4.840l, subsection 4) to which the 
uncertiflcated security is or may be subject at the time of 

re9istration or a statement that there are none of those 

liens, restrictions, or adverse claims; and 
e. the date the transfer was reqistered. 
2. Within two business days after the pledge of an 

uncertificated security has been registered, the issuer shall 
senJ to the registered owner and the registered pledgee a 

written statement containinq: 
a. a descr iptlon of the isaue of which the uncertUicated 

aecurlty 1a • part1 
b. the number of ahara• or units pled9edJ 
c. the n•~o and addresl and any taxpayer identification 

number ot the reQlotared owner and the reqletered pladqee1 
d. a notation of an~ liens and restrictions of the issuer 

and any ddverse claims (as to which the issuer has a duty 

under section S54.840l, subsect1on 4) to which the 
uncertificated security is or may be :>ubject at the time ot 

registration or a statement that there are none of those 

liens, restrictions, or adverse claims: dnd 

e. the date the pledge ~as reqistered. 

e 
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3. Within two business days after the release fro~ pledge 

of an uncertificated security has been registered, the issuer 
shall send to the registered owner and the pledgee whose 

interest was released a written statement contalninq~ 
a. a descrlptlon of the issue of which the uncertiflcated 

security is a part1 
b. the number of shares or units released from pledge, 

c. the name and address and any taxpayer identification 
number of the registered owner and the pled9ee whose interest 

was released, 
d. a notation of any liens and restrictiona of the issuer 

and any adverse claims [as to which the iaauer has a duty 

under section S54,840l, subsection 4) to which the 
uncerUficated security is or may be subject at the time ot 
registration or a statement that there are none of those 

Liens, re~trictions, or adverse clai~s; and 
e. the date the release was reqistered. 
4. An ''initial transaction statement" is the statement 

sent to: 
a. the new re9istered owner and, 1f applicable, to the 

registered pledgee pursuant to subsection 1; 
b. the registered pledgee pursuant to subsection 2; or 
c. the reqiatered owner pursuant to subsection J. Each 

initial transaction statement shall be siqned by or on behalf 
of the issuer and ~uat be ld~ntlfled as "initial transaction 

statement•. 
5. Within t\o·o business days after the transfer of an 

uncertiticated security has been reqistered, the iasuer shall 
send to the former req1stered owner and the former reqistered 

pledgee, if any, a written statement containing: 
a. a description of the isfiue of whlch the tJncertificated 

$ecurity is a part; 
b. the number of shares or ttnlt9 transferred; 
c. the name and address at\d any taxpayer identification 

number of the forll':er registered owner and of any former 

regi.st.ered phdqee; and 
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d. the date the transfer ~a~ reqi»tered. 

6. At periodic intervals no less frequent than annually 
and at a~y time upon the reasonable written request of the 

re9lstered owner, the i~suer shall send to the registered 
owner of each uncertificated security a dated written 
state~ent contalninq: 

a. a description of the issue of vh~ch the uncertHicated 
security 1a a part1 

b. the na~e and address and any ta~payer identification 
nurober of the reqistered owner1 

c. the number ot sharea or un1ta of the uncertiflcated 

security registered in the name of the reqistered owner on the 
date of the statement 1 

d. the name and address and any taxpayer identification 

number of any reqlstered pledgee and the number of shares or 
units subject to the pledqe: and 

e. a notation of any liens and restrictions of the issuer 

and any adverse claims (as to which the issuer has a duty 
under ~action 554.8403, subsection 4) to which the 

uncertificated security i~ or may be subject or a statement 

that there are none of those liens, restrictions, or adverse 
claims. 

·1. At periodic intervals no leas frequent than annually 

and at any time upon the reasonable written request of the 

reqistered pledgee, the issuer shall send to the registered 

pledgee of each uncertificated security a dated written 
statement containing: 

a. a description of the issue of ~hich the uncertificated 
secur1ty ia a part; 

b. the name and address and any taxpayer identification 
number of the registered owner; 

c. the name and address and any tcu:payer identification 
number of the reqistered pledqe~: 

d. the nu~ber of shares or units subject to the pledge; 
•nd 

e fl 
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e. a notation of llny lien~ and restrictions of the lssuer 

and any adverse claims (as to whlch the issuer has a duty 
under section S54.840l, ~ubsection 4) to which the 

uncertificated security is or ~ay be subject or a statement 

that th~re are none of those liens, restrictions, or adverse 
claims. 

8. lf the issuer sends the statements described in 

subsections 6 and 7 at periodic interval& no less frequent 

than quarlerly, the issuer is not obliged to send additional 

statements upon r~quest unless the owner or pledqee requeetlng 

the~ pays to the issuer the reasonable cost of furnishing 
theo, 

9. Each statement sent pursuant to this section ~ust bear 

a conspicuous legend reading substantially as follows: ''This 
statement is merely a record 

of the time of its issuance. 

itself, confers no rights on 

of the rights of the addressee as 

Delivery of this statement, of 
the recipient. 7his statement is 

neither a negotiable instrument nor a security." 

Sec. 45. Section 554.9103, subsection 3, paragraph a, Code 
1989, is amended to read as follows; 

a. 'l'his subsection applies to accounts (other tnan an 

account described in subsection 5 on minerals) and general 

intangiblats i£ther ~h!l_"~!!.~!ficate~ .. securlt!!.!l and to 

goods which are mobile and which are ot a type nor~ally used 

in more than one jurlsdlctlon, such as motor vehicles, 

trailers, rolling stock, airplanes, shipping containers, road 

building and construction machinery and commercial harvesting 
machinery and the like, if the goods are equipment or are 
inventory leased or held for lease by the debtor to others, 

and are not covered by a certificate of title described in 
uubsection 2. 

Sec. 46. Section ~54.9103, Code 1989, is a~ended by adding 
the followin9 new s~bsection: 

~1.::1'1 ~l!!!SEC'!~ON. 6, lltlCER'rii'ICATED SECURITIES. The law 
!including th~ conflict of laws rules} of the jurisdiction of 

(/1 
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organization ot the issuer governs t~~ perfection and the 

effect of perfection or nonperfection ot a sectuity interest 

in uncertlficated securities. 
sec. 47. Section 554.910S, aubsection 1, paraqr~ph i, Code 

1989, is dmended to read 49 followsl 

1. ''lnstrument'' m~ans a negotiable inotrument (defined in 

section 554.3104), or a cer~.lli<:a.~ed security !defined in 

section 554.8102) or Any other writing which evidences a right 
to the payment of money and h not itself a security agreement 

or lease and is of a type which is in ordinary course of 

business transferred by delivery with any necesaary 

endorsement or assiqnment; 
sec. 4B. Section 554.9203, subsection l, Code 1989, is 

arnended to read aa follows: 
1. Subject to the provisions of ~ection 55t.4208 on the 

security interest of ~ collectinq bankl_!!£!1~554.832!_Qn 

:!!£~.! .... H.Y..-..!.!!!..!U.!.!!.!L..!...'!.. ~£.!!.!!!...!.!! and section 554.9111 on a 
security lnterest arising under the Article on Sales, a 

security interest is not enforceable against the debtor or 

third parties with reapect to the collateral and does not 

attach unleas..:.. 
a. the collateral is in the possession of the secured 

party pursuant to aqreett~ent, or the debtor has siqned a 

security agreement which contains a deacrJption of the 

collateral and in addition, when the security intereat c~vers 

ccopa 9rowln9 or to be 9rown or timber to be cut. a 

de1crlptton ot the land concecnad1 a~d 

b. value hiD been 9ivena and 

c. the debtor hat riQhtl in the collaterAl. 

Sec, f9. Section 554.9Jn2, subsection l, para9raph t, Code 

1989, is amended to read as follows: 

f. a security interest of a collecting bank (section 

S54.420S) 2.!--!.n~~!!.!!S (s.ec~io~ 554!_83~!.1 ()r arising ttnder 

the Article on Sales (see section 5S4.9lll) or covered in 

subsect ior\ 3 of this section: 

-
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Sec. 50. Section ~~4.9304, subsections 1, 4, and S, Code 

1989, are ~mended to read as follows: 
l. A security interest 1n chattel paper or negotiable 

documents may be perfected by filing. A security interest in 

money or instruments {other than £Brtl!.!~ted......!.!.£!!.!.!.!!!!....2!. 

instruments which constitute part of chattel paper) can be 

perfected only by the secured party's takinq possessio~, 

e~cept as provided in subsections 4 and S of this section and 

section SS4.9306, subsections 2 and 3, on proceeds. 

4, A security interest ln instruments I£!h!!_~~ 
£ertlflcated securitl!!l or negotiable documents is perfected 

without f1linq or the taking of possession for a period of 

twenty-one days from the time it attaches to the extent that 

it arises for new value qiven under a ~ritten security 

agreement. 
S. A security interest rem~ina perfected for a period of 

t~enty-one days without filing where a secured party having a 

perfected sec~r1ty interest in an instrument iQthe!_!ha~ 

~!tificat~~~tie~l' a ne9otlable document or goods in 

possession of a bailee other than one who haa lasued a 

negotiable document therefor 

a. makes available to the debtor the goods or documents 

representing the goods for the purpose of ultimate sale or 

e~ch•nge or for the purpo&e of loading, unloading, storing, 

shipping, transshipping, man~facturing, processing or 

otherwise dealing with them in a manner preliminary to their 

sale or e~chanqe, but priority between conflicting security 

interests ln the goods i~ subject to section SS4.9ll2, 

subsection 3; or 

b. del iver!l the instrument to the debtor for the purpose 

of ultimate sale or exchange or of presentation, collection, 

renewal~ or registration o( transfer, 
Sec. Sl. Section 554.93G5, Code 1989, is amended to read 

as follo...,s: 

• 
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SS4,9l05 WHEN POSSESSION 8\' S£CUR£[) PAR'l''i PERfECTS 

SECURITY INTERES'l' WITHOU1' PILING. 

A security interest in letter~ of creJit and advices of 

credit jsubsection 2 ''a'' of section 5S4.SlL6), qoods, 

instrurnents 12:~!!!~ ~"-!f!. £ertlflcated __ securi.th.!l, money, 

negotiable documents or chattel paper may be perfected by the 

secured party's taking possession of the collateral. If such 
collateral other than goods covered by a negotiable document 

i.s held by a bailee, the secured party ls deemed to have 

possesaion tram the Urue the bailee recelvea notiflcat1on of 

the secured party's interest. A security interest is 

perfected by possession from the tirne possession ls taken 

without relation back and continues only so long as possession 

is retained, unless otherwise specified in this Article. The 

security interest may be otherwise perfected as provided in 

this Article before or atter the period of potisession by the 
secured party. 

Sec. 52. Section 554.9309, Code 1989, is amended to read 

as follows: 

554.930~ PROTECTION Of PURCHASERS OP' INSTRUKENTS AND 
OOCUHEUTS AND SECURI'I'IES, 

Nothing in this Article limits the rights of a holder in 

due course of a negotiable instrument (section SS4.3J02) or a 

holder to whom a negotiable document of title has been duly 
negotiated (section 5~4.7501) or a bona fide purchaser of a 

security (section ~&•~838t 554.8302) and such holders or 
purchasers take priority over an earlier security interest 

even though perfected, Filing under this Article does not 

constitute notice of the security interest to such holders or 

purchasers. 

Sec. SJ. Section 554.9312, subsection 7, Code 1989, is 

amended to read as follows: 

7. If future advances are made while ct ~:>ocurity interest 

is perfected by filing:. er the taking of possession, 2:!...~!!£~! 

sec~~ 554.:..8321_2_!! !~~~~!.!:!~ the security interest has th~ 

e f/1 
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same priority for the purpo~es of subsection S with respect to 

the future advances as it does with retipect to the first 

advance. If a commitment is made before or while the security 

interest is so perfect~d, the security interest has the same 

priority with respect to advances tude purstHIIOt thereto. In 

other casea a perfected security interest has priority from 
the date the advance la made. 

Sec. ~4. Section 5S •• l201, subsections &, 1•, and 20, Code 
1989, are aMended to read as follows; 

S. "Bearer" means the person in possession of ar1 

instrument, document of title, or certificated security 

payable to bearer or endorsed in blank, 

U, "'Delivery" with respect to instruments, documents of 

title, chattel paper~ or certificated securities means 
voluntary transfer of possession. 

20. ''Holder'' means a person who la in possession of a 

document of title or an instrument or an a certificated 

investment security drawn, issued~ or endorsed to that person 

or to that person's order or to bearer or in blank. 

Sec. 55. Section 554.5114, subsection 2, Code 1989, is 
amended to re~d as follows1 

2. Unless otherwise agreed when documents appear on their 

face to comply ~ith the terms of a credit but a required 

document does not in tact conform to the warranties made on 

negotiation or transfer of a document of title (aectlon 

S~4.7507) or of a certificated security {sectton 5S4.8l06) or 

ia forged or fraudulent or there is fraud in the tranaactlon.:. 

a. the issuer must honor the draft or demand for payment 

if honor is demanded by a negotiating bank &for other holder 

of thd draft or demand which has taken the draft or demand 

under the credit and under circumstances which would make 1t a 

holder in due courae (section 554.13021 and in an appropriate 
case would make it a person to whom a doc~ment of title has 

be~n thlly negotiated {section SS4.7502) or a bona fide 

purch.::n•~r of a ~-~t if ica~~s! security (section S54. 8102}; and 

1/) , 
~ 
<II 



Senate File 475, p. 55 

b. in all other cases as against its customer, an issuer 
acting in good faith may honor the draft or demand for payment 
despite notification from the customer of fraud, forgery or 
other defect not apparent on the face of the documents but a 
court of appropriate jurisdiction may enjoin such honor. 

JO ANN ZIMMERMAN 

President of the Senate 

DONALD D. AVENSON 
Speaker of the House 
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