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A BILL FOR

1 An Act relating to Article 8 of the Uniform Commercial Code, by
2 including both certificated and uncertificated securities

3 within the scope of Article 8, and by making conforming

4 amendments to Articles 1, 5, and 9.

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 554.8102, Code 1989, is amended to read
as follows:

554.8102 DEFINITIONS AND INDEX OF DEFINITIONS.

1. In this Article, unless the context otherwise requires

as--A-lsecurity'l-is-an-instrument-whieh

ts—-ta-issued-in-bearer-or -registered-form;-and

tic--ts-of-a-type-commonty-deatt-in-upon-securities
exchanges-or-markets-or-commonty-recegnized-in-any-area-in
whieh-tt-its-issued-or-deatt-in-as-a-medium-for-investments—and

tits~—is~eitther-one-of-a-ctass—or-serites-or-by-its-terms-is
divisibte-tnto-a-ctass-or-series-of-instruments;-and

tvr--evidences-a-sharey-partieipation-or-other-interest-in

property-or-in-an-enterprise-or-evidences-an-obiigation-of-the

tssuers
a. A "certified security" is a share, participation, or
other interest in property of or an enterprise of the issuer

or an obligation of the issuer which is

i. represented by an instrument issued in bearer or

registered form;

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

markets or commonly recognized in any area in which it is

issued or dealt in as a medium for investment; and

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

divisible into a class or series of shares, participations,

interests, or obligations.

b. An "uncertificated security" is a share, participation,

or other interest in property or an enterprise of the issuer

or an obligation of the issuer which is

1. not represented by an instrument and the transfer of

which is registered upon books maintained for that purpose by

or on behalf of the issuer;

1i. of a type commonly dealt in on securities exchanges or

markets; and

1ii. either one of a class or series or by its terms

divisible into a class or series of shares, participations,

_.l_




‘ interests, or obligations.

bz c. A "security" is either a certificated or an |

uncertificated security. If a security is certificated, the

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

intangible interest, the instrument representing that

interest, or both, as the context requires. A writing whteh [

that is a certificated security is governed by this Article

(o S BERY © AT ¥ 2 B -~ VT & B

and not by uniform-commerctal-code----commerecial-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

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.

A certificated security is in "registered form" when

16 e d.
‘ 17 if:
18 i. it specifies a person entitled to the security or to

19 the rights it evidences represents, 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 d 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.

126 2. A "subsequent purchaser" is a person who takes other
127 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 eof
32 whieh is held by or for one or more persensy-ether—-than

33 indtviduats, 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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each of whem which is

i. +s subject to supervision or regulation pursuant to the
provisions of federal or state banking laws or state insurance
laws, or

ii. +s8 a broker or dealer or investment company registered
under the Securities-Exchange-hAect-of-1334-{48-Stat+-881+-15
Hs5-€s--78a-et-seq-y-or—-the-Investment-Company-Act-0£-1546-{t54
Stat+--789;-15-8+5+€+-80a-1-et-seq+) federal securities laws,

or
iii. %8 a national securities exchange or association
registered under a-statute-of-the-United-States-such-as-the

Securitites—-Exchange-Ret-0£-1934 the federal securities laws,

and nene-eof-whemy-other-than-a-nattoenat-securities-exchange-or
associationT—he}ds—in—excess—of—twenty—percent—ethhe—capitai
stock-of-such-ecorporations;—and |

b. Any remaining capital stock of which is held by

individuals who have purchased sueh—capita%-stéck it at or

prior to the time of their taking office as directors of sueh
the corporation and who have purchased only so much of such
capital stock as may-be is necessary to permit them to qualify
as sueh directors.

4. A "custodian bank" is any a bank or trust company whieh
that is supervised and examined by state or federal authority
having supervision over banks and whiteh is acting as custodian

for a clearing corporation.

5. Other definitions applying to this Article or to -
specified Parts thereof and the sections in which they appear
are: |

"Adverse claim". Section 554<+836% 554.8302.

"Bona fide purchaser". Section 554.8302.

"Broker". Section 554.8303.

"Debtor". | Section 554.9105.

"Financial Intermediary". Section 554.8313.

"Guarantee of the

signature". Section 554.8402.
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"Initial transaction

statement". Section 554.8408.
"Instruction". Section 554.8308.
"Intermediary bank". Section 554.,4105.
"Issuer". Section 554.8201.
"Overissue". Section 554.8104.
"Secured party". Section 554.9105.
"Security agreement". Section 554.9105.

6. In addition Article 1 contains general definitions and
principles of construction and interpretation applicable
throughout this Article.

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

554.8103 ISSUER'S LIEN.

A lien upon a security in favor of an issuer thereof is
valid against a purchaser only if:

a. the security is certificated and the right of the

issuer to sueh the lien is noted conspicuously en-the-seecurity

thereon: or
b. the security is uncertificated and a notation of the

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

transaction statement sent to the purchaser or, if the

purchaser's interest is transferred to the purchaser other

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

initial transaction statement sent to the registered owner or

the registered pledgee. _
Sec. 3. Section 554.8104, Code 1989, 1s amended to read as

follows:

554.8104 EFFECT OF OVERISSUE -- "OVERISSUE."

1. 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. tf an identical security which does not constitute an

overissue is reasonably available for purchase, the person

-4 -
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entitled to issue or validation may compel the issuer to .
purchase and-detiver-sueh~a the security te for that person
and either to deliver a certificated security or to register

the transfer of an uncertificated security to that person

against surrender of the any certificated securityy-if-anysy

whieh that person holds; or

b. +f a security is not so available for purchase, the
person entitled to issue or validation may 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's
demand.

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

the amount whiteh the issuer has corporate power to issue.

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

554.8105 CERTIFICATED SECURITIES NEGOTIABLE -—- STATEMENTS
AND INSTRUCTIONS NOT NEGOTIABLE -- PRESUMPTIONS. k '

1, Securittes Certificated securities governed by this .
Article are negotiable instruments.

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

sent by the issuer of uncertificated securities and

instructions (section 554.8308) are neither negotiable

instruments nor certificated securities.

2 3. In any action on a security:
a. unless specifically denied in the pleadings, each
signature on the a certificated security er, in a necessary

endorsement, on an initial transaction statement, or on an

instruction, is admitted;

b. when if the effectiveness of a signature is put in
issue, the burden of establishing it is on the party claiming
under the signature, but the signature is presumed to be

genuine or authorized;

c. when if signatures on a certificated security are
admitted or established, production of the tnstrument security

entitles a holder to recover on it unless the defendant

-5=-
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establishes a defense or a defect going to the validity of the
security; and

d. if signatures on an initial transaction statement are
admitted or established, the facts stated in the statement are

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

d e. after it is shown that a defense or defect exists,
the plaintiff has the burden of establishing that the
plaintiff or some person under whom the plaintiff claims is a

person against whom the defense or defect is ineffective
(section 554.8202).

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

554.8106 APPLICABILITY.

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

jurisdiction of organization of the issuer governs
Phe 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;

are-governed-by-the-taw-tinectuding-the-confitet-of-taws-rutesy
of-the-jurisdietion-of-organtzation-of-the-issuers
b. registration of transfer, pledge, or release of an

uncertificated security; and

c. sending of statements of uncertificated securities.

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

554.8107 SECURITIES BEE%VERABEE TRANSFERABLE —-- ACTION FOR
PRICE.

1. Unless otherwise agreed and subject to any applicable

law or regulation respecting short sales, a person obligated
to detiver transfer securities may detiver transfer any

certificated security of the specified issue in bearer form or

registered in the name of the transferee, or endorsed to the
transferee, or in blank, or the transferor may transfer an

equivalent uncertificated security to the transferee or a

-6-
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person designated by the transferee.
2. When If the buyer fails to pay the price as it comes
due under a contract of sale, the seller may recover the price

of:
a. of certificated securities accepted by the buyer; and
b. wuncertificated securities that have been transferred to

the buyer or a person designated by the buyer; and

b c. eof other securities if efforts at their resale would
be unduly burdensome or if there is no readily available
market for their resale.

Sec. 7. NEW SECTION. 554.8108 REGISTRATION OF PLEDGE AND
RELEASE OF UNCERTIFICATED SECURITIES. |
A security interest in an uncertificated security may be

evidenced by the registration of pledge to the secured party

or a person designated by the secured party. There can be no
more than one registered pledge of an uncertificated security
at any time. The registered owner of an uncertificated
security is the person in whose name the security is
registered, even if the security is subject to a registered
pledge. The rights of a registered pledgee of an
uncertificated security under this Article are terminated by
the registration of release.

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

554.8201 "ISSUER."

1. With respect to obligations on or defenses to a
security "issuer" includes a person who:

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

on a certificated security (otherwise than as authenticating

trustee, registrar, transfer agent, or the like) to evidence
that it represents a share, participation, or other interest
in that person's property or in an enterprise or to evidence
that person's duty to perform an obligation evideneed

represented by the certificated security; er

b. creates shares, participations or other interests in

-7 -
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the person's property or in an enterprise or undertakes

obligations, which shares, participations, interests, or

obligations are uncertificated securities;

b c. directly or indirectly creates fractional interests
in that person's rights or property, which fractional
interests are evideneed represented by certificated

securities; or

e d. becomes responsible for or in place of any other
person described as an issuer in this section.

2. With respect to obligations on or defenses to a
security, a gquarantor is an issuer to the extent of the
guarantor's guaranty, whether or not the guarantor's

obligation is noted on the a certificated security or on

statements of uncertificated securities sent pursuant to
section 554.8408.

3. With respect to registration of transfer, pledge, or
release (Part 4 of this Article), "issuer" means a person on

whose behalf transfer books are maintained.

Sec. 9. Section 554.8202, Code 1989, is amended to read as
follows: |
| 554.8202 ISSUER'S RESPONSIBILITY AND DEFENSES -- NOTICE OF
DEFECT OR DEFENSE.

1. Even against a purchaser for value and without notice,
the terms of a security include:

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

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

the initial transaction statement sent to such purchaser, or

i1f the purchaser's interest is transferred to the purchaser

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

the initial transaction statement sent to the registered owner

or registered pledgee; and

C. those made part of the security by reference, on the

certificated security or in the initial transaction statement,

to another instrument, indentureL or document or to a
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constitution, statute, ordinance, rule, requlation, order or .
the like, to the extent that the terms se referred to do not
conflict with the stated terms stated on the certificated

security or contained in the initial statement. Sueh-a A

reference under this paragraph does not of itself charge a

purchaser for value with notice of a defect going to the
validity of the security, even though the certificated
security or statement expressly states that a person accepting

it admits sueh notice.
2. av A certificated security in the hands of a purchaser

for value or an uncertificated security as to which an initial

transaction statement has been sent to a purchaser for value,

other than eme a security issued by a government or

governmental agency or unit, even though issued with a defect
going to its validity, is valid in-the-hands-ef-a with respect

to the purchaser fer-vatue-and if the purchaser is without

notice of the particular defect unless the defect involves a
violation of constitutional provisions, in which case the
security is valid in-the-hands-of with respect to a subsequent

purchaser for value and without notice of the defect.

br--Fhe-rute-of-subparagraph—-#a' This subsection applies to

an issuer whieh that is a government or governmental agency or
unit only if either there has been substantial compliance with
the legal requirements governing the issue or the issuer has
received a substantial consideration for the issue as a whole
or for the particular security and a stated purpose of the
issue is one for which the issuer has power to borrow money or
issue the security.

3. Except as etherwise provided in the case of certain
unauthorized signatures on-tssue (section 554.8205), lack of

genuineness of a certificated security or an initial

transaction statement is a complete defense, even against a

purchaser for value and without notice. 7
4, All other defenses of the issuer of a c‘erti‘ficated or '

uncertificated security, including nondelivery and conditional

e




O 9 Y U W N

11
12
13
14
15
16
e

18
19
20
21

22
23

25
26
27
28
29
30
31
32
33

34
35

24

S.F. 6/7a5' H.F.

delivery of the a certificated security, are ineffective
against a purchaser for value who has taken without notice of

the particular defense.

5. Nothing in this 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 the contract in the event of a
material change in the character of the security whieh that is
the subject of the contract or in the plan or arrangement
pursuant to which sueh the security is to be issued or
distributed. »

Sec. 10. Section 554.8203, Code 1989, is amended to read
as follows:

554;8203 STALENESS AS NOTICE OF DEFECTS OR DEFENSES.

1. After an act or event whieh-ereates creating a right to

immediate performance of the principal obligation evideneced

represented by the a certificated security or whieh that sets

a date on or after which the security is to be presented or
surrendered for redemption or exchange, a purchaser is charged
with notice of any defect in its issue or defense of the
issuer if:

a. tf the act or event is one requiring the payment of

money or, the delivery of certificated securities, the

registration of transfer of uncertificated securities, or beoth

any of these on presentation or surrender of the certificated

security and-sueh, the funds or securities are available on
the date set for payment or exchange, 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
the purchaser takes the security more than two years after the
date set for surrender or presentation or the date on which
steh performance became due. ‘

2. A call whteh that has been revoked is not within
subsection 1.

Sec. 1l1. Section 554.8204, Code 1989, is amended to read

as follows:

_lo_
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554.8204 EFFECT OF ISSUER'S RESTRICTIONS ON TRANSFER.
Untess-noted-conspicuounsty-on-the-seeurity-a& A restriction
on transfer of a security imposed by the issuer, even though

otherwise lawful, is ineffective exeept against avanz person
with without actual knowledge of it+ unless:
a. the security is certificated and the restriction is

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

restriction is contained in the initial transaction statement

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

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

or release, the initial transaction statement sent to the
registered owner or the registered pledgee.
Sec. 12. Section 554.8205, Code 1989, is amended to read

as follows:

554.8205 EFFECT OF UNAUTHORIZED SIGNATURE ON ISSHYE
CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT.

An unauthorized signature placed on a certificated security

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

transaction statement is ineffective, exeept-that but the

signature is effective in favor of a purchaser for value and

of the certificated security or a purchaser for value of an

uncertificated security to whom such initial transaction
statement has been sent, if the purchaser is without notice of

the lack of authority and if the signing has been done by:
a. an authenticating trustee, registrar, transfer agent or
other person entrusted by the issuer with the signing of the

security er, of similar securities, or of initial transactions

statements or their the immediate preparation for signing of

any of them; or

b. an employee of the issuer, or of any of the foregoing,
entrusted with responsible handling of the security or initial

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

as follows:

-11-
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554.8206 COMPLETION OR ALTERATION OF INSTRUMEN?
CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT.

1. Where If a certificated security contains the

signatures necessary to its issue or transfer but is
incomplete in any other respect:

a. any person may complete it by filling in the blanks as
authorized; and

b. even though the blanks are incorrectly filled in, the
security as completed is enforceable by a purchaser who took
it for value and without notice of suweh the incorrectness.

2. A complete certificated security whieh that has been

improperly altered, even though fraudulently, remains
enforceable, but only according to its original terms.
3. If an initial transaction statement contains the

signatures necessary to its validity, but is incomplete in any

other regpect:

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

authorized; and
b. even though the blanks are incorrectly filled in, the

statement as completed is effective in favor of the person to

whom it is sent if the person purchased the security referred

to therein for value and without notice of the incorrectness.

4, A complete initial transaction statement that has been

improperly altered, even though fraudulently, is effective in

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

according to its original terms. ,
Sec. 14. Section 554.8207, Code 1989, is amended to read

as follows:

554.8207 RIGHTS'OF ISSUER WITH RESPECT TO REGISTERED
OWNERS.

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 notifications, and

otherwise to exercise all the rights and powers of an owner.

-12-




0 N oy bW

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

s.r. 474 HF

2. Subject to the provisions of subsections 3, 4, and 6,

the issuer or indenture trustee may treat the registered owner

of an uncertificated security as the person exclusively

entitled to vote, to receive notifications, and otherwise to

exercise all the rights and powers of an owner.

3. The registered owner of an uncertificated security that

is subject to a registered pledge is not entitled to

registration of transfer prior to the due presentment to the

issuer of a release instruction. The exercise of conversion

rights with respect to a convertible uncertificated security

is a transfer within the meaning of this section.

4. Upon due presentment of a transfer instruction from the
registered pledgee of an uncertificated security, thé issuer
shall:

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

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

may be the registered pledgee) and does not specify a pledgee;
b. register the transfer of the security to the new owner

subject to the interest of the existing pledgee, if the

instruction specifies a new owner and the existing pledgee; or

C. register the release of the security from the existing

pledge and register the pledge of the security to the other

pledgee, if the instruction specifies the existing owner and

another pledgee.

5. Continuity of perfection of a security interest is not

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

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

if the security interest is assigned.

6. If an uncertificated security is subject to a

registered pledge:

a. any uncertificated securities issued in exchange for or

distributed with respect to the pledged security shall be

registered subject to the pledge;

b. any certificated securities issued in exchange for or

distributed with respect to the pledged security shall be

_13._
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delivered to the registered pledgee; and
c. any money paid in exchange for or in redemption of part

pledgee.
2 7. Nothing in this Article shall be construed to affect

the liability of the registered owner of a security for calls,
assessments, or the like.
Sec. 15. Section 554.8208, Code 1989, is amended to read

as follows:
554.8208 EFFECT OF SIGNATURE OF AUTHENTICATING TRUSTEE,

REGISTRAR OR TRANSFER AGENT.
1. A person placing that person's signature upon a

certificated security or an initial transaction statement as

authenticating trustee, registrar, transfer agent, 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 been
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 the security
is within that person's capacity and within the scope of the

avthertzatien authority received by that person from the
issuer; and '

c. that person has reasonable grounds to believe that the
security is in the form and within the amount the issuer is
authorized to issue.

2. Unless otherwise agreed, a person by so placing that
pefson's signature does not assume responsibility for the
validity of the security in other respects.

Sec. 16. Section 554.8301, Code 1989, is amended to read
as follows:

554.8301 RIGHTS ACQUIRED BY PURCHASER ---4ADVERSE-ELAFMUY-—

~14-
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~--PIPLE-ACQUIRED-B¥-BONA-FIBE-PYREHASER. .
1. Upon detivery transfer of a security to a purchaser

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

security which the purchaser's transferor had or had actual

authority to convey except—that-a-purchaser-who-has-persenattly
been-a-party-to-any-frand-or-iltegatity-affecting-the-security
or-who-as-a-prier-hotder-had-netice-of-an-adverse-ctatm-eannot
improve-that-purchaserls—-pesition-by-taking-£frem-a-tater-bona
fide-purchaserv—-Ladverse-ctaim-inetudes-a-ctaim-that-a
transfer-was-or-woutd-be-wrongfut-or—-that-a-particutar-adverse
person—is-the-owner-of-er-has-an-interest—in-the-zeecurity
unless the purchaser's rights are limited by section 554.8302,

subsection 4.
2v--A-bona-fide-purchaser-in-additien-to-aequiring-the

rights-of-a-purchaser-atso-acquires-the-securtty-free-of-any
adverse-ctatims

3 2. A purchaser transferee of a limited interest acquires
rights only to the extent of the interest purchased
transferred. The creation or release of a security interest
in a security is the transfer of a limited interest in that

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

as follows:

554,8302 "BONA FIDE PURCHASER" -- "ADVERSE CLAIM" -- TITLE
ACQUIRED BY BONA FIDE PURCHASER.

l. A "bona fide purchaser" is a purchaser for value in

good faith and without notice of any adverse claim:
a. who takes delivery of a certificated security in bearer

form or ef-ene in registered form, issued te-that-purehaser or
endorsed to that purchaser or in blanks ;

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

uncertificated security is registered on the books of the

issuer; or
C. to whom a security is transferred under the provisions O
of paragraph (c), (d)(i), or (g) of section 554.8313,

_15_

v i e




11
12
13
14
15
16
17
18
19
120
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

S.F. __‘_/_Zé: H.F.

subsection 1.
2. "adverse claim” includes a claim that a transfer was or

would be wrongful or that a particular adverse person is the

owner of or has an interest in the security.

3. A bona fide purchaser in addition to acquiring the
rights of a purchaser (section 554.8301) also acquires

interest in the security free of any adverse claim.

R N O s w N

4. Notwithstanding section 554.8301, subsection 1, the

transferee of a particular certificated security who has been

a party to any fraud or illegality affecting the security, or
who as a prior holder of that certificated security had notice

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

by taking from a bona fide purchaser.
Sec. 18. Section 554.8303, Code 1989, is amended to read

as follows:

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, er buys
a security from, or sells a security to, a customer. Nothing
in this Article determines the capacity in which a person acts
for purposes of any other statute or rule to which sueh the
person 1is subiject. |

Sec. 19. Section 554.8304, Code 1989, is amended to read
as follows:

554.8304 NOTICE TO PURCHASER OF ADVERSE CLAIMS.

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

but excluding an intermediary bank) of a certificated security

is charged with notice of adverse claims if:

a. the security, whether in bearer or registered form, has
been endorsed "for collection" or "for surrender" or for some
other purpose not involving transfer; or

b. the security is in bearer form and has on it an
unambiquous statement that it is the property of a person

other than the transferor. The mere writing of a name on a

_16_
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security is not such a statement.

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

buyer, but excluding an intermediary bank) to whom the

transfer, pledge, or release of an uncertificated security is

registered is charged with notice of adverse claims as to
which the issuer has a duty under section 554.8403, subsection

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

initial transaction statement sent to the purchaser or, if the

purchaser's interest is transferred to the purchaser other

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

initial transaction statement sent to the registered owner or

the registered pledgee.
2 3. The fact that the purchaser (including a broker for
the seller or buyer) of a certificated or uncertificated

security has notice that the security is held for a third
person or 1is registered in the name of or endorsed by a

fiduciary does not create a duty of inquiry into the
rightfulness of the transfer or constitute constructive notice ‘

of adverse claims. ZIfy;-hewever However, if the purchaser
(excluding an intermediary bank) has knowledge that the
proceeds are being used or that the transaction is for the
individual benefit of the fiduclary or otherwise in breach of
duty, the purchaser is charged with notice of adverse claims.,

Sec. 20. Section 554.8305, Code 1989, is amended to read
as follows:

554.8305 STALENESS AS NOTICE OF ADVERSE CLAIMS.

An act or event whieh that creates a right to immediate

performance of the principal obligation evideneed represented

by the a certificated security or whieh sets a date on or

after which the a certificated 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 purehase transfer:

a. after one year from any date set for sueh presentment

or surrender for redemption or exchange; or

...17...
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b. after six months from any date set for payment of money
against presentation or surrender of the security if funds are
available for payment on that date.

Sec. 21. Section 554.8306, Code 1989, is amended to read
as follows: '

554.8306 WARRANTIES ON PRESENTMENT AND TRANSFER OF
CERTIFICATED SECURITIES -- WARRANTIES OF ORIGINATORS OF

INSTRUCTIONS.
1. A person who presents a certificated security for

registration of transfer or for payment or exchange, warrants
to the issuer that the person is entitled to the registration,
payment or exchange. But, a purchaser for value and without
notice of adverse claims who receives a new, reissued, 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; and

b. the security is genuine and has not been materially
altered; and

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 sueh delivery, the intermediary by sueh
delivery warrants only the intermediary's own good faith and
authority, 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

-18-
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the a certificated security received, or after payment and on
order of the debtor delivers that security to a third person,

makes only the warranties of an intermediary under subsection
3.
5. A person who originates an instruction warrants to the

issuer that:

a. the originator is an appropriate person to originate

the instruction; and
b. at the time the instruction is presented to the issuer

the originator'will be entitled to the registration of

transfer, pledge, or release.

6. A person who originates an instruction warrants to any

person specially guaranteeing the originator's signature
{section 554.8312, subsection 3) that:
a. the originator is an appropriate person to originate

the instruction; and

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

i. the originator will be entitled to the registration of

transfer, pledge, or release; and
ii. the transfer, pledge, or release requested in the

instruction will be registered by the issuer free from all

liens, security interests, restrictions, and claims other than

those specified in the instruction.

7. A person who originates an instruction warrants to a

purchaser for value and to any person guaranteeing the

instruction (section 554.8312, subsection 6) that:

a. the originator is an appropriate person to originate

the instruction;

b. the uncertificated security referred to therein is

valid;: and

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

i. the transferor will be entitled to the registration of

transfer, pledge, or release;

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

instruction will be registered by the issuer free from all

_19_
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liens, security interests, restrictions, and claims other than

those specified in the instruction; and ;
iii. the requested transfer, pledge, or release will be
rightful.

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

registered owner of an uncertificated security, a person who

originates an instruction of release or transfer to the debtor

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

instruction to a third person, warrants to the debtor or the
third person only that the secured party is an appropriate

person to originate the instruction and at the time the

instruction is presented to the issuer, the transferor will be

entitled to the registration of release or transfer. If a

transfer instruction to a third person who is a purchaser for

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

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

and "c" iii of subsection 7.
9. A person who transfers an uncertificated security to a

purchaser for value and does not originate an instruction in

connection with the transfer warrants only that:

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

b. The uncertificated security is valid.

5 10. A broker gives to the broker's customer and to the
issuer and a‘purchaser the applicable warranties provided in
this section and has the rights and privileges of a purchaser
under this section. The warranties of and in favor of the
broker acting as an agent are in addition to applicable
warranties given by and in favor of the broker's customer.

Sec. 22. Section 554.8307, Code 1989, is amended to read
as follows:

554.8307 EFFECT OF DELIVERY WITHOUT ENDORSEMENT —-- RIGHT
TO COMPEL ENDORSEMENT. '

Where If a certificated security 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

-20-
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time the endorsement is suppliedy; but against the transferor,
the transfer is complete upon delivery and the purchaser has a
specifically enforceable right to have any necessary
endorsement supplied.

Sec. 23. Section 554.8308, Code 1989, is amended to read
as follows: ,

554.8308 ENDPORSEMENT;-HOW-MADE----SPECIAL-ENDORSEMEN?---
ENDORSER-NOT-A-GUARANTOR-—~--PARTIAL-ASSIGNMENT ENDORSEMENTS --

INSTRUCTIONS.
1. An endorsement of a certificated security in registered

form is made when an appropriate person signs on it or on a
separate document an assignment or transfer of the security or
a power to assign or transfer it or when the person's
signature ef-sueh-persen is written without more upoh the back
of the security.

2. An endorsement may be in blank or special. An
endorsement in blank includes an endorsement to bearer. A
special endorsement specifies the-persen to whom the security
is to be transferred, or who has power to transfer it. A
holder may convert a blank endorsement into a special
endorsement.

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

certificated security representing units intended by the

issuer to be separately transferable is effective to the

extent of the endorsement.

4, An "instruction" is an order to the issuer of an

uncertificated security requesting that the transfer, pledge,

or release from pledge of the uncertificated security

specified therein be registered.
5. An instruction originated by an appropriate person is:

a. a writing signed by an appropriate person; or

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

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

If an instruction has been originated by an appropriate

person but is incomplete in any other respect, any person may

...21-
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complete it as authorized and the issuer may rely on it as

completed even though it has been completed incorrectly.

3 6. "An appropriate person" in subsection 1 means
av the person specified by the certificated security or by

special endorsement to be entitled to the securitys-er.

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

a. for an instruction to transfer or pledge an
uncertificated security which is then not subject to a

registered pledge, the registered owner; or

b. for an instruction to transfer or release an

uncertificated security which is then subject to a registered

pledge, the registered pledgee.

8. In addition to the persons designated in subsections 6

and 7, "an appropriate person" in subsections 1 and 5

includes:

b a. where iﬁ the person se-speecified designated is
described as a fiduciary but is no longer serving in the
described capacity, -- either that person or that person's
successor; or

e b. where if the security—er—enéersement—se-speeifies

persons designated are described as more than one person as

fiduciaries and one or more are no longer serving in the
described capacity, —-- the remaining fiduciary or fiduciaries,
whether or not a successor has been appointed or qualified; er

d c. where if the person se-speecified designated is an
individual and is without capacity to act by virtue of death,
incompetence, infancy, or otherwise, -- that person's
executor, administrator, guardian, or like fiduciary; or

e d. where if the security-or-endorsement-so-specifies

persons designated are described as more than one person as

tenants by the entirety or with right of survivorship and by

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

£ e. a person having power to sign under applicable law or
controlling instrument; er and

_22_.
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g £. to the extent that the person designated or any of

the foregoing persons may act through an agent, —-- that
person's authorized agent. |

4 9. Unless otherwise agreed, the endorser of a
certificated security by the endorser's endorsement or the

originator of an instruction by the originator's origination

assumes no obligation that the security will be honored by the
issuer but only the obligations provided in section 554.8306.

5+--An-endorsement-purporting-to-be-onty-ocf-part-of-a
security-representing-units-intended-by-the-issuer-to-be
separately-transferablte-is-effective-to-the-extent-of-the
endoersements

6 10. Whether the person signing is appropriate is
determined as of the date of signing and an endorsement made

by or an instruction originated by sueh—-a the person does not

become unauthorized for the purposes of this Article by virtue

of any subsequent change of circumstances. |
# 11. Failure of a fiduciary to comply with a controlling '

instrument or with the law of the state having jurisdiction of

the fiduciary relationship, including any law requiring the

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

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

instruction originated by the fiduciary unauthorized for the

purposes of this Article.

Sec. 24. Section 554.8309, Code 1989, is amended to read
as follows:

554.8309 EFFECT OF ENDORSEMENT WITHOUT DELIVERY.

An endorsement of a certificated security, whether special

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

the certificated security on which it appears or, if the

endorsement is on a separate document, until delivery of both
the document and the certificated security.
Sec. 25. Section 554.8310, Code 1989, is amended to read

as follows:
554.8310 ENDORSEMENT OF CERTIFICATED SECURITY IN BEARER

-23-
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FORM.
An endorsement of a certificated security in bearer form

may give notice of adverse claims (section 554.8304) but does
not otherwise affect any right to registration the holder may

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

as follows:
554.8311 EFFECT OF UNAUTHORIZED ENDORSEMENT QB

INSTRUCTION.
Unless the owner or pledgee has ratified an unauthorized

endorsement or instruction or is otherwise precluded from

asserting its ineffectiveness:
a. the owner may assert its ineffectiveness against the
issuer or any purchaser other than a purchaser for value and

without notice of adverse claims, who has in good faith

received a new, reissued, or reregistered certificated

security on registration of transfer or received an initial

transaction statement confirming the registration of transfer,

pledge, or release of an equivalent uncertificated security to

the purchaser; and

b. an issuer who registers the transfer of a certificated

security upon the unauthorized endcrsement or who registers

the transfer, pledge, or release of an uncertificated security

upon the unauthorized instruction is subject to liability for

improper registration (section 554.8404).

Sec. 27. Section 554.8312, Code 1989, is amended to read
as follows:

554.8312 EFFECT OF GUARANTEEING SIGNATURE OR ENDORSEMENT
OR .INSTRUCTION.

1. Any person guaranteeing a signature of an endorser of a

certificated security warrants that at the time of signing

a. the signature was genuine; and

b. the signer was an appropriate person to endorse
(section 554.8308); and

c. the signer had legal capacity to sign.

-24-
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But-the-guarantor-dees-net-etherwise-warrant-the-rightfuiness
ef-the-partientar-transfers

2. Any person guaranteeing a signature of the originator

of an instruction warrants that at the time of signing:

a. the signature was genuine;

b. the signer was an appropriate person to originate the

instruction (section 554.8308) if the person specified in the

instruction as the registered owner or registered pledgee of

the uncertificated security was, in fact, the registered owner

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

signature guarantor makes no warranty;

C. the signer had legal capacity to sign; and

d. the taxpayer identification number, if any, appearing

on the instruction as that of the registered owner or

registered pledgee was the taxpayer identification number of

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

acting.
3. Any person specially guaranteeing the signature of the

originator of an instruction makes not only the warranties of

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

the time the instruction is presented to the issuer:

a. the person specified in the instruction as the

registered owner or registered pledgee of the uncertificated

security will be the registered owner or registered pledgee;

and

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

security requested in the instruction will be registered by

the issuer free from all liens, security interests,

restrictions, and claims other than those specified in the

instruction.

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

guarantor under subsection 3 does not otherwise warrant the

rightfulness of the particular transfer, pledge, or release.

2 5. Any person may-guarantee guaranteeing an endorsement

of a certificated security and-by-se-deing-warrants-net-enty
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the-signature-+subseetion-1¥ makes not only the warranties of
a signature guarantor under subsection 1 but also warrants the

rightfulness of the particular transfer in all respects. But
no-issuer-may-require-a-guarantee-of-endorsement-as-a
eondttton-to-registration-of-transfers

6. Any person guaranteeing ‘an instruction requesting the

transfer, pledge, or release of an uncertificated security
makes not only the warranties of a special signature guarantor

under subsection 3, but also warrants the rightfulness of the

particular transfer, pledge, or release in all respects.

7. No issuer may require a special guarantee of signature

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

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

registration of transfer, pledge, or release.

3 8. The foregoing warranties are made to any person
taking or dealing with the security in reliance on the
guarantee and the guarantor is liable to sueh the person for
any loss resulting from breach of the warranties.

Sec. 28. Section 554.8313, Code 1989, is amended to read
as follows:

554.8313 WHEN BEBIVERY¥ TRANSFER TO PHE PURCHASER OCCURS: -
--PHREHASERLS-BROKER-AS-HOBBER FINANCIAL INTERMEDIARY AS BONA
FIDE PURCHASER -- "FINANCIAL INTERMEDIARY".

1. Betivery Transfer of a security or a limited interest

(including a security interest) therein to a purchaser occurs

when only:
a. at the time the purchaser or a person designated by the

purchaser acquires possession of a certificated security; er

b. at the time the transfer, pledge, or release of an

uncertificated security is registered to the purchaser or a

person designated by the purchaser;

b c. at the time the purchaser's broker financial

intermediary acquires possession of a certificated security

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

or
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€ d. the-purchaser'ts-broker at the time a financial

intermediary, not a clearing house, sends the purchaser

confirmation of the pufchase and also by book entry or
otherwise identifies a-specifte-security-in-the-brokerts
possession as belonging to the purchaser+-or

i. a specific certificated security in the financial

intermediary's possession;

ii. a quantity of securities that constitute or are part

of a fungible bulk of certificated securities in the financial

intermediary's possession or of uncertificated securities

registered in the name of the financial intermediary; or

iii. a quantity of securities that constitute or are part

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

financial intermediary on the books of another financial

intermediary;
d e. with respect to an identified certificated security

to be delivered while still in the possession of a third

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

person acknowledges that that person holds for the purchaser;
or

f. with respect to a specific uncertificated security the

pledge or transfer of which has been registered to a third

person, not a financial intermediary, at the time that person
acknowledges that that person holds for the purchaser;

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

purchaser or a person designated by the purchaser on the books

of a clearing corporation are made under section 554.8320+%;

h. with respect to the transfer of a security interest

where the debtor has signed a security agreement containing a

description of the security, at the time a written

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

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

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

release or assignment of the security interest created

pursuant to this paragraph, is signed by the secured party, is

_27_
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received by
i. a financial intermediary on whose books the interest of

the transferor in the security appears;
a third person, not a financial intermediary, in

ii.

possession of the security, if it is certificated;

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

the registered owner of the security, if it is uncertificated

and not subject to a registered pledge; or
a third person, not a financial intermediary, who is

iv.
the registered pledgee of the security, if it is

uncertificated and subject to a registered pledge;
i. with respect to the transfer of a security interest

where the transferor has signed a security agreement

containing a description of the security, at the time new

value is given by the secured party; or
j. with respect to the transfer of a security interest

where the secured party is a financial intermediary and the

already been transferred to the financial
"b", lld", llg",

transferor has signed a security agreement

security has

intermediary under paragraph "a", "c", or at

the time the

containing a description of the security and value is given by

the secured party.

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

purchaser by the-purehaserits-broker a financial intermediary,

but ts-net-the-hotder cannot be a bona fide purchaser of a

security so held except as in circumstances specified in

subparagraphs-!b%; paragraphs "c" of
subsection 1. Where If a security so held is part of a

’ lldll(i)' and _u_eu lla'l

fungible bulk, as in the circumstances specified in paragraphs

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

owner of a proportionate property interest in the fungible
bulk.

3. Notice of an adverse claim received by the breke=x
financial intermediary or by the purchaser after the breker

financial intermediary takes delivery of a certificated
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security as a holder for value or after the transfer, pledge,

or release of an uncertificated security has been registered

free of the claim to a financial intermediary who has given

value is not effective either as to the breker financial
intermediary or as to the purchaser. However, as between the

breker financial intermediary and the purchaser the purchaser

may demand detrivery transfer of an equivalent security as to
which no notice of anr adverse claim has been received.

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

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

which in the ordinary course of its business maintains

security accounts for its customers and is acting in that

capacity. A financial intermediary may have a security

interest in securities held in account for its customer,
Sec. 29. Section 554.8314, Code 1989, is amended to read

as follows:
554.8314 DUTY TO BEBIVER TRANSFER, WHEN COMPLETED.

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

is made on an exchange or otherwise through brokers:
a. the selling customer fulfills that customer's duty to

detiver-when transfer at the time that customer:

i. places suczh a certificated security in the possession

of the selling broker or of a person designated by the broker;

ii. causes an uncertificated security to be registered in

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

broker; er
iii. if requested, causes an acknowledgment to be made to

the selling broker that it a certificated or uncertificated
security is held for that broker; and or
iv. places in the possession of the selling broker or of a

person designated by the broker a transfer instruction for an

uncertificated security, providing the issuer does not refuse

to register the requested transfer if the instruction is
presented to the issuer for registration within thirty days 0

thereafter: and
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b. the selling broker, including a correspondent broker
acting for a selling customer, fulfills that broker's duty to

detiver-by-ptacing-the transfer at the time that broker

i. places a certificated security or-a-tike-seeurity in

the possession of the buying broker or a person designated by
the buying broker;
ii. causes an uncertificated security to be registered in

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

buying broker;

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

person designated by the buying broker a transfer instruction

for an uncertificated security, providing the issuer does not

refuse to register the requested transfer if the instruction

is presented to the issuer for registration within thirty days

thereafter; or

iv. oer-by-effeeting effects clearance of the sale in
accordance with the rules of the exchange on which the
transaction took place.v

2. Except as etherwise provided in this section and unless
otherwise agreed, a transferor's duty to detiver transfer a
security under a contract of purchase is not fulfilled until
the transferor:

a. places the certificated security in form to be

negotiated by the purchaser in the possession of the purchaser
or of a person designated by the purchaser; or
b. at-the-purchaserls-request causes an uncertificated

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

person designated by the purchaser; or

c. if the purchaser requests, causes an acknowledgment to

be made to the purchaser that %t a certificated or

uncertificated security is held for the purchaser.

3. Unless made on an exchange, a sale to a broker
purchasing for the broker's own account is within thts
subsection 2 and not within subsection 1.

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

554.8315 ACTION AGAINST PUREHASER TRANSFEREE BASED UPON
WRONGFUL TRANSFER,

1. Any person against whom the transfer of a security is
wrongful for any reason, including the person's incapacity,
may as against anyone except a bona fide purchaser, may:

a. reclaim possession of the certificated security

wrongfully transferred; or

b. obtain possession of any new certificated security
evideneing representing all or part of the same rights; er

c. compel the origination of an instruction to transfer to

the person or a person designated by that person an

uncertificated security constituting all or part of the same

rights; or
d. have damages.
2. If the transfer is wrongful because of an unauthorized

endorsement of a certificated security, the owner may also

reclaim or obtain possession of the security or a new
certificated security, even from a bona fide purchaser, if the

ineffectiveness of the purportced endorsement can be asserted
against the purchaser under the provisions of 'this Article on
unauthorized endorsements (section 554.8311);

3. The right to obtain or reclaim possession of a

certificated security or to compel the origination of a

transfer instruction may be specifically enforced and tts the

transfer of a certificated or uncertificated security enjoined

and the a certificated security impounded pending the

litigation.

Sec. 31. Section 554.8316, Code 1989, is amended to read
as follows:

554.8316 PURCHASER'S RIGHT TO REQUISITES FOR REGISTRATION
OF TRANSFER, PLEDGE, OR RELEASE ON BOOKS.

Unless otherwise agreed, the transferor must of a

certificated security or the transferor, pledgor, or pledgee

of an uncertificated security on due demand must supply the
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transferor's, pledgor's, or pledgee's purchaser with any proof
of the transferor's authority to transfer, pledge, or release

or with any other requisite whieh-may-be necessary to obtain
registration of the transfer, pledge, or release of the
security; but if the transfer, pledge, or release is not for

value, a transferor, pledgor, or pledgee need not do so unless:

the purchaser furnishes the necessary expenses. Failure
within a reasonable time to comply with a demand made-within-a

reasonabte-time gives the purchaser the right to reject or
rescind the transfer, pledge, or release.
Sec. 32. Section 554.8317, Code 1989, is amended to read

as follows:

554.8317 APPACHMENT-OR-LEV¥-UPON-SEEURIF¥¥ CREDITORS'
RIGHTS.

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

attachment or levy upcn a certificated security or any share

or other interest evideneced represented thereby which is
outstanding shatt-be is valid until the security is actually

seized by the officer making the attachment or levy, but a
certificated security which has been surrendered to the issuer

may be attached-or-tevied-upon-at-the-source 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 oiffice in the United

States.
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

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

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

by a creditor by legal process upon the secured party.

4. The interest of a debtor in a certificated security

that is in the possession of or registered in the name of a
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financial intermediary or in an uncertificated security .
registered in the name of a financial intermediary may be

reached by a creditor by legal process upon the financial

intermediary on whose books the interest of the debtor

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

upon the interest of a debtor in a security obtained pursuant

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

security, free of the lien, to a third party for new value;
but in the event of a transfer, the lien applies to the

proceeds of the transfer in the hands of the secured party or

financial intermediary, subject to any claims having priority.
2 6. A creditor whose debtor is the owner of a security
shatt-be is entitled to sueh aid from courts of appropriate

jurisdiction, by injunction or otherwise, in reaching sueh the
security or in satisfying the claim by means thereof-as-is

allowed at law or in equity in regard to property whieh that
cannot readily be attached-or-itevied-upon reached by ordinary

legal process.

Sec. 33. Section 554.8318, Code 1989, is amended to read
as follows: |

554.8318 NO CONVERSION BY GOOD FAITH BELIVERY¥ CONDUCT.

An agent or bailee who in good faith (including observance
of reasonable commercial standards if the agent or bailee is
in the business of buying, selling or otherwise dealing with

securities) has received certificated securities and sold,

pledged, or delivered them or has sold or caused the transfer

or pledge of uncertificated securities over which the agent or

bailee had control according to the instructions of the

agent's or bailee's principal, is not liable for conversion or
for participation in breach of fiduciary duty although the
principal had no right te-dispese-of-them so to deal with the

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

as follows:
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554.8319 STATUTE OF FRAUDS.

A contract for the sale of securities is not enforceable by
way of action or defense unless:

a. there is some writing signed by the party against whom
enforcement is sought or by that party's authorized agent or
broker sufficient to indicate that a contract has been made
for sale of a stated quantity of described securities at a
defined or stated price; eor

b. delivery of the a certificated security or transfer

instruction has been accepted or transfer of an uncertificated

security has been registered and the transferee has failed to

send written objection to the issuer within ten days after

receipt of the initial transaction statement confirming the

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

enforceable under this provision only to the extent of sueh
the delivery or payment; er '

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
written objection to its contents within ten days after its
receipt; or

d. the party against whom enforcement is sought admits in
that party's pleading, testimony, or otherwise in court that a
contract was made for the sale of a stated quantity of
described securities at a defined or stated price.

Sec. 35. Section 554.8320, Code 1989, is amended to read
as follows:

554.8320 TRANSFER OR PLEDGE WITHIN A& CENTRAL DEPOSITORY
SYSTEM.

1. Zff-a-seeurtty In addition to other methods, a transfer,

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

be effected by the making of appropriate entries on the books

of a clearing corporation reducing the account of the

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

obligation, or the number of shares or rights transferred,

pledged, or released, if the security is shown on the account

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

clearing corporation; is subject to the control of the

clearing corporation; and

a. 1if certificated,

i. is in the custody of & the clearing corporation,

another clearing corporation, er-eof a custodian bank or a

nominee of either-subjeect-to-the-instructions-of-the-ctearing

eorporation any of them; and

b ii. 1is in bearer form or endorsed in blank by an
appropriate person or registered in the name of the clearing
corporation, er a custodian bank, or a nominee of either any

of them; and or
b. 1if uncertificated, is registered in the name of the

clearing corporation, another clearing corporation, a

custodian bank, or a nominee of any of them;

€ev-—is-shown-on-the-aceount-of-a-transferor-or-pltedgor-on
the-books-eof-the-ciearing-corporations
theny-in-addittien—-to-other-methods;-a-transfer-or-pltedge-of
the-securtty-or-any-interest-therein-may-be-effected-by-the
making-of-appropriate—-entries-on—the-books-of-the-ctearing
corporation-reducing-the—aceount-of-the-transferor-or-ptedgor
and-inereasing-the-account-of-the-transferee-or-ptedgee-by-the
amount-of-the-ebtitgation-or-the-number-of-shares-or—rights
transferred-or-ptedgeds

2. Under this section entries may be made with respect to
like securities or interests therein as a part of a fungible
bulk and may refer merely to a quantity of a particular
security without reference to the name of the registered
owner, certificate or bond number, or the like, and, in
appropriate cases, may be on a net basis taking into account

other transfers, er pledges, or releases of the same security.

3. A transfer er-pitedge under this section has-the-effeet
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ef-a-detivery-of-a-security-tn-bearer-form-or-duty-endorsed-in
btank-{section-554-8301t)y-representing-the-ameunt-of-the
ebligatiten-or-the-number-of-shares-or-rights-transferred-or
ptedged 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 i1s intended, the-making-of-entries—-has-the-effeect-of

a-taking-of-detivery-by-the-pledgee-or-a-secured-party
tsectiens-554+9304-and-554+9365) 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 ts-a-heilder may be a
bona fide purchaser (section 554.8302).

4. A transfer or pledge under this section dees is not
eenstitute a registration of transfer under Part 4 ef-this
Artiete.

5. That entries made on the books of the clearing
corporation as provided in subsection 1 are not appropriate
does not affect the validity or effect of the entries ner or
the liabilities or obligations of the clearing corporation to
any person adversely affected thereby.

Sec. 36. NEW SECTION. 554.8321 ENFORCEABILITY,
ATTACHMENT, PERFECTION, AND TERMINATION OF SECURITY INTERESTS.

1. A security interest in a security 1is enforceable and
can attach only if it is transferred to the secured party or a
person designated by the secured party pursuant to a provision
of section 554.8313, subsection 1.

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 unperfected after twenty-one days unless, within that

time, the requirements for transfer under any other provision
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of section 554.8313, subsection 1 are satisfied. '
3. A security interest in a security is subject to the

provisions of Article 9, but:
a. no filing is required to perfect the security interest;

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

necessary to make the security interest enforceable, except as

0 N O U W N

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
17 554.8313, subsection 1. 1If 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. 1In 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. Where If a certificated security in registered form is

33 presented to the issuer with a request to register transfers
34 or an instruction is presented to the issuer with a request to m

35 register transfer, pledge, or release the issuer its-—under-a

_.37_

i




o O N O N b W

W W W W W w N NN NN D NN NN R e e e
U W N O W R N O U bW N O W 0 NNy s W N O

S.F. 425 H.F.

duty-to shall register the transfer, pledge, or release as
requested if:
a. the security is endorsed or the instruction was

originated by the appropriate person or persons (section

554.8308); arnd
b. reasconable assurance is given that those endorsements

or instructions are genuine and effective (section 554.8402);

and

c. the issuer has no duty te-inguire-inte as to adverse
claims or has discharged any-sueh the duty (section 554.8403);
and

d. any applicable law relating to the collection of taxes
has ‘been complied with; and _

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

is to a bona fide purchaser.
2. Where If an issuer is under a duty to register a
transfer, pledge, or release of a security, the issuer is also

liable to the person presenting ¢t a certificated security or

an instruction for registration or that person's principal for

loss resulting from any unreasonable delay in registration or

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

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

as follows:

554.8402 ASSURANCE THAT ENDORSEMENTS AND INSTRUCTIONS ARE
EFFECTIVE. ‘

1. The issuer may require the following assurance that

each necessary endorsement of a certificated security or each

instruction (section 554.8308) is genuine and effective:

a. 1in all cases, a guarantee of the signature (subsecttion

t-of section 554.8312, subseccicn 1 or 2) of the person

endorsing a certificated security or originating an

instruction including, in the case of an instruction, a

warranty of the taxpayer identification number or, in the

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

originated by an agent, appropriate assurance of authority to
sign;
c. where if the endorsement is made or the instruction is

originated by a fiduciary, appropriate evidence of appointment
or incumbency;

d. where if there is more than one fiduciary, reasonable
assurance that all who are required to sign have done so; and

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

originated 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 signature" in subsection 1 means a
guarantee signed by or on behalf of a person reasonably
believed by the issﬁer to be responsible. The issuer may
adopt standards with respect to responsibility provided-sueh
standards if they are not manifestly unreasonable.

3. "Appropriate evidence of appointment or incumbency" in
subsection 1 means

a. 1in the case of a fiduciary appointed or qualified by a
court, a certificate issued by or under the direction or
supervision of that court or an officer of that court and
dated within one hundred eighty days before the date of
presentation for transfer, pledgé, or release; or

b. 1in any other case, a copy of a document showing the
appointment or a certificate issued by or on behalf of a
person reasonably believed by the issuer to be responsible or,
in the absence of sueh-a that document or certificate, other
evidence reasonably deemed by the issuer to be appropriate.
The issuer may adopt standards with respect to sueh the
evidence provided-sueh-standards if they are not manifestly
unreasonable. The issuer is not charged with notice of the
contents of any document obtained pursuant to this paragraph
"b" except to the extent that the contents relate directly to

the appointment or incumbency.
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4. The issuer may elect to require reasonable assurance
beyond that specified in this section, but if it does so and,
for a purpose other than that specified in subsection 3 "b",
both requires and obtains a copy of a will, trust, indenture,
articles of copartnership, bylaws, or other controlling
instrument, it:'is charged with notice of all matters contained
therein affecting the transfer, pledge, or release.

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

as follows:
554.8403 GHIMIPER-DUT¥-6FP-INQUIR¥ ISSUER'S DUTY AS TO

ADVERSE CLAIMS.
1. An issuer to whom a certificated security is presented

for registration is-under-a-duty-te shall inquire into adverse
claims if:

a. a written notification of an adverse claim is received
at a time and in a manner whieh-affords 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,
and the issue of which the security is a part, and provides an
address for communications directed to the claimant; or

b. the issuer is charged with notice of an adverse claim
from a controlling instrument whieh it has elected to require

under subsectien-4-of section 554.8402, subsection 4.

2. The issuer may discharge any duty of inquiry by any
reasonable means, including notifying an adverse claimant by
registered or certified mail at the address furnished by the
adverse claimant or if there be no such address at the adverse
claimant's residence or reqular place of business that the

certificated security has been presented for registration of

transfer by a named person, and that the transfer will be
registered unless within thirty days from the date of mailing
the notification, either: ‘

a. an appropriate restraining order, injunction or other

process issues from a court of competent jurisdiction; or
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b. there is filed with the issuer an indemnity bond,
sufficient in the issuer's judgment to protect the issuer and

any transfer agent, registrar, or other agent of the issuer
involvedy from any loss which it or they may suffer by
complying with the adverse claim ts-fited-with-the-issuer,
3. Unless an issuer is charged with notice of an adverse
claim from a controlling instrument which it has elected to
require under subseection-4-of section 554.8402, subsection 4

or receives notification of an adverse claim under subsection
1 of-this-seetion, where if a certificated security presented

for registration is endorsed by the appropriate person or
persons the issuer is under no duty to inquire into adverse
claims. In particular:

a. an issuer registering a certificated security in the

name of a person who is a fiduciary or who is described as a
fiduciary is not bound to inquire into the existence, extent,
or correct description of the fiduciary relationship; 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 issuer registering transfer on an endorsement by a
fiduciary is not bound to inquire whether the transfer is made
in compliance with a controlling instrument or with the law of
the state having jurisdiction of the fiduciary relationship,
including any law requiring the fiduciary to obtain court
approval of the transfer; and | ‘

c. the issuer is not charged with notice of the contents
of any court record or file or other recorded or unrecorded
document even though the document is in its possession and
even though the transfer is made on the endorsement of a
fiduciary to the same fiduciary or to the fiduciary's nominee.

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

respect to an uncertificated security except:

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

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

reasonable opportunity to act on it in accordance with the

requirements of subsection 5;

b. claims of which the user has received a written

notification from the registered owner or the registered v

pledgee if the notification was received at a time and in a
manner affording the issuer a reasonable opportunity to act on

it in accordance with the requirements of subsection 5;

c. claims (including restrictions on transfer not imposed

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

by:
a. including a notation of the claim in any statements

sent with respect to the security under section 554.8408,

subsections 3, 6, and 7; and

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 cr 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

subsegquent 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 particular

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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pledgee or an appropriate person acting for the registered

pledgee unless:

a. the claim was embodied in legal process which expressly

provides otherwise;

b. the claim was asserted in a written notification from

the registered pledgee;

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

with notice from a controlling instrument it required under

section 554.8402, subsection 4 in connection with the

pledgee's request for transfer; or

d. the transfer requested is to the registered owner.
Sec. 40. Section 554.8404, Code 1989, is amended to read

as follows:
554.8404 LIABILITY AND NONLIABILITY FOR REGISTRATION.

1. Except as etherwise provided in any law relating to the
collection of taxes, the issuer is not liable to the owner,
pledgee, or any other person suffering loss as a result of the
registration of a transfer, pledge, or release of a security
if:

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

necessary endorsements or the issuer had received an

instruction originated by an appropriate person (section
554.8308); and '
b. the issuer had no duty te-ingquire-inte as to adverse
claims or has discharged anmy-sueh the duty (section 554.8403).
2. Where If an issuer has registered a transfer of a

certificated security to a person not entitled to it, the

issuer on demand must shall deliver a like security to the
true owner unless:

a. the registration was pursuant to subsection 1; er

b. the owner is precluded from asserting any claim for
registering the transfer under subseetien-i-of-the-foltewing

section 554.8405, subsection 1; or

c. sueh the delivery would result in overissue, in which

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

pledge, or release of an uncertificated security, the issuer

on demand from the injured party shall restore the records as

to the injured party to the condition that would have obtained

if the improper registration had not been made unless:

a. the registration was pursuant to subsection 1; or

b. the registration would result in overissue, in which

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

Sec. 41. Section 554.8405, Code 1989, is amended to read
as follows: ,

554.8405 LOST, DESTROYED, AND STOLEN CERTIFICATED
SECURITIES.

1. Where If a certificated security has been lost,

apparently destroyed, or wrongfully taken, 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 receiving sueh-a notification,
the owner is precluded from asserting against the issuer any
claim for registering the transfer under the-preeeding section
554.8404 or any claim to a new security under this section.

2. Where If the owner of a security claims that the a
certificated security has been lost, destroyed, or wrongfully

taken, the issuer must shall issue a new certificated security

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

security in place of the original security if the owner:

a. so requests before the issuer has notice that the
security has been acquired by a bona fide purchaser; and

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

c. satisfies any other reasonable requirements imposed by
the issuer.

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

uncertificated security, a bona fide purchaser of the original

certificated security presents it for registration of

transfer, the issuer must shall register the transfer unless

registration would result in overissue, in which event the
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issuer's liability is governed by section 554.8104. In
addition to any rights on the indemnity bond, the issuer may

recover the new certificated security from the person to whom

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

was issued except a bona fide purchaser or may cancel the

uncertificated security unless a bona fide purchaser or any

person taking under a bona fide purchaser is then the

registered owner or registered pledgee thereof.
Sec. 42. Section 554.8406, Code 1989, is amended to read

O ®©® J O U W N

[
[

as follows:

554.8406 DUTY OF AUTHENTICATING TRUSTEE, TRANSFER AGENT OR
REGISTRAR.
1. Where If a person acts as authenticating trustee,

-
(VS S I

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

H
NS

registration of transfers of its certificated securities or in

—
(9]

the registration of transfers, pledges, and releases of its

—
(=)

uncertificated securities, in the issue of new securities, or

H
d

=~
[=<]

in the cancellation of surrendered securities:
a. that person is under a duty to the issuer to exercise
good faith and due diligence in performing that person's

NN
= oo v

functions; and
b. that-persen-has with regard to the particular functions

NN
W N

that person performs, that person has the same obligation to

38
B

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

N
(83

owner or pledgee of an uncertificated security and has the

3]
()]

same rights and privileges as the issuer has in regard to
those functions.
2. Notice to an authenticating trustee, transfer agent,

NN
O o

registrar or other sueh agent is notice to the issuer with

w
o

respect to the functions performed by the agent.

Sec. 43. NEW SECTION. 554.8407 EXCHANGEABILITY OF
SECURITIES.

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

(98]
[

w w W
=W

section unless it regularly maintains a system for issuing the

class of securities involved under which both certificated and

w
(€3]
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uncertificated securities are regularly 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 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
UNCERTIFICATED SECURITIES.

1. 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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number of the new registered owner and, if the security has
been transferred subject to a registered pledge, the name and
address and any taxpayer identification number of the
registered pledgee;

d. a notation of 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 is or may be subject at the time of
registration or a statement that there are none of those
liens, restrictions, or adverse claims; and

e. the date the transfer was registered.

2. Within two business days after the pledge of an
uncertificatéd security has been registered; the issuer shall
send to the registered owner and 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 pledged;

c. the name and address and any taxpayer identification
number of the registered owner and the registered pledgee;

d. a notation of 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 is or may be subject at the time of
registration or a statement that there are none of those
liens, restrictions, or adverse claims; and

e. the date the pledge was registered.

3. Within two business days after the release from 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 containing:

a. a description of the issue of which the uncertificated
security is a part;

b. the number of shares or units released from pledge;

c. the name and address and any taxpayer identification
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number of the registered owner and the pledgee whose interest
was released;

d. a notation of 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 is or may be subject at the time of
registration or a statement that there are none of those
liens, restrictions, or adverse claims; and

e. the date the release was registered.

4. BAn "initial transaction statement" is the statement
sent to:

a. the new registered owner and, if applicable, to the
registered pledgee pursuant to subsection 1;

b. the registered pledgee pursuant to subsection 2; or

c. the registered owner pursuant to subsection 3. Each
initial transaction statement shall be signed by or on behalf
of the issuer and must be identified as "initial transaction
statement".

5. Within two business days after the transfer of an
uncertificated security has been registered, the issuer shall
send to the former registered owner and the former registered
pledgee, if any, a written statement containing:

a. a description of the issue of which the uncertificated
security is a part;

b. the number of shares dr units transferred;

c. the name and address and any taxpayer identification
number of the former registered owner and of any former
registered pledgee; and

d. the date the transfer was registered.

6. At periodic intervals no less frequent than anﬁually
and at 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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security is a part;

b.
number

c.

security registered in the name of the registered owner on the

the name and address and any taxpayer identification

of the registered owner;

the number of shares or units of the uncertificéted

date of the statement;

d.

the name and address and any taxpayer identification
number of any registered pledgee and the number of shares or

units subject to the pledge; 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 section 554.8403,

subsection 4) to which the

uncertificated security is or may be subject or a statement

that there are none of those liens,

claims.
7.

restrictions,

or adverse

At periodic intervals no less frequent than annually

and at any time upon the reasonable written request of the

registered 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 which the uncertificated

security is a part;

b.
number

c.
number

d.
and

e.

the name and address and any taxpayer identification

of the registered owner;

the name and address and any taxpayer identification

of the registered pledgee;

the number of shares or units subject to the pledge;

a notation of 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 is or may be subject or a statement

that there are none of those liens,

claims.
8.

restrictions,

or adverse

If the issuer sends the statements described in
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subsections 6 and 7 at periodic intervals no less frequent
than quarterly, the issuer is not obliged to send additional
statements upon request unless the owner oOr pledgee requesting
them pays to the issuer the reasonable cost of furnishing
them.

9. Each statement sent pursuant to this section must bear
a conspicuous legend reading substantially as follows: "This
statement is merely a record of the rights of the addressee as
of the time of its issuance. Delivery of this statement, of
itself, confers no rights on the recipient. This 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. 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
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
subsection 2.

Sec. 46. Section 554.9103, Code 1989, is amended by adding
the following new subsection: v

NEW SUBSECTION. 6. UNCERTIFICATED SECURITIES. The law

(including the conflict of laws rules) of the jurisdiction of

organization of the issuer governs the perfection and the
effect of perfection or nonperfection of a security interest
in uncertificated securities.

Sec. 47. Section 554.9105, subsection 1, paragraph i, Code
1989, is amended to read as follows:

i. "Instrument" means a negotiable instrument (defined in

section 554.3104), or a certificated security (defined in
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section 554.8102) or any other writing which evidences a right
to the payment of money and is not itself a security agreement
or lease and is of a type which is in ordinary course of
business transferred by delivery with any necessary
endorsement or assignment;

Sec. 48. Section 554.9203, subsection 1, Code 1989, is
amended to read as follows:

1. Subject to the provisions of section 554.4208 on the

security interest of a collecting bank, section 554.8321 on

security interests in securities and section 554.9113 on a

security interest arising under the Article on Sales, a
security interest is not enforceable against the debtor or
third parties with respect to the collateral and does not
attach unless: v

a. the collateral is in the possession of the secured
party pursuant to agreement, or the debtor has signed a
security agreement which contains a description of the
collateral and in addition, when the security interest covers
crops growing or to be grown or timber to be cut, a
description of the land concerned; and

b. wvalue has been given; and

c. the debtor has rights in the collateral.

Sec. 49. Section 554.9302, subsection 1, paragraph £, Code
1989, is amended to read as follows:

f. a security interest of a collecting bank (section
554.4208) or in securities (section 554.8321) or arising under

the Article on Sales (see section 554.9113) or covered in

subsection 3 of this section; _

Sec. 50. Section 554.9304, subsections 1, 4, and 5, Code
1989, are amended to read as follows:

1. A security interest in chattelwpaper or negotiable
documents may be perfected by filing. A security interest in

money or instruments (other than certificated securities or

instruments which constitute part of chattel paper) can be

perfected only by the secured party's taking possession,
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except as provided in subsections 4 and 5 of this section and
section 554.9306, subsections 2 and 3, on proceeds.

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.
5. A security interest remains perfected for a period of

twenty-one days without filing where a secured party having a

perfected security interest in an instrument (other than

certificated securities), a negotiable document or goods in

possession of a bailee other than one who has issued a
negotiable document therefor

a. makes available to the debtor the goods or documents
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 '

b. delivers the instrument to the debtor for the purpose
of ultimate sale or exchange or of presentation, collection,
renewal, or registration of transfer.

Sec. 51. Section 554.9305, Code 1989, is amended to read
as follows:

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 the collateral. If such

collateral other than goods covered by a negotiable document
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is held by a bailee, the secured party is deemed to have

possession from the time the bailee receives notification of
the secured party's interest. A security interest is
perfected by possession from the time possession is taken
without relation back and continues only so long as possession
is retained, unless otherwise specified in this Article. The
security interest may be otherwise perfected as provided in
this Article before or after the period of possession by the
secured party.

Sec. 52. Section 554.9309, Code 1989, is amended to read
as follows: ,

554.9309 PROTECTION OF PURCHASERS OF INSTRUMENTS AND
DOCUMENTS AND SECURITIES.

Nothing in this Article limits the rights of a holder in

due course of a negotiable instrument (section 554.3302) or a
holder to whom é negotiable document of title has been duly
negotiated (section 554.7501) or a bona fide purchaser of a
security (section 554+836% 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. 53. Section 554.9312, subsection 7, Code 1989, 1is
amended to read as follows:

7. If future advances are made while a security interest
is perfected by filing, er the taking of possession, or under
section 554.8321 on securities, the security interest has the

same priority for the purposes of subsection 5 with respect to
the future advances as it does with respect to the first
advance. If a commitment is made before or while the security
interest is so perfected, the security interest has the same
priority with respect to advances made pursuant thereto. In

other cases a perfected security interest has priority from
the date the advance is made. 4
Sec. 54. Section 554.,1201, subsections 5, 14, and 20, Code
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1989, are amended to read as follows:
5. "Bearer" means the person in possession of an

instrument, document of title, or certificated security

payable to bearer or endorsed in blank.
14. "Delivery" with respect to instruments, documents of

title, chattel paper, or certificated securities means

voluntary transfer of possession.
20. "Holder" means a person who is in possession of a

document of title or an instrument or am 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 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

is forged or fraudulent or there is fraud in the transaction:

a. the issuer must honor the draft or demand for payment
if honor is demanded by a negotiating bank ef or other holder
of the draft or demand which has taken the draft or demand
under the credit and under circumstances which would make it a
holder in due course (section 554.3302) and in an appropriate
case would make it a person to whom a document of title has
been duly negotiated (section 554.7502) or a bona fide

purchaser of a certificated security (section 554.8302); and

b. 1in 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.

EXPLANATION
This bill adopts amendments to Article 8, the uniform

commercial code - investment securities chapter, recommended

_54._
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by the national conference of commissioners on uniform state
laws in 1977. The scope of the title is broadened by the

amendments to include both securities which are "reified",
i.e., represented by’certificates or other instruments, and
those which are not. Reified securities are termed
"certificated securities" and constitute the entire subject
matter of Article 8 as currently in the Code. The latter

O N oUW N

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; o
27 and 554.8408. ’

28 Conforming amendments are also made to Articles 1, 5, and
29 9.

30

31
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A BILL FOR

An Act relating to Article 8 of the Uniform Commercial Code, by
inciluding both certificated and uncertificated securities
within the scope of Article 8, and by making conforming
amendments tc Articles 1, 5, and 9.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA
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Section 1. Section 554.8102, Code 1989, is amended %to read .

as follows:

554.8102 DEFINITIONS AND INDEX OF DEFINITIONS.

1. In this Article, unless the context otherwise requires

as--A-Ysecurityl-is-an-instrument-whieh

ts--is-issued-in-bearer-or-regratered-farm;-and

ttr--ts-0f-a-type-commonty-deait-in-uponr-securities
exchanges-or-marketa-or-commonty-recognized-in-any-area—in
which-it-23-tasned-or-deatt-in-as-a-medium-for-tnvesement;-and

tiic--ta-either-sne-cf-a-ciass-cr-seriea-ar-by-itta-terms-zs
divisibie-into-a-ciass-or-series-cf-inatruments;-and

tvs-~evidences-a-share;-participation-or-other-tnteresat—+in
property-or-in-an-enterprise-or-evidences-an-cbiigation-of-the
teauer

a. A "certified security" is a share, participation, or

other interest in property of or an enterprise of the issuer

or an obligation of the issuer which 1is
i. represented by an instrument issued in bearer or

registered form;
ii. of a type commonly dealt in on securities exchanges or

markets or commonly recognized in any area in which it is

issued or dealt in as a medium for investment: and

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

divisible into a class or series of shares, participations,

interests, or obligations.
D. An "uncertificated security" is a share, participation,

or other interest in property or an enterprise of the issuer

or an obligation of the issuer which is

i. not represented by an instrument and the transfer of

which is registered upon books maintained for that purpose by

or on behalif of the issuer;
ii. of a type commonly dealt 1in on securities exchanges or

markets; and

i1i. either one of a class or series or by its terms

divisible into a class or series of shares, participations,
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interests, or obligations.

Br c. A "security" is either a certificated or an

uncertificated security., If a security ls certificated, the
terms "security" and "certified security" may mean either the

intangible interest, the instrument representing that
interest, or both, as the context requires., A writing whtehk
that is a certificated security is governed by this Article
and not by uniform-eeommercigi-eeode----commercial-paper Article
3 even though it also meets the requirements of that Article.
This Article does not apply to money. If a certificated
security has been retained by or surrendered to the issuer or

its transfer agent for reasons other than registration of

transfer, other temporary purpose, payment, exchange, or
acquisition by the issuer, that security shall be treated as

an uncertificated security for purposes of this Article,

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

i. it specifies a person entitled to the security or to
the rights it evidenmees represents, and when

ii. its transfer may be registered upon books maintailned
for that purpose by or on behalf of an the issuer, or the
security so states.

d e, A certificated security is in "bearer form” whena 1f
1t runs to bearer according to its terms and not by reason ot

any endorsement.

2. A "subsequent purchaser"” is a person who takes other
than by original issue.

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

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

corporation:
a. At least ninety percent of the whose capital stock e#f
whten is held by or for one or more persons;-sther—than

tmdtviduats, and organizations, none of which, other than a

national securities exchange or association, holds in excess

of twenty percent of the capital stock of the corporation,

-2=
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each of whom which is

i. &s subject to‘supervision or regulation pursuant to the
provisions of federal or state banking laws or state insurance
laws, er

ii. +s a broker or dealer or investment company registered
under the Seeunrrtres-Exchange-Act-0f-1934-t48-Stat--881:-15
H:S-€--F8a-et-seqry-or-the-investment-Eompany-Act-0£-3940-{54
Stat:--789+-15-H:5:E€--88a-1-et-seg:y federal securities laws,

or
iii. #¢s a national securities exchange or association

registered under a-atatute-of-the-United-States-auvech-as-the

Securittes-Exchange-act-0£-3934 the federal securities laws,

and nene-af-whemy-ather-than-a-nationali-securrtres-excnange-or
association;-hoids-in-excess-of-twenty-percent-of-the-capital
stock-of-such-corporatrons-and

b. Any remaining capital stock of which is held by
individuals who have purchased sueh-capitai-steecik it at or
prior to the time of their taking office as directors of sueh
the corporation and who have purchased only so much of such
capital stock as may-be is necessary to permit them to qualify
as suech directors.

4. A "custodian bank" is amy a bank or trust company wnich
that is supervised and examined by state or federal authority
having supervision over banks and whieh is acting as custodian
for a clearing corporation.

S. Other definitions applying to this Article or to
specified Parts thereof and the sections in which they appear
are:

"Adverse claim". Section 5%4-638% 554.8302,

"Bona fide purchaser™. Sectlion 554.8302.

"Broker". Section 554.8303.

"Debtor". Section 554.9105.

"financial Intermedliary". Section 554.8313.

"Guarantee of the
signature”, Section .8402.

-3-
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"Initial transaction

statement"“. . Section 554.8408.
"Instruction”. Section 554.8308.
"Intermediary bank". Section 554.4105.
"Issuer". Section 554.8201.
"QOverissue". Section 554.8104.
"Secured party", Section 554.9105.
"Security agreement". Section 554.9105,

6. In addition Article 1 contains general definitions and
principles of construction and interpretation applicable
throughout this Article.

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

554.8103 ISSUER'S LIEN.

A lien upon a security in favor of an issuer thereof is
valid against a purchaser only if:

a. the security is certificated and the right of the
issuer to such the lien is noted conspicuocusly on-the-securiey

thereon: or
b. the security is uncertificated and a notation of the

right of the issuer to the lien is contalned in the initial

transaction statement sent to the purchaser or, if the
P

purchaser's interest is transferred to the purchaser cother

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

initial transaction statement sent to the registered cwner or

the registered pledgee.
Sec. 3. Section 554.8104, Code 198%, is amended to read as

foliows:

554.8104 EFFECT OF OVERISSUE -- "OVERISSUE."

1. 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
cverissue; but 1f:

a. +tf an identical security which does nct constitute an

overlssue is reasonably available for purchase, the person

-4 -
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entitled to issue or validation may ccmpel the issuer to
purchase and-detiver-such-a the security te for that person
and either to deliver a certificated security or to register
the transfer of an uncertificated security to that person
against surrender of ¢the any certificated securityrs-tf-anys

whiel that person holds; or

b. t£ a security is not so available for purchase, the
person entitled to issue or validation may 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's
demand.

2. "Overissue" means the issue of securities in excess of
the amount wh2ch the issuer has corporate power to issue.

Sec. 4. Section 554,8105, Code 1989, is amended to read as
follows:

554.8105 CERTIFICATED SECURITIES NEGOTIABLE -- STATEMENTS
AND INSTRUCTIONS NOT NEGOTIABLE -- PRESUMPTIONS.

1. Securitites Certificated securities governed by this

Article are negotiable instruments.
2. Statements (section 5%54.8408), notices, or the like,

sent by the issuer of uncertificated securities and
instructicons (section 554.8308) are neither negotiable

instruments nor certificated securities.

2 3. In any action on a security:
a. unless specifically denied in the pleadings, each

signature on the a certificated security or, in a necessary

endorsement, on an initlal transaction statement, or con an

instruction, is admitted;
b. when if the effectiveness of a signature is put in
issue, the burden of establishing it is on the party claiming

under the signature, but the signature is presumed to be

genuine or authorized;

c. wher if signatures on a certificated security are
admitted or established, production of the tnstrument security
entitles a hoider to recover on it unless the defendant

-H-




establishes a defense or a defect going to the validity of the

security; and
d. if signatures on an initial transaction statement are
admitted or established, the facts stated in the statement are

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

d e. after it is shown that a defense or defect exists,
the plaintiff has the burden of establishing that the
plaintiff or some person under whom the plaintiff claims is

person against whom the defense or defect is ineffective
(section 554.8202).
Sec. 5. Section 554.8106, Code 1989, is amended to read

(= I« < BN . Y N R T

[ =

[
[

follows:
554.8106 APPLICABILITY.
The law (including the conflict of laws rules) of the

e
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Jjurisdiction of organization of the issuer governs
Phe the validity of a security, the effectiveness of
registration by the issuer, and the rights and duties of the

-
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issuer with respect to:

&. regilstration of transfer of a certificated security;:

are~governed—by—the—iaw—féncinding-the—confiict-cf-iaws—raies&
of-the-jurisdretion-of-organizacion-of-the-tasuer-
b. registration of transfer, pledge, or release of an

uncertificated security; and
¢. sending of statements of uncertificated securities.
Sec. 6. Section 554.8107, Code 1989, is amended to read as
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follows:

554.8107 SECURITIES BEBIVERABRE TRANSFERABLE -- ACTION FOR
PRICE. '

1. Unless otherwise agreed and subject to any applicable
law or regulation respecting short sales, a person ¢bligated

(8]
~J

to detrrver trarsfer securities may deiiver transfer any
certificated security of the specified issue in bearer form or

registered in the name of the transferee, or endcrsed to the
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transferee, or in blank, or the transferor may traasfer an

W
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equivalent uncertificated security to the transferee or a
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person designated by the transferee.
2. vwhen If the buyer fails to pay the price as it comes

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

of:
a. eof certificated securities accepted by the buyer; and
b. uncertificated securities that have been transferred to

the buyer or a person designated by the buyer; and
B c. of other securities if efforts at their resale would

be unduly burdensome or if there is no readily available

market for theilr resale.

Sec. 7. NEW SECTION. 554.8108 REGISTRATION OF PLEDGE AND
RELEASE OF UNCERTIFICATED SECURITIES.

A security interest in an uncertificated security may be
evidenced by the registration of pledge tc the secured party
or a person designated by the secured party. There can be no
more than one registered pledge of an uncertificated security

at any time. The registered owner of an uncertificated
security is the person in whose name the security is
registered, even if the security is subject to a registered
pledge. The rights of a registered pledgee of an
uncertificated security under this Article are terminated by
the registration of release.

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

554.8201 “"ISSUER,"

1. With respect to obligations on or defenses to a
security "issuer" includes a person who:

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

on a certificated security (otherwise than as authenticating

trustee, registrar, transfer agent, or the like) to evidence
that it represents a share, participation, ¢r other interest
in that person's property or in an enterprise or to evidence
that person's duty to perform an cobligation evidenced

represented by the certificated security; es

b. <c¢reates shares, participations or other interests in
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the person's property ©r in an enterprise or undertakes
obligations, which shares, participations, interests, or

obligations are uncertificated securities;
b ¢. directly or indirectly creates fractional interests

in that person's rights or property, which fractional
interests are evideneed represented by certificated

securities; or

e d. becomes responsible for or in place of any other
person described as an issuer in this section.

2. With respect to obligations on or defenses to a
securlity, a guarantor ls an issuer to the extent of the
guarantor's guaranty, whether or not the guarantor's
obligation is noted on the a certificated security or on

statements of uncertificated securities sent pursuant to
section 554.8408.

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

release (Part 4 of this Article), "issuer"” means a perscn on

whose behalf transfer books are maintained.

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

554.8202 ISSUER'S RESPONSIBILITY AND DEFENSES -- NOTICE OF
DEFECT OR DEFENSE.

1. Even against a purchaser for value and without notice,
the terms of a security include:

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

security;
b. 1f the security is uncertificated, those contained in

the initial transaction statement sent to such purchaser, or

if the purchaser's interest is transferred to the purchaser

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

the initial transaction statement sent to the registered owner

or registered pledgee; and

c. those made part of the security by reference, on the
certificated security or in the initial transaction statement,

to ancther instrument, indenture, or document or to a

-8~
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constitution, statute, ordinance, rule, regulation, order or
the like, to the extent that the terms se referred to do not
conflict with the stated terms stated on the certificated
security or contained in the initial statement. Such-a A
reference under this paragraph does not of itself charge a
purchaser for value with notice of a defect going to the
validity of the security, even though the certificated
security or statement expressly states that a person accepting

it admits such notice.
2. ax A certificated security in the hands of a purchaser

for value or an uncertificated security as to which an initial

transaction statement has been sent to a purchaser f£or value,

other than one a security issued by a government or
governmental agency or unit, even though issued with a defect
going to its validity, 1is valid in-the-hards-of-a with respect
to the purchaser fer-vaiue-and i1f the purchaser is without
notice of the particular defect unless the defect involves a
violation of constitutional provisions, in which case the

security is valid im-the-handa-of with respect to a subsequent
purchaser for value and without notice of the defect.
bs-—The-ruite-eof-subpa=agraph-"a" This subsection applies to

an issuer whieh that is a government or governmental agency or

unit only if either there has been substantial compliance with
the legal reguirements governing the issue or the lissuer has
received a substantial consideration for the issue as a whole
or for the particular security and a stated purpose of the
issue is one for which the issuer has power to borrow money or
issue the security.

3. Except as eotherwise provided in the case of certain
unautheorized signatures em-:ssue (section 554.8205), lack of

genuineness of a certificated security or an initial

transaction statement is a complete defense, even against a

purchaser for value and without notice.
4. All other defenses of +he issuer of a certificated or

uncertificated security, including nondelivery and conditicnal

-9-
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delivery of ethe a certificated security, are ineffective

against a purchaser for value who has taken without notice of

the particular defense.

5. Nothing in this section shall be construed to affect
the right of a party to a "when, as and if 1ssued"” or a "when
distributed" contract to cancel the contract in the event of a
material change in the character of the security whieh that is
the subject of the contract or in the plan or arrangement
pursuant to which sueh the security is to be issued or
distributed,

Sec. 10. Section 554.8203, Code 1989, is amended to read
as follows:

554.8203 STALENESS AS NOTICE QOF DEFECTS QR DEFENSES.

1. After an act or event whieh-creates creating a right to
immediate performance of the principal obligation evideneed
tepresented by the a certificated security or which that sets
a date on or after which the security is to be presented or
surrendered for redemption or exchange, a purchaser is charged

with notice of any defect in its issue or defense of the
issuer if:
a. i£ the act or event is one requiring the payment of

money e¢, the delivery of certificated securities, the

registration of transfer of uncertificated securities, or beth

any of these on presentation or surrender of the certificated

security and-sueh, the funds or securities are available on
the date set for payment or exchange, and the purchaser takes
the security more than one year after that date; and

b. <+€ the act or event is not covered by paragraph "a" ang
the purchaser takes the security more than two years after the
date se: for surrender or presentation or the date on which
such performance became due.

2. A call whzeh that has been revoked is not within
subsecticn 1.

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

as follows:




554.8204 EFFECT OF ISSUER'S RESTRICTIONS ON TRANSFER.

Bniess-noted-coﬁs?écuousiy-en—the—security—a A restriction
on transfer of a security imposed by the issuer, even though
otherwise lawful, is 1neffective except against a any person

wreth without actual knowledge of its unless:
a. the security is certificated and the restriction is

noted conspicuously thereon; or
b. the security is uncertificated and a notaticn of the

restriction is ceontained in the i1nitial transaction statement

sent to the person or, if the person's interest is transferred
to the person other than by registration of transfer, pledge,
or release, the initial transaction statement sent to the

registered owner or the registered pledgee.
Sec. 12. Section 554.8205, Code 1989, is amended to read

as follows:

554.8205 EFFECT OF UNAUTHORIZED SIGNATURE ON fS55BE
CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT.

An unauthorized signature placed on a certificated security

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

transaction statement is ineffective, exeepe-that but the

signature is effective in favor of a purchaser for value and

of the certificated security or a purchaser for value cf an

uncertificated security to whom such initial transaction

statement has been sent, if the purchaser is without notice of

the lack of authority and if the signing has been done by:
a. an authenticating trustee, registrar, transfer agent or
other person entrusted by the issuer with the signing o¢of the

security er, of similar securities, or ¢f initial transacticns

statements or therr the immediate preparation for signing of

any of them; or

b. an employee of the issuer, or of any of the fcregoing,

entrustec with responsible handling of the security or initial

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

follows:




554.8206 COMPLETION OR ALTERATION QF EINSTREMENT
CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT.

1, Where If a certificated security contains the
signatures necessary to its issue or transfer but is

incomplete in any other respect:

a. any person may complete it by filling in the blanks as
authorized; and

b. even though the blanks are incorrectly filled in, the
security as completed is enforceable by a purchaser who took
it for value and without notice of suekh the incorrectness.

2. A complete certificated security which that has been

improperly altered, even though fraudulently, remains
enforceable, but only according to its original terms,

.

3. If an initial transaction statement contains the

signatures necessary to its validity, but is incomplete in any

other respect:

a. any person may complete it by f£illing in the blanks as

authorized; and
b. even though the blanks are incorrectly filled in, the

statement as completed is effective in favor of the person to
whom it is sent if the person purchased the security referred

to therein for wvalue and without notice of the incorrectiness.

4. A complete initial transaction statement that has been

improperly altered, even though fraudulently, is effective in

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

according to its original terms.
Sec. 14. Section 554,8207, Code 19892, 1is amended to read

as follows:

554.8207 RIGHTS OF ISSUER WITH RESPECT TO REGISTERED
OWNERS.

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 notifications, and

otherwise to exercise all the rights and powers of an owner.

-12-
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2. Subject to the provisions of subsections 3, 4, and 6,
the issuer or indenture trustee may treat the registered owner

of an uncertificated security as the person exclusively
entitled to vote, to receive notifications, and otherwise to

exercise all the rights and powers of an owner,
3. The registered owner of an uncertificated security that

is subject to a registered pledge is not entitled to
registration of transfer prior to the due presentment to the

issuer of a release instruction. The exercise of conversion

rights with respect to a convertible uncertificated security

is a transfer within the meaning of this section.
4. Upon due presentment of a transfer instruction from the

registered pledgee of an uncertificated security, the issuer

shali:
a. register the transfer of the security to the new owner

free of pledge, if the instruction specifies a new owner {who
may be the registered pledgee) and does not specify a pledgee:
b, register the transfer of the security to the new cwner

subject to the interest of the existing pledgee, if the
instruction specifies a new owner and the existing pledgee; or
c. register the release of the security from the existinrg
pledge and register the pledge of the security to the other
pledgee, if the instruction specifies the existing owner and

another pledgee.
S. Continuity of perfection of a security interest is not

broken by registration of transfer under subsection (4)(b) eor

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

if the security interest is assigned.

6. If an uncertificated security is subject to a

registered pledge:
a. any uncertificated securities issued in exchange for or
distributed with respect to the pledged security shall be

registered subiject to the pledge:;
b. any certificated securities issued in exchange for or

distributed with respect to the pledged security shall be

_"___3_
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delivered to the registered pledgee:; and

¢. any money paid in exchange for or in redemption of part
or all of the security shall be paid to the registered
pledgee.

2 7. Nothing in this Article shall be construed to affect
the liability of the registered owner of a security for calils,

assessments, or the like.
Sec. 15. Section 554.8208, Code 1589, is amended to read

as follows:

554.8208 EFFECT QF SIGNATURE OF AUTHENTICATING TRUSTEE,
REGISTRAR OR TRANSFER AGENT,

l. A person placing that person's signature upon a
certificated security or an initial transaction statement as

authenticating trustee, registrar, transfer agent, 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 been
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 trn2 security
is within that person's capacity and within the scope of the

asehorzzation authority received by that person from the
issuer; and

€. that person has reasonable grounds to believe that the
security is in the form and within the amount the issuer is
authorized to issue.

2. Unless otherwise agreed, a person by so placing that
person's signature does not assume responsibility fcr the
validity of the security in other respects.

Sec, 1l6. Secticon 554,.8301, Code 1983, is amended to read
as follows:

554.8301 RIGHTS ACQUIRED BY PURCHASER ---4ABYERSE-EhAIMY--

_14...
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--PIPLE-AFGHIRED-B¥-BONA-FIBE-PUREHASER.

1. Upon deiiveéy'transfer of a security to a purchaser
(section 554.8313), the purchaser acquires the rights in the
security which the purchaser's transferor had or had actual
authority to convey except-that-a-purchaser-who-has-personaiiy
been-a-party-to-any-fraud-or-ritegatity-atfecting-the-security

or-who-as-a-prier-neider-had-notice-of-an-adverse-ciaim-cannot
improve-that-purchaseris-posteton-by-taking-£frem-a-tater-pona
fide-purchaser---tadverse-ctatmi-inetudes-a-crarm-that-a
transfesr-was-or-wonid-be-wrongful-eor-that-a-partiteniar-advesse
persen-+3-the-owner-af-ar-has-an-interest-sn-the-security
unless the purchaser's rights are limited by section 554.8302,

subsection 4.
2v--A-bena-Side-purchaser-in-addiston-to-acquiring-the

tighta-of-a-purchaser-atss-acquires-the-security-free-cf-any
adverse-ciarms

3 2. A purchaser transferee of a limited interest acquires
rights only to the extent of the interest purehased
transferred. The creation or release of a security interest
in a security is the transfer of a limited interest irn that

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

as follows:
554 .8302 "BONA FIDE PURCHASER" -- "ADVERSE CLAIM" -- TITLE

ACQUIRED BY BONA FIDE PURCEASER.

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

good faith and without notice of any adverse claim:
a. who takes delivery of a certificated security in bearer

form or of-ene in registered form, issued fe-that-purchaser or
endcrsed to that purchaser or in blanks ;

b. to whom the transfer, pledge, or release of an
uncertificated security is registered on the books ¢f the

issuer; cr
€. to whom & security is transferred under the provisions

of paragraph {c), (d)(i), or (g) <f section 554.8313,

_15_
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subsection 1,
2. "Adverse claim" includes a claim that a transfer was or

would be wrongful or that a particular adverse person is the

owner of or has an interest in the security.

3. A bona fide purchaser in addition to acquiring the
rights of a purchaser (section 554.8301) also acguires
interest in the security free of any adverse claim.

4. Notwithstanding section 554,8301, subsection 1, the
transferee of a particular certificated security who has been

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

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

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

by taking from a bona fide purchaser.
Sec. 18. Section 554.8303, Code 1989, is amended to read

as follows:

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, er buys
a security from, or sells a security to, a customer. Nothing
in this Article determines the capacity in which a person acts
for purposes of any other statute or rule to which auen the

perseon is subject.

Sec. 15. Section 554.8304, Code 1989, is amended to read
as follows:

554.8304 NOTICE TO PURCHASER OF ADVERSE CLAIMS.

i. A purchaser {including a broker for the seller or buyer
but excluding an intermediary bank) of a certificated security

is charged with notice of adverse claims if:

a. the security, whether in bearer or registered form, has
been endorsed "for collection” or "for surrender” or for some
other purpose not involving transfer; or

b. the security is in bearer form and has on it an
unambigucus statement that it is the property of a person

cther than the transferor. The mere writing of a name con a

e
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security is not such a statement.
2. A purchaser (including a broker for the seller or

buyer, but excluding an intermediary bank) to whom the
transfer, pledge, or release of an uncertificated security is
registered is charged with notice of adverse claims as to
which the issuer has a duty under section 554.8403, subsection
4 at the time of registration and which are noted in the

initial transaction statement sent to the purchaser or, if the

purchaser's interest is transferred to the purchaser other
than by registration of transfer, pledge, or release, the

initial transaction statement sent to the registered owner or

the registered pledgee.
2 3. The fact that the purchaser (including a broker for
the seller or buyer) of a certificated or uncertificated

security has notice that the security is held for a third
person or is registered in the name of or endorsed by a
fiduciary does not create a duty of inquiry into the
rightfulness of the transfer or constitute constructive notice

of adverse claims. #£f7-however However, if the purchaser
(excluding an intermediary bank) has knowledge that the
proceeds are being used or that the transaction is for the
individual benefit of the fiduciary or ctherwise in breach of
duty, the purchaser is charged with notice of adverse cla:ims.

Sec. 20. Section 554.8305, Code 1989, 1s amended tc read
as follows:

$54.8305 STALENESS AS NOTICE OF ADVERSE CLAIMS,

An act or event whiteh that creates a right to immediate
performance of the principal obligation evideneed represented

by the a certificated security or wihteh sets a date on or
after which ®he a certificated 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 purchase transfer:
a. after one year from any date set for such presentment

or surrender for redemption or exchange; or

-] -
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b. after six months from any date set for payment of money
against presentation or surrender of the security if funds are
available for payment on that date.

Sec. 21. Section 554.8306, Code 1989, is amended to read
as follows:

554.8306 WARRANTIES ON PRESENTMENT AND TRANSFER OF
CERTIFICATED SECURITIES -- WARRANTIES OF ORIGINATORS OF
INSTRUCTIONS.

1. A person who presents a certificated security for

registration of transfer or for payment or exchange, warrants
to the issuer that the person is entitled to the registration,
payment or exchange. But, a purchaser for value and without
notice of adverse claims who receives a new, reissued, 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; and

b. the security is genuine and has not been materially
altered; and

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 sueh delivery, the intermediary by suen

delivery warrants only the intermediary's own good faith and
authority, even though the intermediary has purchased or made
advances against the cliaim to be collected against the
delivery.

4. A pledgee ¢r other holder for security who redelivers

-18-
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the a certificated security received, or after payment and on
order of the debtot delivers that security to a third person,
makes only the warranties of an intermediary under subsection
3.

5. A person who coriginates an instruction warrants to the

issuer that:
a. the originator is an appropriate person to originate

the instruction; and
b. at the time the instruction is presented to the issuer
the originator will be entitled to the registration of

transfer, pledge, or release.
6. A perscn who originates an instruction warrants to any

person specially guaranteeing the originator's signature
(section 554.8312, subsection 3) that:
a. the originator 1s an appropriate person to originate

the instruction; and
b. at the time the instruction is presented to the issuer
1. the originator will be entitled to the registration of

transfer, pledge, or release; and
1i. the transfer, pledge, or release requested in the

instruction will be registered by the issuer free from all
liens, security interests, restrictions, and claims other than

those specified in the instruction.

7. A person who originates an instruction warrants to a

purchaser for value and to any person guaranteeing the

instruction {section 554.8312, subsection 6) that:

a. the originator is an appropriate person to originate

the instruction;

b, the uncertificated security referred to therein is

valid; and
c. at the time the instruction is presented to the issuer

i. the transferor will be entitled to the registration of

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

instruction will be registered by the issuer free frcm all
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liens, security interests, restrictions, and claims other than
thos- specified in' the instructiern: and

ili.. the requested transfer, p:edge, or release will be

E. If a secured party is the registered pledgee or the
registered owner of an uncertificated security, a person who
oricinates an instruction of release or transfer to the debtor
or, cfter payment and on order cof the debtor, a transfer
instruction to a tiird person, warrants to the debtor or the
third person only that the secured party is an appropriate
person to originate the instruction and at the time the
instruction is presented to the issuer, the transferor will be
entitled to the registration of release or transfer. If a
transfer instruction to a third person who is a purchaser for
value is originated on order of the debtor, the debtor makes
to the purchaser the warranties of paragraphs "b", "¢", ii,

and "c¢" iii of subsection 7.
8. A person who transfers an uncertificated security to a

purchaser for value and does not originate an instruction in

connection with the transfer warrants only that:

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

b. The uncertificated security is valid.

S 10. A broker gives to the broker's customer and to the
issuer and a purchaser the applicable warranties provided in
this section and has the rights and privileges of a purchaser
under this section. The warranties of and in favor of the

broker acting as an agent are in addition to applicable
warranties given by and in favor of the broker's customer.

ie22. 22. Section 554.8307, Code 1989, is amended to read
as t£ollows:

554.8307 EFFECT OF DELIVERY WITHOUT ENDORSEMENT -- RIGHT
TO COMPEL ENDORSEMENT.

Where If a certificated security 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
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time the endorsement is supplieds; but against the transfero:,
the transfer is complete upon delivery and the purchaser has a
specifically enforceable right to have any necessary

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

as follows:

554.8308 ENDORSEMEN?;~HOW-MABE----SPEEIAL-ENBORSEMENY---
ENBORSER-NOP-A-GHARANPOR--—-PARPIAL-ASSIGNMENT ENDORSEMENTS --
INSTRUCTIONS.

1. An endorsement of a certificated security in registered

form is made when an apprepriate person silgns on 1t Or on a
separate document an assignment or transfer of the security or
a power to assign or transfer it or when the person's
signature ef-sueh-persen is written without more upon the back
of the security.

2. An endorsement may be in blank or special. An
endorsement in blank includes an endorsement to bearer. A
special endorsement specifies the-perasn to whom the security
1s to be transferred, or who has power to transfer it. A
holder may convert a blank endorsement into a special
endorsement.

3. An endorsement purporting to be conly of part of a

certificated security representing units intended by the

issuer to be separately transferable is effective to the

extent of the endorsement.

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

uncertificated security reguesting that the transfer, pledge,
or release from pledge of the uncertificated security

specified therein be registered.
5. An instruction originated by an approprlate person is:

a. a writing signed by an appropriate person; or
b. a communication %o the issuer in any form agreed upon

in a3 writing signed by the issuer and an appropriate person.

If an instruction has been originated by an appropriate

person but is incomplete in any other respect, any person mav
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complete it as authorized and the issuer may rely on it as
completed even thoUgh it has been completed incorrectly.

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

av the person specified by the certificated security or by

special endorsement to be entitled to the securitys-or.
7. "An appropriate person" in subsection 5 means:

a. for an instruction to transfer or pledge an
uncertificated security which is then not subiject to a
registered pledge, the registered owner; or

b. for an instruction to transfer or release an
uncertificated security which is then subject to a registered

pledge, the registered pledgee.
8. In addition to the persons designated in subsections 6

and 7, "an appropriate person" in subsections 1 and 5

includes:
B a. where if the person so-speeified desicnated is

described as a fiduciary but is no longer serving in the
described capacity, -- either that person or that person's
successor; eor

e b. whese if the seeurity-or-endersement-sc-specifres
persons designated are described as more than one person as
fiduciaries and cne or more are no longer serving in the

described capacity, -- the remaining fiduciary or fiduciaries,

whether or not a successor has been appointed c¢r qualifled; es
@ c. where if the person se-apecified designated is an

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

incompetence, infancy, or otherwise, -- that person's
executor, administrator, guardian, or like fiduclary; et
e d. where if the seeurity-or-endersement-sc-specifres

perscns designated are described as more than one person as

tenants by the entirety or with right of survivership and by
reason of death all cannot sign, —-- the survivor or survivors;

ar
£ e. a person having power to sign under applicable law or

controlling instrument; er and
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g £. to the extent that the person designated or any of

the foregoing persons may act through an agent, -- that
person's authorized agent.

4 9. Unless otherwise agreed, the endorser of a
certificated security by the endorser's endorsement or the
originator of an instruction by the originator's origination
assumes no obligation that the security will be honored by the
issuer but only the obligations provided in section 554.8306.

S5s--An-endorsement-purporting-to-be-enty-of-part-of-a
security-representing-units-intended-by-the-tassuer-ta-be
separately-transferable-is-effective-to-the-extent-of-the
endorsements

€ 10. Whether the person signing is appropriate 1is
determined as of the date of signing and an endorsement mace

by or an instruction originated by such-a the person does nct

become unauthorized for the purposes of this Article by virtue
of any subsequent change of circumstances.

7 11. Failure of a fiduciary to comply with a controlling
instrument or with the law of the state having jurisdiction of
the fiduciary relationship, including any law requiring the

fiduclary to obtain court approval of the transfer, pledge, or

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

instruction originated by the fiduciary unauthorized for the

purposes of this Article.

Sec. 24. Section 554.8309, Code 1989, is amended to read
as follows:

554.8309 EFFECT OF ENDORSEMENT WITHOUT DELIVERY.

An endorsement of a certificated security, whether special

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

the certificated security on which it appears or, if the

endorsement 1s on a separate document, until delivery of both
the document and the certificated security.
Sec. 25. Sectiocn 554.8310, Code 1989, is amended to read

follews:
554.8310 ENDORSEMENT OF CERTIFICATED SECURITY IN BEARE"
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FORM,
An endorsement of a certificated security in bearer form

may give notice of adverse claims (section 554.8304) but does
not otherwise affect any right to registration the holder may

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

as follows:
554,8311 EFFECT OF UNAUTHORIZED ENDORSEMENT QB

INSTRUCTION.
Unless the owner or pledgee has ratified an unauthorized

endorsement or instruction or is otherwise precluded from

asserting its ineffectiveness:

a. the owner may assert its ineffectiveness against the
issuer or any purchaser other than a purchaser for value and
without notice of adverse claims, who has in good faith
received a new, reissued, or reregistered certificated

security on registration of transfer or received an initial

transaction statement confirming the registration of transfer,

pledge, or release of an equivalent uncertificated security to

the purchaser; and
b. an issuer who registers the transfer of a certificated

security upon the unauthorized endorsement or who registers

the transfer, pledge, or release of an uncertificated securit

upon the unauthorized instruction is subject to liability for

improper registration (section 554.8404).

Sec. 27. Section 554.8312, Code 1989, is amended to read
as follows:

554.8312 EFFECT OF GUARANTEEING SIGNATURE QR ENDORSEMENT
OR INSTRUCTION.

1. Any person guaranteeing a signature of an endcrser of a
certificated security warrants that at the time of signing

a. the signature was genuine; and

b. the signer was an appropriate person to endorse
(secticn 554.8308); and

c. the signer had legal capacity tc sign.
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Bue-the-quarantor-does-not-otherwise-warrant-the-rightfuiness
cE*the—patticn}ar-érénsferr

2. Any person guaranteeing a signature of the originator
of an instruction warrants that at the time of signing:

a. the signature was genuine;

b. the signer was an appropriate person to originate the
instruction (secticn 8-308) if the perscn specified in the
instruction as the registered owner or registered pledgee of
the uncertificated security was, in fact, the registered owner

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

signature guarantor makes no warranty;
¢. the signer had legal capacity to sign; and

d. the taxpayer identification number, if any, appearing

on the instruction as that of the registered owner or

registered pledgee was the taxpayer identification number of
the signer or of the owner or pledgee fcr whom the signer was

acting.
3. Any person specially guaranteeing the signature of the

originator of an instruction makes not only the warranties of

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

the time the instruction is presented to the issuer:

a. the perscn specified in the instruction as the

registered owner or registered pledgee of the uncertificated

security will be the reglstered owner or registered pledgee;

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

security requested in the instruction will be registered by

the issuer free from all liens, security interests,

restrictions, and claims other than those specified in the

instruction.

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

guarantor under subsection 3 does not otherwise warrant the

rightfulness of the particular transfer, pledge, or release.

2 5. Any person may-guarantee guaranteeing an endorsement

of a certificated security and-by-so-doing-warrants-not-cniy
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the-signature-{subsectton-1y makes not only the warranties cf

@ sigrnature guarantor under subsection 1 but also warrants the
rightfulness of the particular transfer in all respects, But
no-issuner-may-regquire-a-guarantee-sf-endorsement-as-a

condition-to-registratron-of-ceansfers
6. Any person guaranteeing an instruction requesting the

transfer, pledge, or release of an uncertificated security
makes not only the warranties of a special signature guarantor
under subsection 3, but also warrants the rightfulness of the

particular transfer, pledge, or release in all respects.

7. No issuer may reguire a special guarantee of signature
{subsection 3), & guarantee of endorsement {subsection 5), or
a gquarantee of instruction (subsection 6) as a condition to

registration of transfer, pledge, or release.
3 8. The foregoing warranties are made to any person

taking or dealing with the security in reliance on the
guarantee and the guarantor is liable to sueh the person for
any loss resulting from breach of the warranties.

Sec. 28. Section 554.8313, Code 19892, is amended to read
as follows:

554.8313 WHEN DEbLIVER¥ TRANSFER TO ¥HE PURCHASER OCCURS: -
--PURCHASERLS-BROKER-AS-HOBBER FINANCIAL INTERMEDIARY AS BONA
FIDE PURCHASER -- "FINANCIAL INTERMEDIARY".

1. BDeiivery Transfer of a security or a limited interest

(including a security interest) therein to a purchaser occurs

when only:
a. at the time the purchaser or a person designated by the

purchaser acquires possession of a certificated security; or

b. at the time the transfer, pledge, or release 0of an

uncertificated security is registered to the purchaser or a

person designated by the purchaser;
B c. at the time the purchaser's breker financial

intermediary acquires possession of a certificated security
speclilally endorsed to or issued in the name of the purchaser:

or
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S.F. H.F.

e d. the-purchaseris-broker at the time a financial

intermediary, not a clearing house, sends the purchaser
confirmation of the purchase and also by book entry or
otherwise identifies s-specific-securrty-in-the-brokerts

possession as belonging to the purchasers-er
i, a specific certificated security in the financial

intermediary’'s possession;

il. a quantity of securities that constitute or are part
of a fungible bulk of certificated securities in the financial
intermediary's possession or of uncertificated securities
registered in the name of the financial intermediary: or

iii, a guantity of securities that constitute or are part
of a fungible bulk of securities shown on the account of the
financial intermediary on the books of another financial

intermediary:

d e, with respect to an identified certificated security
to be delivered while still in the possession of a third
person, whem not a financial intermediary, at the time that
person acknowledges that that person holds for the purchaser;

or
£. with respect to a specific uncertificated security the

pledge or transfer of which has been registered to a third

persen, not a financial intermediary, at the time that person

acknowliedges that that person holds for the purchaser:

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

purchaser or a person designated by the purchaser on the books

of a clearing corporation are made under section 554.8320%;
h., with respect to the transfer of a security interest
where the debtor has signed a security agreement containing a

description of the security, at the time a written
notification, which, in the case of the creation of the

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

copy of the security agreement) o¢r which, in the case of the

release cor assignment of the security interest created

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

i. a fipancial intermediary on whose books the interest of

the transferor in the security appears;
ii. a third person, not a financial intermediary, in

possession of the security, if it is certificated:
iii, a third person, not a financial intermediary, who is

the registered owner of the security, if it is uncertificated

and not subject to a registered pledge; or
iv. a third person, not a financial intermediary., who is

the registered pledgee of the security, if it is
uncertificated and subject to a registered pledge;

i, with respect to the transfer of a security interest
where the transferor has signed a security agreement
containing a description of the security, at the time new

value is given by the secured party; or
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", "¢", "d", or "g", at
the time the transferor has signed a security agreement

containing a description of the security and value is given by

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

purchaser by-the-purchaserts-breker a financial intermediary,

but ¢a-nes-the-heider cannct be a bona fide purchaser of a

security so held except &s in circumstances specified in
subparagraphs-“b%; paragraphs "c", "d"(i), and %ed# "g" of
subsection 1. Where If a security so held is part of a
fungible bulk, as in the circumstances specified in paragraphs
"d"({ii) and "d"({iii) of subsection 1, the purchaser is the

owner of a proportionate property interest in the fungible
bulk.
3. Notice of an adverse claim received by the brokes

finarncial intermediary or by the purchaser after the broeker

financial intermediary takes delivery of a certificated
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security as a holder for value or after the transfer, pledge,
or release of an uncertificated security has been registered
free of the claim to a financial intermediary who has given
value is not effective either as to the broker financial
intermediary or as to the purchaser. However, as between the
broker financial intermediary and the purchaser the purchaser

may demand deiivesy transfer of an equivalent security as to
which no notice of an adverse claim has been received.

4. A "financlal intermediary"” is a bank, broker, c¢learing
corporation or other person (or the nominee of any of them)

which in the ordinary course of its business maintains

security accounts for its customers and is acting in that

capacity. A financial intermediary may have a security

interest in securities held in account for its customer.
Sec. 29. Section 554.8314, Code 1989, is amended to read

as follows:

554.8314 DUTY TO PEBRIVER TRANSFER, WHEN COMPLETED.

1. Unless otherwise agreed where if a sale of a security
s made on an exchange or otherwise through brokers:

a. the selling customer fulfills that customer's duty to
detrver-when transfer at the time that customer:

1. places suwer a certificated security in the possession
of the selling broker or of a perscn designated by the broker:

1i. causes an uncertificated security to be registered in
the name of the selling broker or a person designated by the

broker; eor
11i. if requested, causes an acknowledgment tc be made to
the selling broker that 4¢ a certificated or uncertificated

security is held for that broker; and or
iv. places in the possession of the selling broker or of a

person designated by the broker a transfer instruction for an
uncertificated security, providing the issuer does not refuse

to register the requested transfer if the instruction is

presented to the issuer for registration within thirty days

thereafter; and
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b. the selliing broker, including a correspondent broker
acting for a selling customer, fulfills that broker's duty to
dettver-by-placing-the transfer at the time that broker

i. places a certificated security er-m-*rke-seeurity in

the possession of the buying broker or a person designated by
the buying broker;
ii. causes an uncertificated security to be registered in

the name of the buying broker or a person designatec by the

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

person designated by the buying broker a transfer instruction
for an uncertificated security, providing the issuer dces not

refuse to register the requested transfer if the ins:truction
is presented to the issuer for registration within thirty days

|
thereafter; or |
iv. or-by-effecting effects clearance of the sale in

accordance with the rules of the exchange on which the
transaction took place.

2. Except as otherwrse provided in this section and unless
otherwise agreed, a transferor's duty to deiiver transfer a
security under a contract of purchase is not fulfilled until
the transferor:

a. places the certificated security in form to be

negotiated by the purchaser in the possession of the purchaser
or of a person designated by the purchaser; er
b. at-the-purchaser’=-request causes an uncertificated

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

person designated by the purchaser; or
c. if the purchaser requests, causes an acknowledgment to

be made to the purchaser that ¢+ a certificaced or

uncertificated security is held for the purchaser.
3. Unless made on an exchange, a sale to a broker

purchasing for the breocker's own account is within thzs
subsection 2 and not within subsection 1.
Sec. 30. Section 554.8315, Code 1989, is amended to read
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as follows:

554.8315 ACTION AGAINST PYUREHASER TRANSFEREE BASED UPON
WRONGFUL TRANSFER.

1. Any person against whom the transfer of a security is
wrongful for any reason, including the person's incapacity,
may as against anyone except a bona fide purchaser, may:

a. reclaim possession of the certificated security

wrongfully transferred; eor

b. obtain possession of any new certificated security

evidenctng representing all or part of the same rights; e
¢. compel the origination of an instruction to transfer to

the person or a person designated by that person an
uncertificated security constituting all or part of the same
rights; or

d. have damages.

2. If the transfer is wrongful because of an unauthorized

endorsement of a certificated security, the owner may also

reclaim or obtain possession 0Of the security or a new

certificated security, even from a bona fide purchaser, if the
ineffectiveness of the purported endorsement can be asserted

against the purchaser under the provisions of this Article on
unauthorized endorsements (section 554.8311).
3. The right to obtain or reclaim possession of a

certificated security or to compel the origination of a

transfer instructlion may be specifically enforced and xee the

transfer of a certificated or uncertificated security enjoined

and the a certificated security impounded pending the

litigation.

Sec. 31. Section 554.8316, Code 1989, is amendec¢ to read
as folicws:

554.8316 PURCHASER'S RIGHT TO REQUISITES FOR REGISTRATION
OF TRANSFER, PLEDGE, OR RELEASE ON BOOKS.

Unless otherwise agreed, the transferor must Of a
certificated security or the transferor, pledgor, or pledgee
cf an uncertificated security on due demand must supply the
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transferor's, pledgor's, or pledgee's purchaser with any proof
of the transferor's authority to transfer, pledge, or release

or with any other requisite which-mey-be necessary to obtain
registration of the transfer, pledge, or release of the
security; but if the transfer, pledge, or release is not for
value, a transferor, pledqgor, or pledgee need not do so unless

the purchaser furnishes the necessary expenses. Failure
within a reasonable time to comply with a demand made-within-a
reasenabte-time gives the purchaser the right to reject or
rescind the transfer, pledge, or release.

Sec., 32. Section 554.8317, Code 1989, is amended toc read

as follows:

554.8317 ATPACHMENP-OR-BEVY-UPON-SECHRI¥¥ CREDITORS'
RIGHTS.

1. Neo Subject to the exceptions in subsections 3 and 4, no
attachment or levy upon a certificated security or any share
or other interest evidenced represented thereby which is
outstanding sheii-be is valid until the security is actually
seized by the officer making the attachment or levy, but a
certificated security which has been surrendered to the issuer

may be attached-or-ievied-upon-at-the-scuree 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.
3. The interest of a debtor in a certificated security

that 1s in the possession of a secured party not a financial

intermediary or in an uncertificated security registered in

the name of a secured party not a financial intermediary (or
in the name of a nominee of the secured party) may be reached
by a creditor by legal process upon the secured party.

4. The interest of a debtor in a certificated security

that is in the possession of or registered in the name of a
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financial intermediary or in an uncertificated security
registered in the hame of a financial intermediary may be
reached by a creditor by legal process upon the financial
intermediary on whose books the interest of the debtor
appears.

5. Unless otherwise provided by law, a creditor's lien
upon the interest of a debtor in a security obtained pursuant

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

security, free of the lien, to a third party for new value;
but in the event of a transfer, the lien applies to the
proceeds of the transfer in the hands of the secured party or
financial intermediary, subject to any claims having priority.
2 6. A creditor whose debtor is the owner of a security
shati-be is entitled to suech aid from courts of appropriate

jurisdiction, by injunction or otherwise, in reaching suer the

security or in satisfying the claim by means thereeof-as-is
allowed at law or in equity in regaré to property which that
cannot readily be attached-or-tevied-upor reached by ordinary
legal process.

Sec. 33. Section 554.8318, Code 1989, is amended to read
as follows:

554.8318 NO CONVERSION BY GOOD FAITH BELTIVERY CONDUCT.

An agent or bailee who in goed faith (inc¢luding observance
of reasonable commercial standards if the agent or bailee is
in the business of buying, selling or otherwise dealing with
securities) has received certificated securitlies and sold,
pledged, or delivered them or has sold or caused the transfer

or pledge of uncertificated securities over which the agent or

bailee had control according to the instructions of the
agent's or bailee's principal, is not liable for conversion or

for participation in breach of fiduciary duty although the
principal had no right to-dispose-of-tmem so to deal with the

securities.
Sec. 34. Section 554.8319, Code 1989, is amended Lo read

as follows:
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554.8319% STATUTE OF FRAUDS.

A contract for the sale of securities is not enforceable by
way of action or defense unless:

a. there is some writing signed by the party against whom
enforcement is sought or by that party's authorized agent or
broker sufficient to indicate that a contract has been made
for sale of a stated quantity of described securities at a
defined or stated price; or

b, delivery ¢of #he a certificated security or transfer
instruction has been accepted or transfer of an uncertificated

security has been registered and the transferee has failed to

send written objection to the issuer within ten days after

receipt of the initial transaction statement confirming the

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

enforceable under thls provision only to the extent of sueh
the delivery or payment; or

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
written obijection to its contents within ten days after its
receipt; or

d. the party against whom enforcement is sought admits in
that party's pleading, testimeony, or otherwise in court that a
contract was made for the sale of a stated quantity of
described securities at a defined or stated price.

Sec. 35. Section 554.8320, Code 1989, is amended to read
as follows:

554.8320 TRANSFER OR PLEDGE WITHIN A& CENTRAL DEPQOSITORY
SYSTEM.

1. Zf-p-seeurtty In addition to other methods, a transfer,

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

be effected by the making cof appropriate entries cn the bcoks

of a clearing corporation reducing the account of the

transferor, pledgor, or pledgee and increasing the account of
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the transferee, pledgee, or pledgor by the amount of the .
obligation, or the number of shares or rights transferred,

pledged, or released, if the security is shown on the account

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

¢clearing corporation; is subject to the control of the

clearing corporation; and

a. 1if certificated,

i. is in the custody of a the clearing corporation,
another clearing corporation, ee-ef a custodian bank or a
nominee of etther-subdect-to-the-instronetions-of-the-crtearing
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esrpecsation any of them; and
B ii. 1is in bearer form or endorsed in blank by an

—
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appropriate person Or registered in the name of the clearing
corporation, er a custodian bank, or a nominee of exther any

o
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of them; and or

b. if uncertificated, is registered in the name of the
clearing corporation, another clearing corporation, a .
custodian bank, or a nominee of any of them; '
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2. Under this section entries may be made with respect to
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like securities or interests therein as a part of a fungible
bulk and may refer merely to a quantity of a particular
security without reference to the name of the registered
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owner, certificate or bond number, or the like, and, in
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appropriate cases, may be on a net basis taking into account
other transfers, eor pledges,or releases of the same security. .
3. A transfer er-pitedge under this secticn has-the-eéfecs
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ef-a-detivery-of-a-securtty-in-bearer-form-or-duly-endersed-in
biank-fsection~554%Béeif-representing-the—amount—of-the
obirgatton-er-the-number-of-shares-er-righta-transferred-or
ptedged is effective (section 554.8313) and the purchaser

acguires 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-making-of-entries-has-the-effect-of
9 a-taking-of-detivery-by-the-piedgee-or-a-secured-party

10 tsections-554-9304-2nd-554-9365% 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 is-a-hoider may be a
14 bona fide purchaser (section 554.8302).

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

16 econstseure a registration of transfer under Part 4 ef-this

W ~ o\ bW N

“. 17 Articte,

. 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 aer 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 2. A security interest so transferred pursuant to

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

31 traneferee 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 pecomes unperfected after twenty-one days unless, within that
. 35 time, the requirements for transfer under any other provision
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of section 554.8313, subsection 1 are satisfied.

3. A security interest in a security is subject to the
provisions of Article 9, but:

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

b. no written security agreement signed by the debtor 1is
necessary to make the security interest enforceable, except as
otherwise provided in paragraph "h", "i", or "Jj" of sectiocn
554.8313, subsection 1. The secured party has the rights and
duties provided under section 554.9207, to the extent they are
applicable, whether or not the security 1s certificated, and,
1f certificated, whether or not it is in the secured party's
possession.

4. Unless otherwise agreed, a security interest in a
security is terminated by transfer to the debtor or a person
designated by the debtor pursuant to a provision of section
554.8313, subsection 1. If a security is thus transferred,
the security interest, if not terminated, becomes unperfected
unless the security is certificated and is delivered to the
debtor for the purpcse of ultimate sale or exchange or
presentation, collection, renewal, or registration of
transfer. In that case, the security interest becomes
unperfected twenty-one days unless, within that time, the
security (or securities for which it has been exchanged) is
transferred to the secured party or a person designated by the
secured party pursuant toc a provision of section 554.8313,
subsection 1.

Sec. 37. Section 554.8401, Code 1989, is amended to read
as follows:

554.8401 DUTY OF ISSUER TO REGISTER TRANSFER, PLEDGE, OR
RELEASE.

1. Where If g certificated security in registered form is

presented to the issuer with a request to register transfers
Or _an instruction is presented to the issuer with a reguest to

register transfer, pledge, or release the issuer is-under-g
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duty-#s shall register the transfer, pledge, or release as

requested if:

a. the security is endorsed or the instruction was
originated by the appropriate person or persons (section
5542.8308); and

b. reasonable assurance is given that those endorsements

or_instructions are genuine and effective (section 554.8402);

and

¢. the issuer has no duty ee-inquise-inte as to adverse
claims or has discharged any-suaech the duty (section 554.8403);
and

d. any applicable law relating to the collection of taxes
has been complied with; and

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

is to a bona fide purchaser.

2. Where If an issuer 1is under a duty to register a
transfer, pledge, or release of a security, the issuer is also
liable to the person presenting ¢ a certificated security or
an instruction for registration or that person's principal for
loss resulting from any unreasonable delay in registration or
from failure or refusal to register the transfer, pledge, or

release.

Sec., 38. Section 554.8402, Code 1989, is amended to read
as fcllows:

554.8402 ASSURANCE THAT ENDORSEMENTS AND INSTRUCTIONS ARE
EFFECTIVE,

l. The issuer may require the following assurance that

each necessary endcrsement of a certificated security or each
instruction (section 554.8308) is genuine and effective:

a. in all cases, a guarantee of the signature (subseetion
t-of# section 554.8312, subsection 1 or 2) of the person
endorsing a certificated security or oricginating an

instruction including, in the case of an instruction, a

warranty of the taxpayer identification number or, in the

absence thereof, other reasonable assurance cf identity; andg
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b. where if the endorsement is made or the instruction 1ig

originated by an agent, appropriate assurance of authority to
sign;
c. where if the endorsement is made or the instruction is

originated by a fiduciary, appropriate evidence of appointment

or incumbency:;
d. where if there is more than one fiduciary, reasonable

assurance that all who are reguired to sign have done so; and
e. where if the endorsement is made or the instruction is

originated 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 signature"” in subsection 1 means a
guarantee signed by or on behalf of a person reasonably
believed by the issuer to be responsible. The issuer may
adopt standards with respect to responsibility previded-such
standards if they are not manifestly unreasonable.

3. "appropriate evidence of appointment or incumbency” in
subsection 1 means

a. in the case of a fiduciary appointed or gualified by a
court, a certificate issued by or under the direction or
supervision of that court or an cofficer of that court and
dated within one hundred eighty days before the date of
presentation for transfer, piedge, ¢or release; or

b. 1in any other case, a copy of a document showing the
appointment or a certificate issued by or on behalf of a

person reasonably believed by the issuer to be responsible or,
in the absence of sueh-a that document or certificate, cther
evidence reasonably deemed by the issuer to be appropriate.
The issuer may adopt standards with respect to auch the
evidence provided-such-~standards if they are not manifestly
unreasonable. The issuer is not charged with notice cf the
contents of any document obtained pursuant to this paragraph
"b" except to the extent that the contents relate directly to

the appointment or incumbency.
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4. The issuer may elect to reguire reasonable assurance

beyond that specifiea in this section, but if it does so and,

for a purpose other than that specified in subsection 3 "b",
both requires and obtains a copy of a will, trust, indenture,
articles of copartnership, bylaws, or other controlling
instrument, it is charged with notice of all matters contained
therein affecting the transfer, pledge, or release.

Sec. 39. Section 554.8403, Code 1989, is amended to read
as follows:

554.8403 E©IMIYED-DUYY¥-8P-INQUEIRY ISSUER'S DUTY AS TO
ADVERSE CLAIMS.

1. An issuer to whom a certificated security is presented

for registration is-under-e-duty-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-affordes 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,
and the issue of which the security is a part, and provides an
address for communications directed to the claimant; or

b. the issuer i1s charged with notice of an adverse claim
from & controlling instrument whieh it has elected to require
under subseet:on-4-of section 554.8402, subsection 4.

2. The issuer may discharge any duty of inquiry by any
reasonable means, including notifying an adverse claimant by
registered or certified mail at the address furnished by the
adverse claimant or if there be no such address at the adverse
claimant's residence or regular place of business that the
certificated security has been presented for registration cf

transfer by a named person, and that the transfer will be
registered unless within thirty days from the date of mailing
the notificaticn, either:

a. an appropriate restraining order, injunction or other

process issues from a court of competent jurisdiction; or

-40-



[+ IS N - LTV O N S O

b. there is filed with the issuer an indemnity bond,
sufficient in the issuer's judgment to protect the issuer and

any transfer agent, registrar, or other agent of the issuer
involveds from any loss which it or they may suffer by
complying with the adverse claim rs-£fiied-with-the-iasuer.
3. Unless an issuer is charged with notice of an adverse
claim from a controlling instrument which it has elected to
require under subsection-4-ef section 554.8402, subsection 4

or receives notification of an adverse claim under subsection

1 of-this-section, where if a certificated security presented

for registration is endorsed by the appropriate person or
persons the issuer is under no duty to inquire into adverse

claims. In particular:
a. an issuer registering a certificated security in the

name of a person who is a fiduciary or who is described as a
fiduciary is not bound to inquire into the existence, extent,
or correct description of the fiduciary relationship; 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 issuer registering transfer on an endorsement by a
fiduciary is not bound to ingquire whether the transfer is made
in compliance with a controlling instrument or with the law of
the state having jurisdiction of the fiduciary relationship,
including any law requiring the fiduciary to obtain court
approval of the transfer; and

c. the issuer is not charged with notice of the contents
of any court record or file or other recorded or unrecorded
document even though the deocument is in its possession and
even though the transfer is made con the endorsement of a
fiduciary to the same fiduciary or to the fiduciary's nominee.

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

respect to an uncertificated security except:

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

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

reasonable opportunity to act on it in accordance with the

requirements of subsection 5;

b. claims of which the user has received a written
notification from the registered owner or the registered
pledgee if the notification was received at a time and in a
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 injitial transaction statement sent to the issuer; and

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

[+ RN B« N ) B - Y N I

15 from a controlling instrument it has elected to reguire under
16 section 554.8402, subsection 4.
/.' 17 5. If the issuer of an uncertificated security is under a
v 18 duty as to an adverse claim, the issuer discharges that duty
19 by:
20 a. including a notation of the claim in any statements
21 sent with respect tc 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 or 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 subsegqguent 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 lssuer has no duty as to that claim if
t 35 transfer of the security is requested by the registered
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pledgee or an appropriate person acting for the registered

pledgee uniess:
a. the claim was embodied in legal process which expressly

provides otherwise;
b. the claim was asserted in a written notification from

the registered pledgee:

c. the claim was one as to which the issuer was charged
with notice from a controlling instrument it required under
section 554.8402, subsection 4 in connection with the

pledgee's reguest for transfer: or
d. the transfer requested is to the registered owner.
Sec. 40. Section 554.8404, Code 1989, is amended to reac

as folleows:
554.8404 LIABILITY AND NONLIABILITY FOR REGISTRATION.

1. Except as otherwise provided in any law relating to the
collection of taxes, the issuer is not liable to the owner,
pledgee, or any other person suffering loss as a result of the
registration of a transfer, pledge, or release of a security
if:

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

necessary endorsements or the issuer had received an
instruction originated by an appropriate person {secticn
554.8308); and
b. the issuer had no duty to-inquire-inte as to adverse
claims or has discharged eny-sueh the duty (section 554.8403).
2, Where If an issuer has registered a transfer of a

certificated security to a person not entitled to it, the
ilssuer on demand must shall deliver a like security to the

true owner unless:

a. the registration was pursuant to subsection 1l; es

b. <the owner is precluded from asserting any claim for
registering the transfer under subsectien-i-ef-the-folieowing
secticn 554.8405, subsection 1l:; or

¢. such the delivery would result in overissue, in which

case the i1ssuer's liability is governed by section 554.8104.
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3. If an issuer has improperly registered a transfer,

pledge, or release 'of an uncertificated security, the issuer
on demand from the injured party shall restore the records as
to the injured party to the condition that would have obtained

if the improper registration had not been made unless:
a. the registration was pursuant to subsection 1; or

b. the registration would result in overissue, in which

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

Sec. 41. Section 554.8405, Code 1989, is amended to read
as follows:

554.8405 LOST. DESTROYED, AND STOLEN CERTIFICATED
SECURITIES.

1. vWhere If a certificated security has been lost,
apparently destroyed, or wrongfully taken, 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 receiving sueh-a& notification,
the owner is precluded from asserting agalnst the issuer any
claim for registering the transfer under the-preceding section
554.8404 or any claim to a new security under this section.

2. Where If the owner of a security claims that the a
certificated security has been lost, destroyed, or wrongfully
taken, the issuer must shall issue a new certificated security

or, at the option of the issuyer, an equivalent uncertificated

securlty in place of the original security if the owner:

a. so requests before the issuer has notice that the
security has been acquired by a bona fide purchaser; and

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

¢. satisfies any other reasonable requirements imposed by
the issuer.

3. T1f, after the issue ¢f the a new certificated or

uncertificated security, a bona fide purchaser of the original

certificated security presents it for registration of
transfer, the issuer must shall register the transfer unless

registration would result in overissue, in which event the
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issuer's liability is governed by section 554.8104. 1In
addition to any rights on the indemnity bond, the issuer may
recover the new certificated security from the person to whom

it was issued or any person taking under the person to whom it
was issued except a bona fide purchaser or may cancel the
uncertificated security unless a bona fide purchaser or any
person taking under a bona fide purchaser is then the

registered owner or registered pledgee thereof.
Sec. 42. Section 554.8406, Code 1989, is amended to read

as follows:
554.8406 DUTY OF AUTHENTICATING TRUSTEE, TRANSFER AGENT OR

REGISTRAR.

1. wWhere If a person acts as authenticating trustee,
transfer agent, registrar, or other agent for an issuer in the
registration of transfers of its certificated securities or 1in
the registration of transfers, pledges, and releases of its

uncertificated securities, in the issue of new securities, or

in the cancellation of surrendered securities:

a. that person is under a2 duty to the issuer to exercise
good faith and due diligence in performing that person's
functions; and

b. that-person-has with regard to the particular functions
that person performs, that person has the same obligation to
the holder or owner of the a certificated security or to the
owner or pledgee of an uncertificated security andé has the

same rights and priviieges as the issuer has in regard to
those functions.,

2. Notice to an authenticating trustee, transfer agen:z,
reglstrar or other sueh agent is notice to the Lssuer with
respect to the functions performed by the agent.

Sec. 43. NEW SECTIQON. 554.8407 EXCHANGEABILITY OF
SECURITIES.

! No issuer is subject to the requirements of this

-

section unless it regularly maintains a system for issuing the

class of securities involved under which beth certificated and
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uncertificated securities are regularly 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 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 1ssue 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
UNCERTIFICATED 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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number of the new registered owner and, if the security has
been transferred subject to a registered pledge, the name and
address and any taxpayer identification number of the
registered pledgee;

d. a notation of any liens and restrictions of the issuer
and any adverse claims (as to which the issuer has a duty
under section 554.8103, subsection 1) to which the
uncertificated security is or may be subject at the time of
registration or a statement that there are none of those
liens, restrictions, or adverse claims; and

e. the date the transfer was registered.

2. Within two business days after the pledge of an
uncertificated security has been registered, the issuer shall
send to the registered owner and 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 pledged:

c. the name and address and any taxpayer identification
number of the registered owner and the registered pledgee;

d. a notation of 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 is or may be subject at the time of
registration or a statement that there are none of those
liens, restrictions, or adverse claims; and

e. the date the pledge was registered.

3. Within two business days after the release from 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 containing:

a. a description of the issue of which the uncertificated
securlty 1ls a part:

b. the number of shares or units released from pledge;

¢. the name and address and any taxpayer identification
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number of the registered owner and the pledgee whose interest
was released;

d. a notation of 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 is or may be subject at the time of
registration or a statement that there are none of those
liens, restrictions, or adverse claims; and

e. the date the release was registered.

4. An "initial transaction statement” is the statement
sent to:

a. the new registered owner and, if applicable, to the
registered pledgee pursuant to subsection 1;

b, the registered pledgee pursuant to subsection 2; or

¢. the registered owner pursuant to subsection 3. Each
initial transaction statement shall be signed by or on behalf
of the issuer and must be identified as "initial transaction
statement”™.

5. Within two business days after the transfer of an
uncertificated security has been registered, the issuer shall
send to the former registered owner and the former registered
pledgee, if any, 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
number of the former registered owner and ¢f any former
registered pledgee; and

d. the date the transfer was registered.

%. At periodic intervals no less frequent than annually
and at any time upon the reasonable written reqguest 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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security is a part;

b. the name and address and any taxpayer identification
number of the registered owner;

¢. the number of shares or units of the uncertificated
security registered in the name of the registered owner on the
date of the statement:

d. the name and address and any taxpayer identification
number of any registered pledgee and the number of shares or
units subject to the pledge; 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 section 554.8403, subsection 4) to which the
uncertificated security is or may be subject or a statement
that there are none of those liens, restrictions, or adverse
claims.

7. At periodic intervals no less frequent than annually
and at any time upon the reasonable written request of the
registered 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 which the uncertificated
security is a part;

b. the name and address and any taxpayer identification
number ©of the registered owner;

c. the name and address and any taxpayer identification
number of the registered pledgee;

d. the number of shares or units subject to the pledge;
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 section 554.8403, subsection 4) to which the
uncertificated security is or may be subject or a statement
that there are none of those liens, restrictions, or adverse
claims.

8. If the issuer sends the statements described in
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subsections 6 and 7 at periodic intervals no less freguent
than quarterly, the issuer is not obliged to send additional

statements upon reguest unless the owner or pledgee requesting
them pays to the issuer the reasonable cost of furnishing

them.

8. Each statement sent pursuant to this section must bear
a congpicuous legend reading substantially as follows: "This
statement is merely a record of the rights of the addressee as
of the time of its issuance. Delivery of this statement, of
itself, confers no rights on the recipient. This statement is

neither a negotiable instrument nor a security."”

Sec. 45. Section 554.9103, subsection 3, paragraph a, Code
1989, 1is amended to read as follows:

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
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
subsection 2.

Sec. 46. Section 554.9103, Code 1989, is amended by adding
the fellowing new subsection:

NEW SUBSECTION. 6, UNCERTIFICATED SECURITIES. The law
(including the conflict of laws rules) of the jurisdiction of
organization of the issuer governs the perfection and the

effect of perfection or nonperfection of a security interest
in uncertificated securities,

Sec. 47. Section 554.9105, subsection 1, paragraph i, Code
1989, is amended to read as follows:

i. "Instrument" means a negotiable instrument (defined in
section 554.3104), or a certificated security (defined in
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section 554.8102) or any other writing which evidences a right
to the payment of money and is not itself a security agreement
or lease and is of a type which is in ordinary course of
business transferred by delivery with any necessary
endorsement or assignment;

Sec. 48, Section 554.,9203, subsection 1, Code 1989, is
amended to read as follows:

1. Subject to the provisions of section 554.4208 on the
security interest of a collecting bank,section 554.8321 on

security interests in securities and section 554.9113 on a

security interest arising under the Article on Sales, a
security interest is not enforceable against the debtor or
third parties with respect to the collateral and does not
attach unless:

a. the collateral is in the possession of the secured
party pursuant to agreement, or the debtor has signed a
security agreement which contains a description of the
collateral and in addition, when the security interest covers
Crops growing or to be grown or timber to be cut, a
description of the land concerned; and

b. wvalue has been given; and

€. the debtor has rights in the collateral.

Sec. 49. Section 554.,9302, subsection 1, paragraph f, Code
1989, is amended to read as follows:

f. a security interest of a collecting bank (section
554.4208) or in securities (section 554.8321) or arising undcer

the Article on Sales (see section 5%54,9113) or covered in

subsection 3 of this section;

Sec. S0. Section 554.9304, subsectiocns 1, 4, and 5, Code
1989, are amended to read as follows:

l. A security interest in chattel paper or negotiable
documents may be perfected by filing., A security interest in
money or instruments (other than certificated securities or
instruments which constitute part of chattel paper) can be
perfected only by the secured party's taking peossession,
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except as provided in subsections 4 and 5 of this section and
section 554.9306, subsections 2 and 3, on proceeds.

4. A security interest in instruments {other than
certificated securities) or negotiable documents is perfected
without £iling 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,

5. A security interest remains perfected for a period of
twenty-one days without filing where a secured party having a
perfected security interest irn an instrument (other than
certificated securities), a negotiable document or goods in

possession of a bailee other than one who has issued a

negotiable document therefor

a. makes available to the debtor the goods or documents
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

b. delivers the instrument to the debtor for the purpose
of ultimate sale or exchange or of presentation, collection,
renewal, or registration of transfer.

Sec. 51. Section 554.9305, Code 1989, is amended to read
as follows:

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 the collateral. If such
collateral other than gocds covered by a negotiable document
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is held by a bailee, the secured party is deemed to have
possession from the time the bailee receives notification of
the secured party's interest. A security interest is
perfected by possession from the time possession is taken
without relation back and continues only so lcong as possession
is retalned, unless otherwise specified in this Article. The
security interest may be otherwise perfected as provided in
this Article before or after the period of possession by the

secured party.
Sec. 52, Section 554.9309, Code 1989, is amended to read

follows:
554.9309 PROTECTION OF PURCHASERS OF INSTRUMENTS AND

DOCUMENTS AND SECURITIES.
Nothing in this Article limits the rights of a holder in

due course of a negotiable instrument (section 554.3302) or
holder to whom a negotiable document of title has been duly
negotiated {section 554.7501) or a bona fide purchaser of a
security (section 554:836% 554.8302) and such nolders 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. 53. Section 554.9312, subsection 7, Code 1989, 1is
amended to read as follows:

7. If future advances are made while a security interest
is perfected by filing, or the taking of possession, or under
section 554.8321 on securities, the security interest has the

-

same priority for the purposes of subsection 5 with respect to

the future advances as it does with respect to the first
advance. If a commitment is made before or while the security
interest is so perfected, the security interest has the same
priority with respect to advances made pursuant thereto. 1In
other cases a perfected security interest has pricrity frem
the date the advance is made.

Sec. 54. Section 554.1201, subsections 5, 14, and 20, Code
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1989, are amended to read as follows:
5. "Bearer" means the person in possession of an
instrument, document of title, or certificated security

payable to bearer or endorsed in blank.
14. "Delivery" with respect to instruments, documents of
title, chattel paper, or certificated securities means

voluntary transfer of possession.

20. "Holder" means a person who is in possession of a
document of title or an instrument or am 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, subsecticon 2, Code 1989, is
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
is forged or fraudulent or there is fraud in the transaction:

a. the issuer must honor the draft or demand for payment
if honor is demanded by a negotiating bank eof or other holder
of the draft or demand which has taken the draft or demand
under the credit and under circumstances which would make it a
holder in due course (section 554.3302) and in an appropriate
case would make it a person to whom a document of title has
been duly negotiated (section 554.7502) or a bona fide
purchaser of a certificated security (section 554.8302); and

b, 1in 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.
EXPLANATION
This bill adopts amendments to Article 8, the uniform
commercial code - investment securities chapter, recommended
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by the national conference of commissioners on uniform state
laws in 1977. The scope of the title is brcadened by the
amendments to include both securities which are "reified",
i.e., represented by certificates or other instruments, and
those which are not. Reified securities are termed
"certificated securities" and constitute the entire subject
matter of Article 8 as currently in the Code. The latter
group are termed "uncertificated securities" and are not now
expressly covered by the uniform commercial code. The revised
Article 8 governs the relationships, rights, and duties of the
issuers of and the parties that deal with both certificated
and uncertificated securities to the same extent that present
Article 8 governs such relationships, rights, and duties with
respect to certificated securities alone.

The Article does not purport to determine whether a
particular issue of securities should be represented by
certificates, in whole or in part. It is ccntemplated by the
commissioners who drafted the revisions to Article 8 that the
determination of form will be made by the issuer under
appropriate state Blue Sky Laws or federal law. It is further
contemplated that a particular issue of securities may be
partly certificated and partly uncertificated, in which event
the determination will be at the option of the owner to the
extent that the issuer permits.

The basic form of the Article has not been disturbed. Only
four new sections are included: 554.8108; 554.8321; 554.8407;
and 554.8408.

Conforming amendments are also made to Articies 1, 5, and
9.

LSB 2500S8C 73
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SENATE FILE 47%

AN ACT
RELATING TO ARTICLE 8 OF THE UNIFORM COMMERCIAL CODE, BY
INCLUDING BOTH CERTIFICATED AND URCERTIFICATED SECURITIES
WITHIN THE SCOPE COP ARTICLE 8, AND BY MAKING CONFORMING
AMENDMENTS TO ARTICLES 1, 5, AND 9.

BE 17 ENACTED BY THE GEMERAL ASSEMBLY OF THE STATE OF ICWA:

Section 1. Section 554.8102, Code 1589, is awended to read
as follows:

554.8102 OEPINITIONS AND INDEX OF DEFINITIONS.

1, In this Article, unleas the context otherwise requlres

ar--A-Ygecurity’-is-sn-tnastroment-which

tr--ta-tssued-tn-bearer-or-regiatered-formr-and

tév--ks-of-a-type-commonity-deanit-in-upon-securities
exchanges-ar-markets-or-comaoniy-recognized-tn-any-asrea-tn
which-it-4n-tssded-or-dente-tn-as-a-pedivm-for-investments-and

tttr--ta-eithec-one-of-a-clasn-or-series-or-by-its-terma-is
divisible-into-a-class-or-secies-of-tastroments;-and

tvi--evidences-a-sharer-particépation-or-other-tnterest-in
property-or-in-an-enterpriss-or-evidencea-on-obtigation-of-the
tasuers

a. A “"certifled security” ias & share, participation, or

other interest in property of or an entetprise of the issuer

or _an obligation of the issuer which ls

i, vrepresented by an instrument issued in bearer or

regiatered form;

il, of a type commonly dealt in on securitles exchanges or

markets or commonly recognized 1n any area in which it is

issued or dealt In as a medium for Investment; and

1ii. elther one of a class or seriens or by its terms

divisible into a class or series of shares, participations,

interests, or obligations,

Senate Pile 475, p. 2

b. An "uncertificated gecurlty” is a share, participation,
or other interest in property or an enterprise of the issuer

or an obligation of the issuer which is
1. not represented by an instrument and the tranafer of

which is registered upon books maintained for that purpose by

or_on behalf of the isauver;

ii. of a type commonly dealt in on securities_exchanges or
markets; and

i1ii. elither one of a class or series or by its terns
divislble Into a class or serles of ahares, participations,
interests, or obligationa,

b ¢c. A "securlty” is either a certificated cr an
uncertificated security. If a security is certificated, the
terms “"security” and "certified security” may mean elther the
intanglible interest, the inatrument representing that
interest, ocr both, as the context vequires. A writing which
that 1s a certificated security s governed by this Article

and not by uniforn-commercial-coede----commerciai-paper Article
3 even though it alsoc meets the requirements of that Article.
This Artlcle does not apply to money. IE a certificated
security has been retained by or surrendered Lo the issuer or

transfer, other temporary purpose, payment, exchange, or

acquisition by the issuer, that security sball be treated as
an uncertificated security for purposes of this Acticle.

e d. A certificated secutity ia in "registered form" when
if:

i. it specifies a person entitled to the security ot to
the rights it evidences represents, and when

li. its transfer may be registered upon books maintained
for that purpose by or on behalf of am the isauer, or the
security so states.

d e. A certificated security is in “"bearer forn" when if
it rung to bearer according to its terms and not by reason of

any endorsement .
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2. A "subsequent purchaser” is a person who takes othev
than by original isaue.

3. A "clearing corporation® is a corporation registered as
a "clearing agency" as under fedecral securities laws or a

corporations

a.
whieh is held by or for one or more perscnay-other-than
individuats, organizations, none of which, other than a

national securities exchange ot assgsociation, holds ln excess
of twenty peccent of the capital stock of the corporation,

each of whem which is

i. &s subject to supervision or regulation pursuant to the
proviasions of federal or state banking laws or state insurance
laws, or

1i. i3 a btoker or dealer or investment company reqistered
under the Securities-Bxchange-Act-of-31934-td46-Btarc-08kr-15
B:818:-98a-et—neQVi-or-tha—!nvesbuent—Eempany-Act-eE-iBCe—t50
Gratc-7891-15-Us9-€7-86a-1-et-seqry fedaral securities laws,

or

iii. #s a national securities exchange oc agsociation
registered under a-statute-ocf-the-Untted-States-such-as-the
Securitiea-Exchange-Ack-of-1934 the federal securities laws,

and none-of-whomy-other-than-a-national-secarities-axchange-or
aspoctationy-hoids-in-ercess-of-twenty-percent-of-the-capital
steck-oé-such-corparations-and

b, Any temaining capital stock of which is held by
indlviduals who have purchased such-capitai-etock 1t at or
prior to the time of their taking office as directors of such
the corporation and who have purchased only so much of such
capital atock as may-bs ls necessary to permit them to qualify
as sach directota,

4. A “custodian bank“ is any a bapk or trust company which
that is supervised and examined by state or federal authority
having supervision over banks and which is acting as custodian
for a clearing corporation,
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5. Other deflnitions applying to this Article or to
gpecified Parts thereof and the sections In which they appeac
are:

"Adverse claim". Section S$547836% 554.8302.

*pona fide purchaser”. Section 554.8302.

“Broker™, Sectlion 554.81303.

"Debtor”. Section 554.9105.

“Fipancial Intermediary". Section 554.8313,

“Guarantee of the

slgnature”. Section 554.8402.

*Initia) transaction

statement”, Section 554.8408.

"Instruction”, Section 5%4,8308,

“Intermediary bank". Section 554.4105.

"Issuer”. gection 554.8201.

“Overissue”. Section 554.8104,

"Secured party”. Section 554.9105.

"Security agreement®, sectlon 554.9105.

6. In addition Article ) contains general definitions and
principles of construction and interpreration applicable
throughout this Article.

Sec. 2. Sectlon 554.8103, Code 1989, is amended to read as
follows:

554.8103 I1SSUER'S LIEN.

A lien upon a security ln favor of an issuer thereof is

valid againat a purchaser only if:
a. the security is certificated and the rlght of the
issuer to such the lien 13 noted conapicuously on-the-security

b. the security is uncertificated and a notation of the

cight of the jssuer to the lien is contained in the initial

transaction statement sent to the purchaser of, if the

purchaser’'s interest is transferred to the purchaser other

than by tegistration of transfer, pledge, or release, the

initial transaction statement sent to the reqistered owner

the tegistered pledgee.
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Sec, 3, Section 554.8104, Code 1989, is amended to read as
follows:

54,8104 EFFECT OF OVERISSUE -- "OVERISSUE."

1. The provisions of thia Article which validate a
securlty or compel its issue or reissue do not apply to the
extent that validation, issue or reissue would result in
overiessue; but L€

a. #Ff an identlcal aecurlty'whlch does not copstitute an
overissue le reascnably available for purchase, the person
entitled to lssue or validation may compel the i{ssuer to
purchase and-deléver-sseh-a the securlty to for that peraon
and either to deliver a certificated security or to reglater
the tranafer of an uncertificated security to that person
againat surrender of the any certificated mecurityr-if-anyy
whieh that person holds; or

b, +£ a securlty i{s not so available for purchase, the
person entitled to issuve or validation may recover from the
issuer the price that pecraon or the last purchaser for value
paid for it with interest from the date of that person‘s

demand.

2, "™Overlasue" means the issue of securitles in excess of
the amount which the lssuat has corporate power to issue.

Sec. 4. Section 554,8105, Code 1589, la amended to read as
Ecllows:

§54,8105 CBRTIFICATED SECURITIES NEGOTIABLE -- STATEMENTS
AND INSTRUCTIONS NOT HEGOTIABLE -- PRESUMPTIONS.

I. Becurieies Certificated securities governed by this
Article are negotiable instruments,

2, Statements [section 554.8408), notices, or the llke,
sent by the lssuer of uncertificated securities and
instzuctions (section 554.8308) are nelther negotlable

2 3. In any acticon on a security:
a. unlesas specifically denied in the pleadings, each
signature on the a certificated security sr, in a necesasary
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endorsement, on an initial transaction statement, or on an

b, when if the effectiveness of a signature is put in
issue; the burden of establishing it ls on the party claiming
under the signature, but the signature {8 presuced to be

genuine or authorlzed:

c. when (f signatures on a certiflcated security are
admicted or established, producticn of the instrument security
entltles a holder to recover on it unless the defendant
eatablishea a defense or a defect going to the valldity of the
gecurlty; and

d, ifF signatures on an initial transaction statement are
admitted or eatablished, the facta stated in the statement are
presumed to be true ap of the time of its issuance; and

d e, after it i3 shown that a defense or defect exists,
the plaintiff has the burden of establishing that the
plaintl€f or some person under whom the plaintiff clalms is a
perscn againat whom the defense or defect Iis ineftfectlve
{aection 554.8202).

Sec. 5. Section 554.0106, Code 1989, ia amended to read as
follows:

554.8106 APPLICABILITY.

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

?he the validity of a security, the effectiveness of
regigtration by the issuer, and the rights and duties of the
issuer with respect to:

4. reglstration of transfer of & certificated securlty;

are-governed-by-the-tav-tinctoding-the-confisect-of-tawas-ruteal
of-the-jurisdiction-of-organization-of-the-isanerr
b. registration of transfer, pledge, or release of an

uncertiticated security: and
¢. _sending of statements of uncertificated securities,
Sec. 6, Section 5%4.8107, Code 1989, is amended to read as
tollows:
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554.8107
PRICE.

1. Unless otherwise agreed and subject to any applicable
law or regulation respecting short sales, a person cbligated
to deiiver transfer securities may deliver tra
certificated security of the specified isgue in bearer form or
regiatered In the name of the tranaferee, or endorved to the
transferee, or in blank, or the tranaferor may transfer an
equivalent uncertiticated security to the transferee or a

person designated by the transferee.
2. When If the buyer faila to pay the price as it comes

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

of:

a. of certificated securities accepted by the buyer; and
b, uncertificated securities that have been transferred to

the buyer or a person desigpated by the buyer; and
b c. of other securities if efforta at thelr resale would

be unduly burdensome or if there is no readily avalilable
market for their resale. )

Sec. 7. HNEW SECTION, 554.8108 REGISTRATION OF PLEDGE AND
RELEASE OF UNCERTIFICATED SECURITIES.

A security interest In an uncertificated sacur ity may be
evidenced by the registration of pledge to the secured party
or a person designated by the secvred party. There can be no
more than one reglstered pledge of an uncertiflcated gecurity
at any time, The registered owner of an uncertiflcated
security is the person in whose name the gecurlty is
reglatered, even if the gsecurity is subject to a registered
pledge. The rights of a registered pledgee of an
uncertificated security under this Article are terminated by
the registration of release,

Gec. 8. Bection 554.8201, Code 1989, is amended tov read as
follows:

54,8201 "ISSUER."
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i. With respect to obligations on cr defenses to &
gecurity "“issuer” includes a person who:

a. places or authorizes the placing of that person's name
on a certificated securlty (otherwise than as authenticating
trustee, registrazr, transfer agent, or the llke) to evidence
that it represents a share, pacticlpatlon, or other interest
in that person's property of in an enterprise or to evidence
that person's duty to perform an obligation evidenced

b. creates shares, participations or other interesta in
the peraon's property or in an enterprise or undertakes
obligations, which shares, participations, interests, or
cbligations are uncertificated securities;

b ¢. directly or indirectly creates fractlional interests
in that person's 1ights or property, which fractional

interests are evidenced represented by certificated

gecurities; or

¢ d. becomes responsible Eor or in place of any other
person deacribed as an lasuer in this section.

2. With respect to obllgations on or defenses to a
security, a guarantor is an issuer to the extent of the
guarantor’'s guaranty, whether or not the guarantor's
obligation is noted on the a certificated security or on
statements of uncertificated securities sent pursuant to
section 554.8408.

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

release [Part 4 of this Article}, *igsuer"” means a person on
whose behalf transfer books are maintalned.

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

564.8202 [SSUER'S RESPOMSIBILITY AND DEFENSES -~ NOTICE OF
DEFECT OR DEFENSE.

1. Even against a purchaser for value and without notice,
the terms of a security include:




genate File 475, p. 9

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

security;
b, if the security is uncerkificated, those contained_in

the initial transaction statement semt to such purchaser, o¢

the initial tzansaction statement sent to the reqietered owner
or_registered pledgee; and ) ’

¢, those made part of the security by reference; on the
certificated security or in the ipitial transaction statement,
to another Instrument, indenture;, or document or to a
coastltution, statute, ordinance, rule, regulation, order or
the like, to the extent that the terms so referred to do not
conflict with the satated terms stated on the certificated
security or contained in the Initial statemept. Boch-a A
reference under this paraqraph does not of itself charge a
purchaser for value with notice of a defect going to the
valldity of the security, even though the cectificated
security or statement expressly states that a person accepting

it admits sach notice.

2. av A certificated securlty in the hands of a purchaser
for value or an uncertiéicated security as to which an initial
transaction statement has been sent to a purchaser for value,
other than sne a security issued by a govermpent or
governmental agency or unit, even though issued with a defect
going to its validity, is valid in-the-hands-of-a wilth respect
to the purchaser for-vatuve-and if the purchaser ls without
notice of the particular defect unless the defect invclves a
violation of constjtutional provisions, in which case the
sacurlity is valid in-the-hands-of with cespect to a subsequent
purchaser for value and without notice of the defect.

by--fhe-ruin-sf-sabparagraph-ta® This subsection applies to
an issuer whieh that i3 a government or governmental agency or
unit only if either there has been substantial compliance with
the legal requirements governing the issue or the issuer has
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received a substantial consideration for the ligaue as a whole
or for the particular security and a stated purpose of the
igssue is one for which the issuer has power to borrow money or
issue the security.

3. Except as otherwise provided in the case of certain
unauthorized signatures en-tssue [gectlon 5534.8205}, lack of
genuineness of a certificated security or an inftlal
transaction statement ls a complete defense, even against a

purchaser for value and without notice.

4. All other defenses of the lasuer of a certificated or
uncertificated aecurity, Including nondelivery and condltional
delivery of the a_certificated securlty, are ineffective
againat a purchaser Eor value who haa taken without notice of

the particular defense.

$. HNothing in thla section shall be construed to affect
the right of a party to a "when, as and If issued" or a "when
dlatriburted” contract to cancel the contract in the event of a
material change ln the character of the security whieh that is
the subject of the contract or in the plan ot arrangement
pursuant to which such the security is to be iesued or
dlastributed.

Sec. L0. Section 554.820), Code 1989, is amended to read
ag follows:

554.8203 STALENESS AS NOTICE OF DEPECTS OR DEFENSES.

1. After an act or event which-creates crearing a right to
immediate performance of the principal obligation evidenced
a date on or after which the security is to be presented or
surrendered for redemption or exchange, a purchaser is charged
with notice of any defect In its issue or defense of the
issuer if:

a. tf the act or event is one requiring the payment of

Sip 4S




Senate Pile 475, p. 1}

security amd-such, the funds or securities are avaiiabie on
the date set for payment or exchange, and the purchaser takes
the security more than one year after that date; and

b. &£ the act or event is not covered by paragraph “a* and
the purchasec takes the securfity more than two years after the
date set for surrender or presentation or the date on which
such performance became due,

2. A call whieh that haa been revoked ls not within
subsection 1.

Sec. l1. Section $54.8204, Code 1989, is amended to read
as follows:

554.8204 EPFECT OF ISSUER'S RESTRICTIONS ON TRANSPER.

Hniess-noted-conspicucunty-on-the-secariey-a A restriction
on transfer of a security imposed by the issuer, even though
otherwise lawful, is ineffective excepr agalnst a any person
with without actual knowledge of its unless:

a. the pecurity is certificated and the resgtriction {s

noted conspicuocusly theteon; or
b, the security is uncertificated and a nocakion of the

restriction la contained In the inirial transaction atatement

sent to the person or, if the person's interest lg transferred

to the perpon other than by registration of transfer, pledge,
or release, the inltlal trapnsaction atatement sent to the
registered owner or the reglatered pledgee.

Se8c. 12, Section 554.8205, Code 19689, is amended to read
as follows;

$54.8205 EFFECT OF URAUTHORIZED SIGNATURE OH #68HRE
CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT.

An unauthorized aignature placed on a certificated security

prior to or in the course of Issue or_placed on an initial
transaction atatement is ineffective, except-that but the

signature is effective in €avor of a purchaser for value and
of the certhificated security or a purchaser for value of an

uncertificated security to whom such initial transaction

statement has been_sent, if the purchaser is without notice of

the lack of authority and if the signing has been done by:
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@. an authentcaring trustee, reglstrar, transfer agent or
other person entrusted by the issuer with the signing of the
security or, of similar secuvities, or of initial tramamactions

atatements or theiér the lmaediate preparation for signing of
any of them; or

b. an employee of the lasuer; or of any of the €oregolng,
entrusted with responaible handling of the security or initlal
trangaction statement.

Sec, 13. Sectlon 5%4.8206, Code 1989, 1s amended to read
as Eollowa:

554.8206 COMPLETION OR ALTERATION OP INOPRUMEN?
CERTIFICATED SECURITY OR INITIAL TRANSACTION STATEMENT.

l. Where If a certiflcated security contains the
slgnatures necessary to its issue or transfer but is
incomplete in any other respect:

a. any person may complete it by f£illing ln the blanks as
authorized; and

b. even though the blanks are incocrectly filled in, the
security as completed is enforceable by a purchaser who took
it for value and without notice of sueh the incorrectness,

2. A complete certificated security which that has been
improperly altered, even though fraudulently, remains
enforceable, but only according to its orlginal terms.

1. If an initial transacticn statement contains the

aignatures necessary to its validity, but is incomplete in any

other respect:
a._any person may complete it by filllng in the blanks as

authocized; and
b. even though the blankg are incorgectly filled in, the

te therein for value and without notice of the incorrectness,

4. A _complete initial transaction statement that has been
improperly altered, even though Eraudulently, is effective in
€avor of a purchaser to whom it has been sent, but only

according o its original terms.
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Sec, 14. Section 554.8207, Code 1989, is amended to read
as follows:

554,8207 RIGHTS OF ISSUFH WITH RESPECT TO REGISTERED
OWNERS .

1. Prior to due presentment for reglistration of tranafer
of a certificated security in registered form, the issuer or
lndenture trustee may treat the registered owner as the person
exclusively entitled to vote, to recelve notificatlons, and
otherwise to exerclise all the righte and powers of an owner.

2. Subject to _the provislons of gubsections 3, 4, and &,
the issver or Indenture trustee may tceat the reglatered owner
of an uncertiticated gecurity as the person excluaively
entitled to vote, to receive notifications, and otherwise to

exercise all the rights and powers of an owner,

3. _The registered owner of an uncertificated security that
is subject to a registered pledge 18 not entitled to
registration of transfer prior to the due presentment to the

issuer of a release instruction, The exerciae of conversion
rights with respect to a convertible uncectificated security

is a transfer within the meaning of this secktlon,
4. Upon due preaentment of a transfer instruction Erom the

registered pledgee of an uncertificated securlty, the issuer

shall;

a. register the trangfer of the security to the new owner
free of pledge, if the instruction specifies a new owner (who
may be the reglistered pledqgee) and does not speclfy a pledgee;

b. reglgter the transfer of the security to the new owner
subject to the intereat of the exleting pledgee, if the
instruction specifies a new owner and the existing pledgee; or

€...tegister the release of the security from the existing

pledge_and register the pledge of the security to the other

pledgee, if the inatruction specifies the existing owner and
another pledgee,

broken by registration of transfer under subsection (4q)(b] of
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by reglstcation of release and pledge under subsectlon {4)(c),
it
6. 1f an uncertificated secyrity is subject to a

registered pledge:
a, any uncertifFlcated securities lasued in exchange for or
digtributed with respect to the pledgqed security shall be

b, any certificated securities issued In exchange for or
distributed vith respect to the pledqged security shall be
delivered to the registered pledgee; and

¢, any money paid in exchange for or in redemption of part

or all of the securlty shall be pald to the tregistered
pledgee.

# 7. MHothing in thig Article shall be construed to affect
the liability of the regiatered owner of a security for calls,

assessments, or the like.

Sec. 15. Section 554,8208, Code 1989, is amended to read
ag follows:

554.8208 EFPECT OF SIGNATURE OF AUTHENTICATING TRUSTEE,
REGTSTRAR OR TRANSFER AGEHNT.

1. A person placing that person's signature upon a
certificated security or an Injtial transaction statement as
authenticating trustee, registrar, transfer agent, or the

like, warrants to a purchaser for value of the certificated

gecurity or a purchaser for value of an uncertificated

security to whom the initial transaction statement has been

gent, if the purchaser ls without notice of the particular

defect, that:
a. the certificated security or initlal transaction

statement is genuine; and
b. that person's own partlicipation in the issue or

is within that person's capacity and within the scope of the
enthorization authority received by that person from the
issuer; and
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¢. that person has reasonable grounds to believe that the
gecurity is in the form and within the amount the issuer is
authorized to issue.

2. Unless otherwise agreed, a person by so placing that
person‘s signature does not assume tesponzibility €or the
valldity of the security in other respecta.

Sec. 16. Section 554.8301, Code 1589, le amended to read
as follows: '

554.8301 RICKTS ACQUIRED BY PURCHASER wu-HADYVEBREB-EBAEMY -~
—-Qi?bB-AEQB!RBB-BV-BBNA-P!BB—PUREHhSER.

1. Upon deiivery transfer of a security to 2 purchager
(section 554.8)11), the purchaser acquires the rights ln the
security which the purchaser's transferor had or had actual

authority to convey exeept—that-o-gurchaaer-vhe-has-paeaona&iy
been—a-perty—to-uny-fraud—oe—ii!cga&itr-aféecting-thn-seeurity
or—uho—aa-a-prier-hoidar—had-notkce-of—an-adverae-e}ain-eannot
ﬁnpeova-that-pnrchaser*s-poaitkon-by-tahing-!ron-a-iater-bena
Eide-purchaaetr--“Adverse—e!ain“—ineludes—a-ciain—that—a
trana!e:—nas—er—veu}d-ha-urongfuk-or-that-a—partEcutar—adversc
peuson—ia-the-ouner—o!—er-has-an—&nterest-in-ehe—oecnrity
unless the purchaser’s rights are limlted by sectlon 554.8302,

subsection 4.
iw——A-bona-!ide—pnrehuscr-tn—udditten—to-acqa&ring—ehe
!tqhts-e!-a-purchaaar-n!ao-acquirao-the-aecurter-iraa~oé—an7
sdvacne-ciaims
3 2. A purchaser transfecee of a limited inkterest acquires
rights only to the extent of the lnterest putchased
The creation or release of a securlty laterest

security.

Sec. 17. Section 554.8302, Code 1989, is amended to read
as followa:

654.8302 “BOMA FIDE PURCHASER"™ --_ "ADVERSE CLAIM" -- TITLE
ACQUIRED BY BONA FIDE PURCHASER.
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1. A "bona fide purchaser” is a purchaser for value in
good faith and without notlce of any adverse claim:

a. who takes dellvery of a cecrti€icated securlty in bearer
form ot of-ome in registered €orm, iesued to-that-parchaser OF
endorsed to that purchaser or in blankrjy

b, to whom the transtegl_Elgggel_ginzgleagg_ggugg
uncertificated security Is reglstered on the books of the

igguer; oc

c. _to whom a security 18 transferred under the provisions
of paragraph (c), (d1{i), or (g} of sectlion 554.8313,
subsectlion 1.

2, "Adverse claim" includes a claim that a3 transfer was or
would be wrongful or that a particular adverse person_ia_the
owner of or has an intereat in the gecurity.

3. A bona fide purchaser in additlon to acquiring the
cighta of a pucrchaser {gsectlon 554.8301) also acqulres
interest in the security free of any adverse claim.

4., HNotwlthstanding section 554.8301, subsection 1, the
transferee of a partlicular certlficated security who hag been
a party to any fraud o illegallty atfecting the security, or
who as a prior holder of khat certiFicated security had notice
of an adverse claim, cannot improve thg_gsanaferee'g_gggl;;gg
by taking from a bona fide putchaser.

Sec. 18, Section 554.8103, Code 1989, is amended to read

follows:

554.8303 "BROKER."

wBroker” means a person engaged for all or pact of the

person‘'s time in the business of buying and selling
gecurities, who in the transaction concerned acts for, or buya
a security from, or sells a security to, a customer, Hothing
in this Article determines the capacity in which a person acts
for purposes of any other statute or tule to which such the
person is subject.

Sec., 19. Section $54.8304, Code 1989, 18 amended to read
as follows;

654.68304 HNOTICE TO PURCHASER OF ADVERSE CLAIMS.
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L. A purchager (including a broker for the seller ot buyer
is charged with notice of adverse claims i€:

a. the security, whether in bearev or registered form, has
been endorsed "for collection” or "“for surrender™ or for some
other purpose not invelving transfer; orc

b. the security la in bearer form and has on it an
unambiguous statement that it ia the property of a person
other than the transferor. The mere writing of a name on a
security is not such a statement,

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

buyer, but excluding an intermediary bank) to whom the
trangfer, pledge, or release of an uncertificated security ls
reqgistered i3 charged with notice of adverse claims as to
which the issuer has a duty under section 554.840), subsection
4_at the time of registration and which are noted in the
initial transaction statement sent to the purchaser or, it the

initial transactlon astatement sent to the registered owner or

the reqistered pledgee.

2 3. The fact that the purchaser (including a broker for
the seller or buyer) of a certificated or uncertificated
security has notice that the security is held for a third
person or ls registered in the name of or endorsed by a

fiduciary does not create a duty of ingqulry into the
rightfylness of the transfer or constitute conatructive notice
of adverse claims. tfr-however However, if the purchaser
{excludling an Intermediary bank) has knowledge that the
proceeds are being used or that the transaction is for the
individual benefit of the fiduciary or otherwlae in breach of
duty, the purchaser is chacged with notice of adverse claimsg.

Sec. 20, Section 554.8305, Code 1989, is amended to read
as follows:

554.8105 STALENESS AS NOTICE OF ADVERSE CLAIMS.
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An act or event which that creates a right to imnediate
performance of the principal obligation evidenced represented
by the a certificated security or which sets a date on or
after which the a certificated asecurity is to be presented or
suyrrendered for redeoption or exchange does not of itself
conagtitute any notice of adverse claims except in the case of
a purchase transfer:

a. after one year from any date set for sach presentment
or surrender for redemption or exchange: or

b. after six monthe from any date set for payment of money
agalnet pregentation ocr surrender of the security LE Eunds are
available for payment on that date,

Sec. 21. Section 554.8)06, Code 1989, is amended to read
as tollows:

554.8306 WARRANTIES OM PRESENTHENT AND TRANSFER OF
CERTIFICATED SECURITIES -- WARRANTIES OF ORIGINATORS OF
INSTAUCTIONS,

1. A person who presents a certificated security tor

registration of transfer or for payment or exchange, warrants
tc the lssuer that the person is entltled to the registration,
paymeat or exchange. But, a purchaser for value and without
notice of adverse claima who receives a new, reissued, or
reregistered certificated security on regletration or transfecr
or recelves an Inikjal transaction statement confirming the
registzation of transfer of an equivalent uncertificated

security to that purchasec warrants only that that purchaser
has no knowledge of any unauthorized signature (aection

554.8311) in a necessary endoraement.

2. A pergon by transferring a certificated security to a
purchaser for value warrants only that:

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

b, the security is genulne and has not been materially
altered; and

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

validity of the security,

SLY 4S
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3. HWhere If a cectificated security is delivered by an
intermediary known to be entrusted with delivery of the
gecurity on behalf of another or with cullection of a draft or
other claim against sueh delivery, the intermediary by asuch
dellvery waccants only the lntermediary's own good faith and
authority, even though the lotermediary has purchased or cade
advances againat the claim to be collected against the
delivery. -

4. A pledgee or other holder Eor securlity who redellvers
the a certificated gsecurivy received, or after payment and on
order of the debtor delivers that security to a thilrd person,
makes only the warranties of an Intermediary under subsection
3.

$. A person who originates an instruction warranta to the

issuec that:
a. the originator is an appropriate person to originate

the instruction; and

b. at the time the lnstruction is presented Lo the issuer

the originator will be entitled to the registratlon of

tranafer, pledge, or_telease.
6. A person who originates an ingtruction warrants to any

person specially guacranteeing the originator's signatute
{section 554.8312, subsecrion 3} that:

a. the originator la an appropriate person to originate
the instruction; and

b, at the time the instruction i3 presented to the isguer

i. the originator will be entitled to the registration of
teansfer, pledge, or release; and

1i. the transfer, pledge, or release requeated in the

inatruction will be registered by the lssuer free from all

liens, security interesta, restrictlons, and claims other than

thoge specified in the instruction.

1. A peraon who origipates an instructlon warrants to a

purchaser for value and to any person guaranteeiﬂg_iﬂg
ipstructiop fsection 554.8312, subsection 6) that:
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&. the ociginator 18 an appropriate person to originate

i. the transferor will be entitled to the reglsttation of

il, the transfer, pledge, or crelease requested io the
instruction will be reglateced by the issuyer Ecree from all
llens, security interesks, reatrictions, and claimas other than
thogse speclfied in the Ipstruction; and

111, the requested transfer, pledge, or release will be
rightful.

8. It a gecured party ig the registered pledqee or the
regiscered owner of an uncertificated security, a peraon who

originates an ingtruction of celease Or tranmsfer to the debtor
or, after payment and on order of the debtor, a transfer

instruction to a third person, warrants to the debtor or the
third person only that the secured party Ls an appropriate
person to originate the inatruction and at the time the
ingtructlon is presented to the iasuer, the transferor vill be
entitled to the registration of release or tranasfer, If a
tranafer instruction to a third person who in a purchaser for
value is originated on order of the debtor, the debtor makes

to the purchaser the warranties of paraqraphs "b*, "c¢", {1,
and "c" ili_of subsection 7.

9. A pergon who transfers ao uncertificated security to a
purchaser €or value and does not originate an ingtcuction in
connection with the transfer warcants oply that:

a. The parson’'s transfer is effective and rightful: and
b. The uncertificated security i3 valid.

5 10. A broker gives to the broker's customer and to the
issuer and a purchaser the applicable warranties provided in
thiy section and has the rights and privileges of a purchaser
under this section. The warranties of and in favor of the
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broker actlng as an agent are in addition to applicable
warcantles given by and in favor of the broker's customer.

Sec. 22. Section 554.8307, Code 1989, is amended to cead
as follows:

554.8307 EFFECT OF DELIVERY WITHOUT ENDORSEMENT -- RIGHT
TO COMPEL ENDORSEMENT.

Where If a certificated security in registered form has
been delivered to a purchaser wiéhout a necessary endorsement
the purchaser may become a bona Eide purchaser only as of the
time the endoresement is supplledy; but against the tranafexor,
the transfer is complete upon dellvery and the purchasec has a
specifically enforceable right to have any necessary
endorsement supplied.

Sec. 23. Section 554.8308, Code 1989, is amended to read
as Follows:

554.6308 ENDORIEMBNTy-HOW-MABR----9PECIAL-ENDORSEMENE- -~
ENDORSER-NOP-A-BUARANPOR-—~--PARFIAL-ASSIGNMEN? EHDORSEMENTS --—

1. An endorsement of a certificated security In registered
torm is made when an approprlate person signs on it or on a
separate document an assignment ov tranafer of the security or
a power to assign or transfer It or whem the person’s
signature ofé-such-persen i written without more upon the back
of the security.

2. An endorgement may be in blank or special, An
endorsement in blank includes an endorsement to bearer. A
speclal endorsement apeclfies the-person to whom the security
is to be tranaferred, or who haa power to transfer it. A
holder may convert a blank endorsement into a special
endorsement.

3. an sendorsement purporting to be only of part of a

issuer to be separately transferable iy effective to the

extent of the endorsement.
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4. An "instruction” ia an order to the lssuer of an

uncertificated security requesting that the transfer, pledge,
oc _release from pledge of the uncertificated security

apecified therein be registered.
5. An instructlon originated by an appropriate person is:

a. a writing signed by an appropriate person; or

b, a communication te the iaguer In any form agreed upon
in a writing aigned by the issuer and an appropriate person,

I€ an instruction has keen originated by an appropriate

person but is Incomplete in any other respect, any person may
complete it as authorlzed and the issuer may trely on it as

completed even though it has bean completed incorceckly.
3 6. “Aon appropriate person” in subsectlon 1 means

a7 the person specified by the certificated security or by
special endorsement to be entltled to the securitysr-or.
7. "An appropriate person” in subsection $ means:

a, for an instruction to_transfer or pledge an

uncecrtificated security which is_then not subject to a

regiastered pladge, the registered owner; or

b. for anm instruction to transfer or release an

uncertificated security which is then subject to a registered

8. In additlon to the persons designated in subsections 6

and 7, "an appropriate person” in subsections 1 and §
includes:

b a. where if the person so-specified designated is
described as a fiduciary but 18 no longer serving in the
described capacity, -- either that person or that person's
suCCessor; or

¢ b. where if the security-or-endorsement-so-specifies
pergons designated are described as more tham one person as

fiduclaries and one or more ace no longer serving in the
described capacity, -- the remaining fiduciary or €iduciaries,
whether or not a successor has been appointed or qualified; or

G.v 4S
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d c. where if the person so-specified designated is an
individual and is without capacity to act by virtue of death,
incompetence, infancy, or otherwise, -- that person's
executor, administrator, guardian, of like Eiduciary; or

e 4. where if the aeeur&ty-or—endoraement-so—apeeiEiea
pexsons depignated are described as more than one person as
tenants by the entitety or with right of survivorshlp and by
ceason of death all cannot sign, -~ the survivor or survivors;
or

€ e. a person having power to sign under applicable law or
controlling instrument; er and

g £. to the extent that ggg_gggggg_gggjggggggﬂgl any of
the foregolng persons may act through an agent, -- that
peraon's authorized agent.

4 9. Unless otherwise agreed, the endorser cf a
certificated security by the endorser's endorsement or the

originator of an {natrucktion by the originator's origination

assumes no obligation that the gecurity will be honored by the
issuer but only the obligations provided in sectlon 554.8306.

51--An-enderaenent-parporting-to-ba~enly-o£-part—e§-a
aecur&ty-representinq—units—intended~b1—the-isannr-to-be
aeparate!y—transfernbie-is-cE!ective—to—the—eutent—of—the
endoraements

6 10. Whether the peraon signing is appropriate is
determined as of the date of signing and an endorsement made
by or an instruction originated by sueh-a the person does not

become unauthorlzed for the purposes of this Article by virtue
of any subsequent change of circumstances.

9 1. Failure of a fiduciary to comply with a controlling
instrument or with the law of the state having jurisdiction of
the Elduclary relationabip. including any law requiring the

giduclaty to obtain court approval of the transfer, pledge, or

release, does not render the ftiduciary's endorsement Or an
ingtruction originated by the €iduciaty unauthorized tor the
purposes of thia Article.
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Sec. 24. Section $54.8309, Code 1989, is anended to read
as follows:

554.8309 EFFECT OF ENDORSEMERT WITHOUT DELIVERY.

An endorsement of a certificated aecurlty, whether spacial
or In blank, does not consklitute a tranafer until delivery of
the certificated security on which it appears or, 1f the
endorsement 18 on A separate document, until delivery of both
the document and the cextificated security.

Sec. 25. Sectlon 554.8310, Code 1989, is amended to read
as followa:

554,8310 ENDORSEMENT OF CERTIFICATED SECURITY IN BEARER
PORM.

An endorsement of a certiflcated securlty {n bearer form
may give notlce of adverse clalms (section 564.8304) but does
not otherwise affect any right to regiatration the holder may
possess possesses.

Sec, 26. Section 554.8311, Code 1989, is amended to read
as follows:

554.8311 EFPECT OF URAUTHORIZED ENDORSEMENT OR
INSTRUCTION.

Unless the cwner or pledgee has ratified an unauthorized
endorsement or instructiogn or 18 otherwise precluded from
asserting its ineffectiveneas;:

a. Lthe owner may assert its ineffectiveness againat the
iseuer ot any purchaser other than a purchaser for value and
vithout notice of adverse claime, who has in good falth
received a new, reissued, or retegistered certificated
gecurity on registration of tranasfer or_recelved an initial

transaction statement confirming the registration of trangfer,

pledge, or release of an equivalent uncertificated security to

the_purchaser; and

b. an issuet who registers the transfer of a certificated
security upon the unauthotized endorsement of who registers
the transfer, pledge, oc_telease of an uncestificated secyrity

upon the unauthorized_instruction is subject to liability for
inproper reglistration (section $54.8404}.




Senate Pile 475, p. 25

Sec. 27. Section $54.8312, Code 1989, 1s amended to read
aa followa:

554.8312 EFPECT OF GUARANTEEING SIGNATURE OR ENDORSEMENT
OR_INSTRUCTION.

1. Any person guaranteeing a signature of an endorser of a
certificated securlty warrants that at the time of signing

a. the gignature was qenuing; and

b. the signer was an appropriate person to endorse
{section 554,0308); and

¢. the signer had legal capacity to aign.
But-the-gonarantor-dees-not-otherwise-warrant-the-rightfuineas
of-the-particutar-tranafery

1. Any person guaranteeing a signature of the originator
of an instryctlon warrants that at the time of asigaing:

a, the signatyre was genuine;

b. the signer was an appropriate person to originate the
instruction {section 554.8308) 1€ the person gpecified in the
instruction ag the registered owner or reqistered pledgee of
the uncertificated security was, In €act, the registered owner

or registered pledgee of guch security, as to which fact the

aignature guarantor makes no warranky;
€. the ajgner had legal capacity to sigan; and
d. the taxpayer identiflcation number, if any, appearing

on the inastruction aa that of the registered owner or
feqiestered pledgee wan the taxpayer identificaclion number of

the signer or of the owner or pledgee Eor whom the signer was
acting.

3. Any perscn specially quaranteeing the signature of the
originator of an instruction makes not only the warranties of

a slgnature quarantor (subsection 2) but also warvaants that at
the time the instructlon is presented to the jasuer:

a. the person gpecified in the instruction aa the

registered owner or registered pledgee of the uncertificated

and

ey
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b, _the transfer, pledge, or release of the uncertificated

security requested in the instruction will be registered by
the {ssuver free from all ljens, security interests,

testrictions, and claima other than thyuse specified in the
instruction.

4. The guarantor under subsectlona 1 and 2 or the special
guarantor under subsection 3 doea hot otherwlse warrant the
rightfulness of the partjcular transfer, pledge, or release,

2 5. Any person may-guarantee gquaranteeing an endorsement
of a certificated securlty and-by-se-deing-warrants-not-oniy
the-signature-{aubaectton-1y makes not only the warranties of
a signature guarantor under subsection 1 but also warrants the
rightfulness of the particular transfecr in all respects. Buat
no-issuer-may-require-a-guarantee-sé-endorsement-as-a

condition-to-regiasteation-of-tranafery
6. Any person guaranteeing an instruction requesting the

transfer, pledge, or _release of an uncertificated security

makeg not only the warranties of & special gslignature guarantor

under subsection 3, hut also warrants the rightfulness of the

particular transfer, pledge, or release in all respects.
7. o issuer may require a4 _apecial guarantee of aignature

{subsection J}, a guarantee of endorsement (subsection 5), or

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

registration of tranafer, pledge, or release,

3 8. The foregoing warrantles are made to any person
taking or dealing with the security ln rellance on the
guarantee and the quarantor is llable to seeh the person for
any loss resulting from breach of the warranties,

Sec., 28, Sectlion 554.8313, Code 1989, is amended to read
as follows;

554.8313 WHEN BBBiVERY THANSFER TO ?HE PURCHASER OCCURS: -

l. Beipveey Transter of a security or a limited Interest

(including a secucrity Interest) therein to a purchaser occurs

Siv 4S5

when only:
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a. at the time the purchaser or a person designated by the

purchaser acquires possession of a certificated security; or

b, at the time the rransfer, pledqe, or release of an

uncertificated securjty is regiatered to

|ﬂ'

he_purchaser ot a

b c. at_the time the purchasar's beoker Elpancial
intermediary acquires possession of a certificated security
spacially endorsed to or issued in the name of the purchaser;
or

e d. the-parchaser‘s-broker at the time a €lnancial

intermediary, not & cleaclaghouse, sends the purchaser

conflirmation of the purchase and alsc by book entry or
otherwige identifies a-spectfie-securitty-tn-the-brokertas
possesasion as hkelonglng to the purchaser;-of

i._a specific cecrtificatad securlty in the flnanclal

intermediacry's possession;

il. a quantity of securities that constitute or atre part

of a fungible bulk of certificated securities in the Einancial

intermediary's poasession or of uncertificated securities

registered in the name of the financlial intermediary; or

iii. & quantity of securities that comstitute or are part

of a fungible bulk of gecurities shown on rhe account of the
fFinancial intermediary on the books of another €inancial
intermediary;

d @ with respect o an identified certificated security
to be delivered while atill in the possesslon of a third
person,; when not a Einancial intermediary, at the time that
person acknowledges that that peraon holde for the purchaser;
or

£. with respect to a specific uncertificated security the
pledge or tranafer of which bas been tegistered to a third
person, not a €lnancial Intecmediary, at the time that person
acknowledges that that person holds for the purchager;

e g. at the time approprlate entries to the account of the

of a clearing cocporation are made under section 554.83207;
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h. with respect to the tra € a security interest

where the debtor has signed a security agreemenkt containing a

description of the security, at the time a written

sfer

security interest, is slgned by the debtor (whlch may be a
t

he

copy_of the mecurlty aqceement) or which, in the case of

telease or assignment of the gecurity interest created
pursuant to this paragraph, is signed by the secured pacty, is
received by

i. a financial internediary on whose books the interest of
the tranaferor in the security appeazs;

il. a third person, not a financlal intermedlary, in
possession of the security, if ir is certificated;

i1i._ a third person, not a Einancial lntermediary, who is

and not subject to a reglstered pledge; ot

iy, a thlrd person, not a financial intermediary, who is
the registered pledgee of the security, {f it is
uncertificated and subject to a registered pledge;

L, with respect to the transfer of a security interest

containing a deacription of the security, at the time new
value i3 given by the secured party; or
j._with respect to the traansfer of a gecurity interest

where the secured pacty is a financlal intermediary and the
security has already been tranasferred to the fipancial

the time the tranaferor has slgned a security agreement
containing a description of the security and value is given by

the secured party.

2, The purchaser i3 the owner of a security held for the
putchaser by the-purchaseria-broker 3 €inancial intermediary,

but is-mot-the-hoider cannot be a bona €ide purchaser of a

gecurity so held except as in circumstances specified in
subparagraphs-‘bY; paragraphs “c”, ’d"(1j, and Ye’ "g" of
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subsection 1. Where If a security so held i3 part of a
fungible bulk, as in the circumstances spe¢ified in paragraphs
“d"(ii} and "d"(iii) of subsection 1}, the purchaser i3 the
owner of a proportionate property interest in the fungible
bulk.

J. HNotlice of an adverse claim receilved by the broker
tinancial intermediary or by tha'putchaner after the broker
financial intermediary takes delivery of a certificated
security as a holder for value or after the transfer, pledge,
or release of an uncecrtificated security has been regiastered
free of the claim to a €inancial intermediary who has glven
value Is not effective either as to the broker flpnancial
intermediary or as to the purchaser, However, as between the
broker financial intermediary and the puichaser the purchaser
may demand deiivery transfer of an equivalent security as to
which no notice of an adverse claim has been received,

4. A "financial intermediary” ia a bank, broker, clearing
corporation or other petson (or the nominee of any of them)
which in the ordinary course of its business maintaina

security accounts for its customecs and la acting in that
capacity, A flnancial intermediary may have a security

intereat in securities held in account for its customer.
Sec. 29. Section 554.8314, Code 1989, is amended to read

as follows:

554.8314 DUTY TO BEBEVER TRANSFER, WHEN COMPLETED.

}. Unleas otherwise agreed where if a sale of a security
ia made on an exchange or otherwise through brokers;

a. the selling customer fulfilla that customer's duty to
dativer-when transfer at the time that customar:

i. places sach a certificated security in the possession
of the selling broker or of a person designated by the brokerg

11, _causes an uncertificated security to be registered in
the name of the selling broker or 4 person designated by the

broker; ot
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11i. if requested, causes an acknowledgment to be wade to
the selling broker that it a certificated oc uncertificated
security la held for that broker; and or

jv, places in the possession of the selling broker or of a

person dealgnated by the broker a trangfer instruction for_an
uncertificated security, providing the lssuer does not refuse
to reqister the requested transfer If the instructlion is
presented to the issuer For registrzation withln thirty days
thereafter; and

b. the aelling broker, including a correspondent broker
acting for a eelling customer, €ulfills that broker's duty to
detiver-by-placing-the tranafer at the rime that broker

1. places a certiflcated security or-a-itke-security in

the possession of the buying broker or a person designated by
the buying broker}
ii, causes an uncertificated security to be reqistered in

the name of the buying broker or a pergon degignated by the

buylng broker;
ilfi. places in the possession of the buying broker ot of a

peraon desigonated by the buying broker a transfer jnstruction
€or an uncertificated security, providing the issuer docs not

retuse to register the requested transfer if the instruction
18 presented to the issuer for registration within thirty days

theceafter; o¢

iv, oe-by-eftacting effects clearance of the sale in
accordance with the rules of the exchange on which the
transaction tock place.

2, Bxcept as otherwise provided in thls section and unless
gecurity under a contract of purchagse is not fulfilled until
the transferor:

a. places the certificated security in form to be
negotiated by the purchaser in the possession of the purchaser

or of a person designated by the purchaser; er
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b. at-the-psrcheseris-request causes an uncertificated

security to be regletered in the name of the purchasec oc a
person desigaated by the purchaser; ot

be made to tha purchaser that it a certificated oc
uncertificated security is held for the purchaser.

3. Unless made on an exchange, a sale to a broker
purchasing tor the broker's Own account is within this
subasectlon 2 and not within subsection 1.

Sec. 30. Section 554.8315, Code 1589, ia amended to read
as follows:

554.8315 ACTION AGAINST PUREHASEBR TRANSFEREE BASED UPON
WRONGFUL TRANSPFER.

1, Any person agailnst whom the transfer of a security is
wrongful for any reason, including the peraon's incapacity,
may ag againat anyone except a bona fide purchaser, may:

a. reclaim possession of the cettificated security
wrongbully transferred; er

b, obtain possesslon of any new certificated security
evidencing representing all or part of the same rights; or

¢, _compel the crigination of an instruction to transfer to

the person or a person designated by that person an
uncertificated security constituting all or part of the pame
rights) or

d. have damagea.

2, VE the transfer ls wrongful because of an unauthorized
endoraement of a certificated security, the owner may alaso

reclaim or obtain possession of the security or a new
certificated security, even from a bona fide purchaser, Lf the
{ineffectiveness of the purported endorsement can be asserted
againset the purchaser undec the provisions of this Acticla on
unauthorized endocsements (section 554.8311).

3. The right to obtain or reclaim possession of a
certiflcated security or to compel the origination of a

transfer inatruction may be specifically enforced and tts the

Senate File 475, p. 32

certificated or uncertiflcated security enjoined

and the a certificated security impounded pending the
litigation.

Sec. 31. Bection 554.8316, Code 1989, la amended to read
ag tollows:

554,816 PURCHASER'S RIGHT TO REQUISITES FOR REGISTRATION
OF TRANSFER, PLEDGE, CR HRELEASE ON BOOXS.

Unless otherwise agreed, the transferor must of a
certificated security or the transferor, pledgor, or pledgee

tranafer of a certi

of an uncextiflcated gecurity on due demand must supply the
transferor's, pledgor's, ot pledges's purchaser with any proof
of the tranaferor's authority to transfer, pledge, or release
or with any other reguisite which-may-Be necessary to obtain
tegistration of the transfer, pledqe, or release of the
security; but 1€ the transfer, pledge, or release is not for

value, a transferor, pledgor, or pledgee need not do ao unless
the purchaser furnishes the neceassary expensesg, Pallure

within a reasonable time to comply with a demand made-within-a
ceasonable-time gives the purchaser the right to reject or
rescind the transfer, pledge, or releage.

Sec. 32, Section 554.8317, Code 1989, is amended to read
as tollowa;

5§54.8317 APTACHMENT-OR-BEVY-UPON-SEEURERY CREDITORS'
RIGHTS.

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

or other Interest evidenced represented thereby which is
outstanding shaii-be is valid until the security ls actually
seized by the officer making the attachment or levy, but a
certificated security which has beea surrendered to the issuer

creditor by leqal process at the issuer's chief executive

office in the Unjited States.
2: An uncertiflcated security registered in the name of

the debtor_may not he _teached by a creditor except by legal
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process at the issuer‘s chief executive office in the United

States.
3, The_ interest of a debtor in & certificated security

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

the name of a secured party not a financial inteimediary (or
In the name of a nominee of the secured party) may be reachad
by a creditor by legal process upon the secured party.

4. The interest of a debtor
that is in the posaession of or registered in the name of a
financial intermediary or in an uncestificated security

registered in the name of a financial intecmediary may be

reached by a creditor by legal proceas upon the flnancial

intermediary on whose books the interest of the debtor
appears.

5. Unless otherwise provided by law, a creditor's lien
upon the interest of a debtor in a security obtained purauant

to subsection 3 or 4 I3 not a restraint on the transfer cf the

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

but in the event of a transfer, the lien applies to the
proceeds of the transfer in the hands cf the gecured party or
financlal intermediary, subject to any claims having prioclty.
# 6. A creditor whose debtor is the owner of a security
sheii-be is entitled to such aid from courts of appropriate
jucisdiction, by injunction or othetwise, in reaching such the
aacurity or in satis€ying the claim by means thereof-as-ia
allowed at law or In equity in regard to property which that

cannot readily be attached-or-ievied-upen reached by ordinary
legal process.
Sec. 33. Section $54.8318, Code 1989, i3 amended to read
follows:
§54.8318 NO CONVERSION BY GOOD FAITH BEHEVERY CONBUCT.
An agent ocr bailee who in good faith tincluding cbservance
reasonable commecrcial standards if the agent or bailee is
the business of buying, selling or atherwise dealing with
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securitlies) has received certificated securities and sold,
pledged, or delivered them or has sold or caused the transfer
ot _pledge of uncertificated securities over which the agent or

agent's or ballee's principal, is not liable for conversion or
for participation in breach of Elduclary duty althaough the
principal had no right vo-dispese-of-them 80 to deal with the
securities.

Seac. 14. Sectlon 5%4.8319, Code 1989, is amended to cread
as follows:

554.831% STATUTE OF FRAUDS.

A contract for the sale of securities i3 not enforceable by
way of action or defense unless:

a. there is some writing signed by the party against whom
enforcement is sought or by that party‘'s authorized agent or
broker sufficient to indlcate that a contract has been made
for sale of a stated quantity of descrlbed gsecurities at a
deflned or atated price; or

b. delivery of the a certificated security or transfer

inatruction has been accepted or transfer of an uncertificated

security has been tegistered and the transferee has falled to
send written objection to the issuer within ten days after
receipt of the initial transaction statement confirming the

registration, or payment has been made, but the contract is
anforceable under thls provision only to the extent of sunch
the delivery or payment; eor

c. within a reasonable time a writing in conflrmatlion of
the sale or purchase and sufflcient against the sender under
paragraph "a" hay been received by the party againat whaom
enforcement is sought and that party has failed to send
“ritten objection to its contents within ten days after jts
receipt; or

d. the party against whom enforcement is sought admits in
that party’'s pleading., testimony, or otherwise in court that a
contract was made for the sale of a stated quantity of
described securitivs at a defined or stated price.
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Sec. 35. Section 554.8320, Code 1498Y, ia amended to read
as follows:

554.8320 TRANSFER OR PLELGE WITHIH A CENTRAL DEPOSITORY
SYSTEM.

1, #f-a-security In addition to othec methods, a transfer,

pledge, or release of a security or any intereat therein may
be effected by the makling of gpgggpriatg_gntrlea on the books
of a clearing corporatlon reducing the account of the

trangferor, pledgor, or pledgee and Increasing the account of
the transferee, pledgee, or pledgor by the amount of the
obligatlon, or the number of shares or rights transferred,

pledged, or released, 1€ the security is shown on_the account
of a transfecor, pledgor, or pledgee on the books of the

clearing corporation; is subject to the contcol of the
clearing corporation; and

a, f cartificated,
L. is in the custody of a the clearing corporatlon,

another clearing corporation, or-of a custodiam bank or a
nomlnee of etther-asubject-to-the-instructions-of-the-ciearing
ecorparation any of them; and

b ii. is in bearer form or endoraed 1n blank by an
approprlate person or registered ln the name of the clearing
corporation,; er A custodian bank; or a nominee of either any
ot them; and or

b Lf upcgrtificated, is reglotered in kthe name of the
olearing corporation, another cleatring corporation, a
cugtodian bank, or a nominee of any of them;

gr--ta-ahown-on-the-account-of-a-transéaree-or-pledgor-on
tha-booke-of-the-ciearing-esrpocations
theny-in-addition-eo-other-methoday-n-transfer-or-pledge-of
the-secarity-or-any-intersat-therein-may-be-effected-by-the

making-of-appropriate-entries-on-the-books-of-~the-ctearing
corporation-reducing-the-accoant-of-the-tranaferor-or-piedgor
and-incressing-the-account-of-the-transferae—or-piedgec-by-the
amoont-of-the-obitgation-or-the-number-sf-shares-or-righta
teanaferred-or-piedgeds
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2. Under this section entries may be made wlth respect to
like securitles ocr interests thereln as a part of a fungible
bulk and may zefer merely to a quantity of a particular
security wilthout ceference to the name of the registered
owner, certificate or bond number, or the like, and, In
appropriate cases, may be on a net basls taklng loto account
other transfecs, or pledges, or releases of the same security,

3. A tranasfer or-pledge under this sectian has-the-sffect
of-a-detivery-of-a-security-in-bearer-form-ce-duly-endersed-in
blank-{section-5547030}-reprensenting-the-amonnt-of-the
obiigation-or-the-number-of-sharves-or-righta-transferrad-or
piedged is effectlive {section $54.8313) and the putchaser
acgquires the rights of the transferor {ssction 554.8301). A
piedge or release under this sectlon ia the tranafer of a
limiked interest, If a pledge or the creatlon of a security
interest 18 intended, the-saking-of-entrien-has-the-effect-of
a-taking-of-delivery-by-the-piedgee-or-a-secured-parey
taections-554:9384-and-55479385% the security interest is
perfected at the time when both value is given by the pledgee

and the apptopriate entrlea are made {section 554.8321). A
transferee or pledgee under this secticn is-a-noider pay be a
bona fide purchaser (section 554.8382].

4. A transfer or pledge under this section dees Ls not

conatitute a registration of transfer under Part 4 of-thtis
Arkicte.

5. That entries made on the books of the clearing
corporation as provided in subsectlon 1 are not approprliate
does not affect the validity or effect of the entries ner or
the liabilities or obligatlians of the clearing corporation to
any peraon adversely affected thereby.

Sec. 136. NEW SECTION. 554.8321 ENPORCEABILITY,
ATTACHMENT, PERPECTION, AND TERMINATION OP SECURITY INTERESTS.
1. A security interest la a security is enforceable and
can attach only if it is transferred to the secured patty or a
person designated by the secured party pursuant to a provision

of section §%4.8313, subsection L.
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2, A security interest so transferred pursuant to
agreement by a transferor who has rightd in the security to a
transferee who has given value is a perfected security
interest, but a security interest that har been transferred
solely under paragraph “1" of section 554,8313, subsection 1
becomes unperfected after twenty-one days unless, within that
time, the requirements Eor transfer under any other provision
of section $54.8313, subsectlon 1 are satisfled.

3. A security interest in a security is subject to the
provisions of Article %, but:

a. no fillng is requlired to perfect the security interest;
and

b. no written security agreement signed by the debtor is
necessary to make the security interest enforceable, except as
otherwise provided in paragraph “h", "i", or "J" of section
554.8313, subsection 1. The secured party has the rights and
duties provided under section 554.9207, to the extent they are
applicable, whether or not the security ls certificated, and,
{f certificated, whether or not it la jn the wecuted party’'s
possession.

4. Unless otherwise agreed, a security Interest in a
security is terminated by transfer to the debtor or a person
designated by the debtor pursuvant to a provision of section
564,6313, asubsection 1. If a security is thus transferred,
the security intereat, if not terminated, 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 tegistration of
tranafer. In that case, the sSecurity interest becomes
unperfected after twenty-one days unless, within that time,
the security (or securities for which it has been exchanged)
ig transferred to the secured party or a peraon designated by
the secured party pursuant to a provision of section 554.8313,
subgection 1.
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Sec. 37. Section 5%4.8401, Code 1989, is amended to read
as follows:

554,840 OUTY OP ISSUER TO REGISTER TRANSFER, PLEDGE, OR
HELEASE.

i. security in reglatered form ia
presented to the issuer with a request to reglstar tranafery
or an inatruction is presented to the issuer with a request to

reglater transfer, pledge, or releage the isauer ts-under-a
doty-to shall register the trancgfer, pledge, or release as

requested 1€
a, the secarity is endorsed or the instruction was

originated by the appropriate person or persons (section
554.8308); and

b. reasonable assurance is given that those endorasemente
or_instructions are genuine and effective (section 554.8402}:
and

c. the issuer has no duty te-inquive-into as to adverse
clains or has dlacharged any-suech the duty (section 554.8403);
and

d. any applicable law relating to the collection of taxes
has been complied with; and

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

is to a bona fide purchaser.,
2. Where 1f an issuer is under a duty to register a
transfer, pledqe, or release of a security, the issuer is alao

liable to the person presenting ¢t a certiflcated security or

an instruction for registration or that person's principal for
loas resulting from any unreascnable delay in registratlon or
from failure or refusal to register the transfer, pledge, or
release,

Sec. 38. Section 554.8402, Code 1989, is amended to read
as follows:

554.8402 ASSURANCE THAT ENDORSEMENTS AND INSTRUCTIONS ARE
EFFECTIVE,
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1. The iasuer may require the Following assurance that

instruction (gection 554.8308) is genuine and effective;

a. 1n all cases, a guarantee of the signature [subsection
3-0f section 554.8312, subsection 1 or 2) of the person
endorsing a certiflcated security or originating an

ingtruction including, in_the case of an instruction, a

warranty of the taxpayer identification number or, in the

absence thereof, other reasgnable assutance of identity; and

b, where if the endorsement ie made or the instruction is

originated by an agent, appropriate assurance of authority to
sign;
c. whare Lf the endorsement is made or the Ingtruction is

originated by a fiduciary, appropriate evidence of appointment
or iacumbency:
d. where if there is more than one fiduciary, reascnable
assurance that all who are required to sign have done so; and
e. where if the endorsement ls made or the ipnstruction is

originated by a perscn not covered by any of the foregoing.
asgurance appropriate to the case corresponding as nearly as
may be to the foregoing.

2, A "guarantee of the signature” in subsection 1 means a
guarantee signed by or on behalf of a person teasonably
believed by the issuer to be responsible. The issuer may
adopt standards with respect to reaponsibility provided-such
standards if they are not manifeatly unreasonable.

3, ‘“approprliate evidence of appolntment or {ncumbency" in
subsection 1 means

a. in the case of a fiduciary appointed or qualified by a
court, a certificate issued by or under the direction or
supervision of that court or an officer of that court and
dated within one hundred eighty days before the date of
presentation for transfer, pledge, or_release; ot

b. in any other case, a copy of a document showing the
appointment or a certificate issued by or on behalf of a
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person teasonably believed by the laguer to be reaponsible or,
in the absence of such-s that document or certificate, other
evidence reasonably deemed by the issuer to be appropriate.
The issuer may adopt standards with respect to such the
evidence provided-such-standards Lf they are not manifestly
unressonable. The issuer i8 not charged with notlce of the
contents of any document obtained pursuant to this paragraph
"h" except to the extent that the conktents relate directly to
the appointment or Incumbency.

4. The issuer may elect to reguire reasonable assurance
beyond that specified in this section, but if it does so and,
for a purpose other than that apecifled in subsection 3 "b",
both requires and obtains a copy of a will, truat, indenture,
atticles of copartneranip, bylaws, or cther controlling
instrument, it is charged with notice of all matters contained
therein affecting the tranafer, pledge, or release.

gec. 39. Section $53.8403, Code 1989, is amended to read
as follows:

£54.8403 biMIPED-DBIY¥-OF-EINQUIRY ISSUER'S DUTY AS 0

1. Ao isszuer
for registration ts-under-s-duty-te shall inquire into adverse
claims i€:

a. a written notification of an adverse claim is recelved
at a time and in a manner which-affords atfording the issuer a
reanonable opportunity to act on it prior to the igsuance of a
new, reissued, or registered certificated security, and the
notificatlon identifies the claimant, the registered owner,
and the lasue of which the security is a part, and provides an
address for communications directed tc the claimank; or

b. the issuer is charged with notice of an adverse claim
from a controlling instrument which it has elected to requice
under subsection-4-of section 554.8402, subsection 4.

2. The iasuer may discharge any duty of inguiry by any
reasonable means, including notifying an adverse claimant by
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registered or cettified mall at the address €utnished by the
adverse clalmant or if ther¢ be no such address at the adverse
claimant's resldence or regular place of business that the
certificated security has been presented for regletration of
transfer by a named peraon, and that the tranasfer will be
reglatered unless within thirty days Erom the date of mailing
the notiflcation, either:

a, an appropriate restraining order, injunction or othec
proceas lssues Erom a court of competent jurisdiction; or

b. there is flled with the issuer an indemnlty bond,
sufficient in the issuer's judgment to protect the issuer and
any transfer agent, registrar, or other agent of the issuer
involveds from any losa which it or they may suffer by
covplylng with the adverse clalm ta-fited-with-the-taguer.,

3. Unless an laasuer is charged wlth notice of an adverse

claim from a controlling instrument which Lt has elected to
tequice under subsection-4-of section $54.8402, subsection 4
or recelves notification of an adverse claim under subsection
1 of-this-aection, where |f a certiflicated securlty presented
for registration is endorsed by the appropriate person or
persons the issuer is under no duty to inguire into adverse
claims. In particular;

4. an issuer registering a certificated security in the
name of a person who ia a €iduciary or vwho is described as a
fiduciary la not bound to inquitre into the existence, extent,
or correct description of the tiduciary relationship; and
thereafter the issuer may assume wlthout ingquiry that the
newly registered owner contlnues to be the Eiduciary until the
issuer receives written notice that the Fiduciary is no longer
acting as such with respect to the particular security;

b. an iasuer registering transfer on an endorgsement by a
€iduciary ts not bound to inquite whether the tranasfer is made
in compliance with a controlling instrument or with the law ot
the state having jurlsdiction of the £iduciary relationship,
{including any law requicting the fiduciary to obtain court

approval of the transfer; and
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¢. the issuer {8 not charged with notice of the contenty
of any court record or file or other recorded or unrecorded
document even though the document is in its posseaslon and
even though the transfer is made on the endorsement of a
fiduciary to the same flduclary or to the flduclacy's nominae.
4. _An lesuer is under no duty as to adverse claimg with

respect to an uncertificated security except:

4. clalmg embodled in a restraining order, injunction, or
other legal process served upon the issuer if the process was
served at a time and in a manner affording the issuer a

reasonable opportunlty to act on Lt in accordance with the

requlcements of subsection §;

b. claims of which the user has received a written
notification from the registered owner or the registered
pledgee if the notification was recelved at a time and in a

manaer affording the issuer a reasonable opportunity to act on
it in accordance with the reguirements of subgection 5;

by the issuer] to which the registration of transfer to the
present reqistered owner was subject and were 8o noted in the

inftial transaction statement sent to the lssuer; and

d. _claims as to which_an_issuer is charged with notice
Erom a controlling ingtrument it has elected to require under

section 554.8402, subsection 4.
5. If the issuwer of an uncertificated security is undetr a

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

by:
a. tncludipg a notation of the claim in any statements

sent with respaect to the gecurity under section 554.8408,

subgections 3, 6, and 7; and
b. refusing to register the transfer or pledge of the

security unless the nature of the clalm does not preclude

transfer or pledge subject thereto.

6. _If the transfer or pledge of the securlty is registeced

subject_to an adverse claim, 4 notation of the claim must_be

GLy 4S
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included in the inlitial transaction statement and all
gubsequent statements sent to the transferee and pledgee under
section 554.8408.

7.  HNotwithstanding subsections 4 and 5, Lf an

uncertificated security was subject to a registeged pledge at

the time the issuer first came wnder a duty as to a partlcular

adverse claim, the iasuer has ag duty as to that claim i€

transfer of the securlty is reguested by the reglstered
pledgee or an appropriate person actlng for _the registered
pledgee unless:

a. the clalm was embodled in leqal process which expressly

provides othecrwise;
b. the claim was asserted in a weltten notiflcatlon €crom

the registered pledgee;
c., the claim was one as to which the issuer was charged

with notice from a controlling instrument it required under
section 554.8402, subsection 4 Ln connectlon with the

pledgee’'s request for trangfer; or
d. the transfer requested is to the registered owner.
Sec. 40. Section 5$54.8404, Code 1989, is amended to read
followa:
554.8404 LIABILITY AND HONLIABILITY FOR REGISTRATION.
1. Except as otherwise provided in any law relating to the

collection of taxes, the issuer ia not liable to the owner,
pledgee, or any other peraon suffering loss as a result of the
registration of a transfer, pledge, of release of a securlty
e

a. there were on or with the a certificated security the
necessary endorsements or the isguer had received an

instruction ociginated by an appropriakte person {section
554.8300); and

b. the Lsauer had no duty to-inquire-tnto a3 to adverse
clalms or has discharged any-such the duty {section 554.8403}).

of a

Senate Flile 475, p. 44

issuer on demand must shall deliver a Llike security to the
true owner unlesa:

a. the reglstration was pursuant to subsectlon 1; er

b. the owner is precluded from asserting any claim €or
registering the transfer undec subsection-1-of-the-fotiowing
section $54.8405, subsection l; or

c. such the detivery would rasult in overissue, ln which
case the lesuer's liabllity is governed by sectlon 554.8104.

3, 1f an laguer has lmproperly regintered a transfec,

pledge, or telease of an uncertificated security, the lssuer
on demand from the injured pacty shall restore the records as
to the injured party to the condition that would have obtalned
Lf the Improper reglatcation nad not been made unlesss

a. the registration was pursuant to aubgection 1; or

b. the registration would result ie overigsue, in which

case the lesuet's llability is governed by sectlon 554.8104,

Sec. 41. Sectlon 554.8405, Code 1989, is amended to cead
as follows:

554.8405 LOST, DESTROYED, AND STOLEN CERTIFICATED
SECURITIES.

1. Hheee If a
apparently destroyedg
to notify the lasuer of that Fact within a reasonable time
after the owner has notlice of it and the lasuer registers a
transter of the security before receiving such-a aotiflcation,
the owner is precluded from asserting againat the issuer any
clainm for registering the transfer undes the-preceding sectlion
554.8404 or any claim to a new secucity under this section.

2, Hhere [f the owner of a security clalms that the a
certificated security has been lost, destroyed, or wrongfully
taken, the issuer must shall issue a ned certificated security
ot, at the option of the isguer, an equivalent uncertificated

80 requests before the lssuer nhas aotice that the
security has been acquired by a bona fide purchaser; and
b, files with the issuver a sufficient indemnity booad; and




‘
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c. satisfles any other reasonable requirements imposed by
the lssuer.

3. If, afrer the igsue of the a new certificated ot
uancertificated security, a bona fide purchasec of the original
certificated security presents it For reglstration of
tranefer, the issuer muat shall register the transfer unless
registration would result In overissue, in which event the
issuer's liability is governed by section $54.8104. In
addition to any rights on the indamnity bond, the issuer may

it was lssued or any pergon taking under the person to whom it
«as lssued except a bona flde purchaser or may cancel the

person taking under a bona fide purchaser is then the

tegistered owner or registered pledgee thereof,

Sec. 42. Section 5%54.8406, Code 1989, 1s amended to read
as €ollows:

554.8406 DUTY OF AUTHENTICATING TRUSTEE, TRANSPER AGENT OR
REGISTRAR.

1. HWherve IE a person acts as authenticating trustee,
transfer agent, registrar, or other agent for an issuer in the

registration of transfers of its certificated securitles oc in
the reglstration of transfers, pledges, and veleases of its

uncertificated aecurities, in the issue of new securities; or
in the cancellation of surrendered securities:

a. that person le under a duty to the issuer to exerclse
good €aith and due diligence in performing that person's
functions; and

b, that-person-has with regard to the particular functions
that person pecrforma, that person has the same obligation to
the holder or owner of the a certificated security or to the
ovner or pledgee of an uncectificated secucity and has the

same rights and privileges as the issuer has in regard to
those functlons.
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2, MHotice to an authenticating trustee, transfer agent,
registrar or other sweh agent is notice to the lasuer wlth
tespect to the functions performed by the agent,

Sec. 43, MEW SECTION. 554.8407 EXCHANGEABILITY OF
SECURITIES,

1. HNo fesuer is subject to the requirements of this
section unless it regularly maintalns a systea for issuing the
class of securities Involved under which both certificated and
uncertificated securities are reqularly lssued to the category
of ownersa, which includes the person in whose name the new
securlty la to be reglsetered,

2. Upon surrender of a certificated security with all
necessary endorgenents and presentation of a written request
by the person surrendering the security, the issuer, Lf the
lssuer haa no duty as to adverse claims or has dischacrged the
duty isection 554,840)), shall lssue to the person or a pecson
deslgnated by that person an equivalent uncertificated
security subject to all liens, restrictions, and claims that
were noted on the certificated security.

3. Upon recelpt of a transfer lnstruction origlnated by an
approprlate person who 30 requests, the issuer of an
uncertificated security shall cancel the uncertificated
security and lssue an equivalent certificated security on
which must be noted conspicuously any liens and restrictions
of the issuer and any adverse clalms (as to which the issuer
has a duty under section 554.8403, subsection 4) to which the
uncertificated securlty was subject. The certificated
security shall be registered ln the name of and delivered to:

a. the registered owner, if the uncertificated security
wag not subject to a registered pledge; or

b. the registered pledgee, if the uncertificated securlity
was subject to a registered pledge.

Sec. 44. NEW _SECTION. 6554.8408 STATEMENTS OF
UNCERTLIPICATED SECURITIES.
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1. Withln two business days after the tcansfer of an
uncertificated security has been registered, the issuer ghall
aend to the new reglstered owner and, if the security has been
tranaferred subject to a registered pledge, to the regiastered
pledgee a written statement containing:

a. a description of the ilssue of which the uncertificated
securbty is a part;

k. the number of ahares or units tranaferred;

c. the name and address and any taxpayer jdentification
aumber of the new reglatered owner and, i1f the security has
been transferred subject to a regiatered pledge, the name and
address and any taxpayer identification number of the
tegistered pledgee;

d. a notation of any liens and restrictlons of the issuer
and any adverse clalms (as to which the issuer has a duty
under section 554.8403, subsection 4) to which the
uncertificated security is or may be subject at the time of
registration or a statement that there are none Of Lhose
liens, reattrictions, or adverse claima; and

e. the date the transfer was registered,

2. Within two buaslness days after the pledge of an
uncertificated security has been registered, the fasuer ahall
send to the registered owner and the tregistered pledgee a
written atatement containing:

a. & desctiption of the issue of which the uncectificated
security le a part;

b. the number of sharam or units pledged;

¢. the namg and addresa and any taxpayer identification
number of the regletered owner and the reglstered pledgee;

d. a notation of any llens and restrictions of the issuer
and any adverpe claims (a8 to which the issuer has a duty
undar sectlon 554.8403, subsection 4) to which the

uncertificated security is or may be subject at the time of
registration ot a statement that there are none ot those
liens, restrictions, or adverse claims; and

e. the date the pledge was registered,
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3, Within two buasiness days after the release from pledge
of an uncertiflcated security has been registered, the issuer
shall send to the registered owner and the pledgee whose
interest was relessed a written statement containing:

a. a desccliption of the issue of which the uncertificated
securlty is a part;

b. the number of sharea or units released from pledge;

c. the name and address and any taxpayer identification
number of the registered owner and the pledgee whose interest
was released;

d. a notation of any liens and restrictions of the lssuer
and any advarse claims (as to which the isauer has a duty
under section 554.6401, subsection 4) to which the
uncertificated security s or may be subject at the time of
regiatration or a statement that there are none of those
liens, restrictions, or adverse clalns: and

e. the date the release was reglatered.

4. An "initlal transaction statement” is the statement
gent to:

a. the new registered owner and, if applicable, to the
registered pledgee pursuant to subsection 1;

b. the registered pledgee pursuant to subsection 2; or

c. the registered owner pursuant to subgection 3. Each
initial transactlon statement shall be signed by or on behalf
of the lesuer and must be identlfied as “initial transaction
gtatement®.

6. sithin two businesa days after the tranafer of an
uncertificated security has been registered, the issuer shall
aend to the Former registered owner and the former registered
pledgee, if any, a written statement containing:

a. a description of the lssue of which the uncertificated
security is a part;

h. the nunber of shares cr units transfecred;

¢. the name and address and any taxpayet identification
numbec of the former registered owner and of any former
registered pledgee; and
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d. the date the transfer was registered.
6. At perlodic intervals no less frequent than annually

and at any tlme upon the reasonable written request of the

registeced owner, the issuer shall send to the teqgistered
owner of each uncertificated security a dated written
statement containing:

a. a description of the lsaue of which the uncertificated
security is a part;

b. the name and address and any taspayer identification
number of the registered owner;

€. the numbar of shares or unite of the uncertiflcatad
security registered in the name of the registered owner on the
date of the statement;

d. the name and address and any taxpayer identification
number of any registered pledgee and the number of shares or
units subject to the pledge: and

e, a notation of any liens and restrictions of the lssuer
and any adverse claims (as to which the lasuer has a duty
under section 554.8403, subsection 4) to which the
uncertificated security is or may be subject or a statement
that there are none of those liens, restrictions, or adverse
clatms,

7. At periodic intervals no less frequent than annually
and at any time upon the reasonable written request of the
registared pledgee, the lssuer shall send to the registared
pledgee of each uncertificated security a dated written
statement contalning:

a. a description of the issue of which the uncertificated
securlty is a part;

b. the name and address and any taxpayer identiflcation
nymber of the registered owner;

€. the name and address and any taxpayer identification
number of the registered pledgee;

d. the number of shares or units subject to the pledge;
and
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e. a notation of any liens and restrictlions of the Lssuer
and any adverse clalms {as to which the issuer has a duty
under sectlon $54.8403, subgection 4} to which the
uncertiflcated security is or may be subject or a statement
that there are none of those liena, reatrictiona, or adverse
clalms,

8. If the lssuer sends the statements described iIn
subgectlions 6 and 7 at perlodic intervals no less frequent
than quarterly, the issuer is not obliged to send addlitional
statements upon request unless the owner or pledgee requesting
them pays to the issuer the reasonable cost of Furnishing
then.

9. Each statement sent pursuant to this section must bear
a consplcuous legend reading substantially as Follows: “This
statement i3 mecely a record of the rights of the addressee as
of the time of its issuance, Dellvery of this statement, of
itself, confers no rights on the reclpient. This atatement is
neither a negotiable {natrument nor & security,"

Sec. 45. Section $54.9103, subsection 3, paragraph a, Code
1989, is amended to read as Eollows;

4. This subgection applies to accounts {other than an
account described in subsection 5 on mlnerals) and general
intangibles (other thanm uncertificated securities) and to

goods which are moblle and which acte of a type normally used
in more than one jurtsdictlon, such as motor vehicles,
trailers, rolling stock, alrplanes, shipping containers, road
building and construction machinery and commercial hacvesting
machlnery and the like, if the goods are equipment or are
taventory leased or held for lease by the debtor to others,
and are not covered by a certificate of title described in
subsection 2,

Sec. 46. Section 554.9103, Code 1989, is amended by adding
the following new subsection:

NEW SUBSECTION. 6. WUNCERTIFICATED SECURITIES. The law
tincluding the conflict of laws rules) of the jucisdiction of
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organization of the issuer governs the parfectjon and the
eftect of perfection or nonperfection of a securlty interest
in uncertificated securities.

Sec, 47. Section $54.9105, subsection 1, paragraph i, Code
198%, is amended to read as follows:

i1, "“Instrument” means a negotlable lnatrument {(deflined in
section 554.3104), or a certiticated security (defined in
gection 594.8102) or any other Jriting which evidences a rlght
to the payment of money and is not itself a security agreement
or lease and is of a type which is in ordinary course of
business tranaferred by delivery with any necessary
endocsement of assignment;

Sgc. 48. Section 554.9202, subsection 1, Code 1989, s
amended to read as follows:

1. Subject to the proviaions of section 5$54.4208 on the
security interest of a collecting bank, section 554.8321 on
security interests in securities and section 554.9113 on a

security interest arising under the Article on Sales, a
security intergst is not enforceable against the debtor ar
third parties with reapect to the collateral and doea not
attach unlessa:

a. the collateral is in the possession of the secured
party pursuant to agreement, or the debtor has signed a
security agreement which contalns a descclption of the
collateral and Iln addition, when the security interest covers
crops qgrowlng or to be grown or timber to be cut, a
desccelption of the land concernsd; and

b, value has been givan; and

©. the debtor has rights in the collateral.

Bec, 49. Sectlon 554.9302, subsectlon L, paragraph £, Code
1989, is amended to tread as follows:

€. a pecurity lnterest of a collecting bank [(section
554.4208) or_in securities (section §54.8321) or arising under
the Article on Sales (see section 554.9113) or covered in
subsection 3 of this section:
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Sec. 50. Section 554,9304, subsectlona 1, 4, and 5, Code
1989, are amended to read as follows:

). A security intersst in chattel paper or negotiable
documents may be perfected by €iling. A securlty laterest in
money or inetcuments {othet than cecti€jcated gecutities or
instcuments which constitute part of chattel paper) can be
perfected only by the secured party's taking possession,
except as provided in subsections 4 and § of this gection and
section 554,9306, subsectiona 2 and 3, on proceeds.

4. A necurity interest 1n lnstruments fother than
certiflcated securitles) or negotlable documents is perfected
without filing or the taking of possesaion for a pecriod of
twenty-one days from the time it attaches to the extent that

it arises for new value given under a written security
agreenent .

S§. A security interest remains pacfected €or a period of
twenty-one days without fillng where a secured party having a
perfected security [nterest in an instrumeat {other than
certificated securities)., a negottable document or goods in
possesaion of a bailee othar than one who has lssued a

negotiable document therefor

a. makes available to the debtor the goods or documents
representing the goods for the purpose of ultlmate sale oc
exchange or for the purpose of loading, unloadlng, storing,
shipping, tranashipping, manufacturing, processing or
othetwise deallng with them in a manner preliminary to thelr
sale or exchange, but priority between conflleting securlty
interests in the goods is subject to section $54.9312,
subsection 3; or

b. delivers the instrument to the debtor for the purpose
of ultimate sale or exchange or of presaentatlon., collection,
renewal, or registration of transfer.

Sec. %1. Section 554.9305, Code 1989, is amended to read
as follows:
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554,9305 WHEM POSSESSION BY SECURED PARTY PERFECTS
SECURITY INTEREST WITHOUT PILING.

A security interest in lettery of credit and advices of
credit (subsection 2 "a" of section $%4.5116), goods,
instruments f(other than certiflicated securities}, money,
negotiable documents or chattel paper may be perfected by the
secured party's taking possession of the collateral. If such

collateral othar than goods cova}ed by a negotiable document
is held by a bailee, the secured party is deemed to have
podsesaion from the time the bajlee receives notification of
the secured party's Intereat. A security interesat le
perfected by possession from the time posseasion is taken
without celation back and continues only so long as possession
is retained, unless otherwise specifled in this Article., The
security interest may be otherwise perfected as provided in
this Article before or after the period of possession by the
secured party.

Sec. S52. Section 554.9309, Code 1989, is amended to read
as follows:

554.9309 PROTECTION OF PURCHASERS OF INSTRUMENTS ANWD
DOCUMENTS AND SECURITIES.

Hothing in this Article limits the rights of a holder in
due course of 4 negotiable inatrument (sectlon $54.3302) or a
holder to whom a negotiable document of title has been duly
negotiated (section 554.7501) or a bona €i{de purchaser of a
security [section 554:838% 554.8302) and such holders oc
purchasers take priority over an earlier security interest
even though perfected. Filing under thia Article does not
congtitute notice of the security interest to such holders or
purchasers,

Sec. 53. Bectlion 554.9312, subsection 7, Code 1989, is
amended to read as follows:

7. TE future advances are made while &4 security interest

section 554.832]1 on securities, the security intetest has the
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same priority for the purposes of subsection § with respect to
the future advances as it does with respect to the firet
advance. I1f a commitment is made before or while the security
interest is so perfected, the securlty interest has the same
priority with respect to advances made pursuant thereto. In
other cages a perfected wecurity interest has priority from
the date the advance i made.

Sec. $4. Sectlon 554.1201, subsections S, 14, and 20, Code
1989, are amended to read as follows:

S. "Bearer" means the person {n posaession of an
instrument, document of title, or certificated securlity
payable to bearer or endorsed In blank.

14. "Delivery" with respect to Instruments, documents of
title, chattel paper; or cecrtlficated securltles means
voluntary transfer of posseasion.

20. "Holder" meana a person who is In possession of a
document of tlitle or an instrument or an a4 certificated
investment securlty 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 read as follows:

2. Unless otherwise agreed when documents appear on their
tace to comply with the terms of a credit but a required
document does not in Ffact conform to the warrantles made on
negotiation or transfer of a document of title (section
554.7507) or of a certificated security (section 594.8306) oc
is forged or fraudulent or there is fraud in the transaction:

a. the lasuer must honor the draft or demand Eor payment
if honor is demanded by a negotiating bank of or other holder
of the draft or demand which has taken the draft or demand
under the credit and under circumatances which would make it a
holder in due course [section $%4.3302) and in an appropriate
case would make it a person to whom a document of title has
been duly negotiated {section %%4.7502) or & bona fide
purchaser of a certificated security (section 554.8302); and
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b. in all other cases as against its customer, an issuyer
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.
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