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A BILL FOR

1 An Act relating to leases, by providing for leasing agreements,

2 and amending the uniform commercial code by establishing a new
3 article relating to leases.

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Sectlion 1. NEW SECTION. 321.51 TERMINAL RENTAL ADJUST-
MENT CLAUSE -- VEHICLE LEASES THAT ARE NOT SALES OR SECURITY
INTERESTS.

An agreement involving the leasing of a motor vehicle or
trailer does not create a sale or security interest solely
because the agreenmen:t provides for an increase or decrease
adjustment in the rental price of the motor vehicle or trailer
based upon the amount realized upon sale or other disposition
of the motor vehicle or trailer following the termination of
the lease. o

Sec. 2. Section 5%54.1105, subsection 2, Code 1993, is
amended by adding the following new unnumbered paragraph:

NZW UNNUMBERED PARAGRAPH. Applicability of the Article cn

Leases., Sections 554.13105 and 554.13106.
Sec. 3. Section 554.120., subsection 37, Code 1993, is

amended to read as follows:

37. a. "Securlty interest" means an interest in personal
property or fixtures whicnh secures payment or performance of
an obligation. The retention orvr reservation of title by a
seller of goods notwithstanding shipment or delivery to the
buyer (section 554.2401) is limited in effect to a reservation
of a "security interest". The term also includes any interest:
of a buyer of accounts or chattel paper which is subiect to
Article 9. The special property interest of a buyer of goocs
on identification of awen those goods to a contract for sale
ander section 554.2401 is not a "security interest", but a
buyer may also acqulire a "security interest" by complying with
Articie 9, Unless a tease-or consignment is intended as
security, reservation of title thereunder is not a “security
interest”, but a consignment %8 in any event is subject to the
provisions on consignment sales (section 554.2326).

b. Whether a transaction creates a lease is-intended-as or

security interest is te-be determined by the facts of each
case; however, tay-the-tmeinsron-of-an-oprion-ce-purchase-dees

aot-of-rr3eif-make-the-legge-one-intended-for-sacuriby;-and
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tb)-an-agreement-shat-upon-compriance-with-the-termg-of-ene
tease-tne-lessee-shati-become-or-has-the-option-to-beceme-che
owner~of-ehe-preperty~-for-no-additironat-constderation-er-tor-a
neminai-econsideration-dees-make-the-tease-one-intended-for

securtty a transaction creates a security interest if the

consideration the lessee is to pay the lessor for the right to

possession and use of tne goods is an obligation for the term

(1) the original term of the lease is egual to or greater

—

than the remaining economic life of the goods,
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(2) the lessee 15 bound to renew the lease for the

—
V]

remaining economic life of the goods or_is bound to beccme the

(]

owner of the goods,

—
=

(3} the lessee has an option to renew the lease for the

15 remaining economic life of the goods for no additicnal

~

16 consideration or nominal additional consideration upon

17 compliance with the lease agreement, or

ol 18 (4) the lessee has an opt:on to become the owner of the

19 goods for no additionai consideration or nominal additional

20 consideration upon compliance with the lease agreement.

H

21 C. A trarsaction does not create a security interest

22 merely because it provides that

23 (1) the present value of the consideration the lessee is

24 obligated to pay the lessor for the right to possession and

25 use of the goods is substantially equal to or 1s greater than

26 the fair market value of the goods at the time the lease is

27 gﬂtered into,

28 {2) the lessee assumes risk of loss of the goods, or

29 agrees to pay taxes, insurance, filing, recording, or

30 registration fees, or service or maintenance costs with

-

1 respect to the goods,

32 {3) the lessee has an option to renew the lease or to

33 become the owner of the goods,

34 (4) the lessee has an optlon to renew the lease for a
L 35 fixed rent that {s equal to or greater than the reasonably

_2_
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predictable fair market rent for the use of the goods for the

term of the renewal at the time the option is to be performeq,
or

{5} the lessee has an option to become the cowner of the

goods for a fixed price that is equal to or greater than the

reasonaniy predictable fair macrket vaiue of the goods at the

time the option is to be performed.

d. For purposes of thils subsection:
—_— [ S — . . - —

{1) Additional consicderation is not nominal if (i) when

he option to renew the lease Is granted to the lessee the

rent is stated to be the fair market rent for the use of the

goods for the term of the renewal determined &t the time the

option is to be performed, or (1i) when the option to become

the owner of the gqoods is granted to the lessee the price is

stated to be the fair market value of the goods determined a:

the time the option 1s to be performed. Additional

consideration is nominal if it is less than the lessee's

easonapbly predictable cost of performing uncer the lease

agreement if the option 1s not exercised;

(2) "Reasonably predictadble" and "remalning economic life

of the goods” are to be determined with reference to the facts

and circumstances at the time the transaction ig entered into;

and

(3) "Present valuye" means the amcunt as of a date certain

of one or more sums payable in the future, discounted to the

date certain. The discount is deternined by the interest rate

specified by the parties if the rate is rnot manifestily
- . - -— - -

unreasonable at the time the transaction ig entered into;

otherwise, the discount is determined by a commercially

reasonable rate that takes into account the facts and

clrcumstances of each case at the tine the transaction was

entered into,

Sec. 4. Sectlon 554.8113, Code 1993, 1is amended to read as
folliows:

554.9113 SECURITY INTERESTS ARISING UNDEZIR ARTICLE ON SALES

wed
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OR_UNDER ARTICLE ON LEASES.
A security 1lnterest arising solely under the Article on

Sales (Article 2) or the Article on Leases {Article 13) 1is

subject to the provisions of this Article except that to the
extent that and so long as the debtor does not have or does
not lawfully obtain possession of the goods

a. no security agreement is necessary to make the security
interest enforceable; and

b. no filing is required to perfect the security interest;
and

¢. the rights of the secured party on defauit by the

deontor are governed (1) by the Article on Sales (Article 2) in

the case of a security interest arising solely under such

Article or (i1) by the Article on Leases {Article 13) in the

case of 4 security interest arising solely under such Article.
ARTICLE 13
LEASES
PART 1
GENERAL PROVISIONS
Sec. 5. NEW SECTION. 554.1310L SHORT TITLE.

This Article shal: be known and may be cited as the Uniform

Commercial Code - Leases,
Sec. 6. NEW SECTION. 554.,13102 SCOPE.
This Article applies to any transaction, regardless of

forwm, that creates a iease.

Sec. 7. NEW SECTION. 554.13103 DEFINITIONS AND INDEX OF
DEFINITIONS.

1. In this Article unless the context otherwise requires:

a. "Buyer in ordinary course of business" means a person
who in good faith and without xnowledge that the sale to the
person is in violation of the ownershlp rights or security
interest or leasehold interest of a third party in the goods,
buys in ordirary course from a person in the business of
seliing goods of that xiaé but does not include a pawnbroker.

"Buying"” may be for cash or by exchange of other property or

-4 -
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on secured or unsecured credit and includes receliving goods or
documents of title under a preexisting contrac: for sale but
does not include a transfer in bulk or as security for or in
tota! or partial satisfaction of a money debt.

b. "Cancellat:ion” occurs when either party puts an end to
the lease contract for default by the other party.

c. "Commercial unit" means such a unit of geoods as by
commercial usage is a single whcle for purposes of lease and
division of which materiaily impairvs its character or value on
the market or in use, A commercial unit may be a single
article, as a machine, or a set of articles, as a suice of
furniture or a line of machinery, or a quantity, as a gross or
carioad, or any other unit treated in use or in Lne relevant
market as a singie whole,

d. "Conforming” goods or performance under a lease
contract means goods or performance that are in accordance
witn the obligations under the lease contracc.

e. "Consumer lease" means a lease tha: a lessor regularly
engaged in the business of leasing or seiling makes to a
ressee who 1s an individual and who takes under the lease
primarily for a perscnal, family, or household purpcse, 1€ the
total payments to be made under the lease contract, excluding
payments for options to renew or buy, do not exceed the dcilar

amount designated in section 537.1301l, subsection 13.

f. "Fault"” means wrongful act, omission, breach, or
default.
g. "Finance lease"” means a lease with respect to which:

1) the lessor does not select, manufacture, or supp.y the
gcods;

{2) the lessor acquires the goods or the right %o
possession and use of the goods in connection with the lease;
and

{3) one of tne following occurs:

{a) the lessee receives a copy of the contract by which

the lessor acquired the goods or the righ:t to pessession and

%]
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use of the goods before signing the lease contract;

{b) the lessee's approval of the contract hy which the
lessor acgquired the goods or the right to possession and use
of the goods is a condition to effectiveness of the lease
contracc;

(c) the lessee, before signing the lease contract,
recelves an accurate and complete statement designating the
promises and warranties, and any disclalmers of warranties,
limitatiaons or modifications of remedies, or ligquicdated
damages, inciuding those of a third party, such as the
manufacturer of the goods, provided to the lessor by the
perscn suppliying the goods in connection with or as part of
the contract by which the lessor acquired the goods or the
right to possession ard use oOf the goods; or

{dy 1f the lease is not a consumer lease, the lessor,
before the lessee signs the lease conrtract, i1informs the lessee
in writing (i) of the identity of the person supplying the
gocds to the lessor, unless the lessee nhas selected that
person and directed tne lessor to acquire the goods or the
right to possession and use of the goods from that person,
(i11) that the lessee is entitled under this Articie to the
promises and warranties, including those of any third party,
provided to the lessor by the person suppiying the goods 1in
conrection with or as part of the contract by which the lessor
acquired the goods or the right to possession and use of the
goods, and (iii) that the iessee mav communicate with the
person supblying the goods to the lessor and receive an
accurate and complete statement of those promises and
warranties, including any disciaimers and limitations of them
or of remed:ies.

n. "Goods"” means all things that are movable at the time
of identification to the iease contract, or are fixtures
(section 554.13309), but the term dces not 1nclude noney,
docurents, instruments, accounts, chattel paper, general

intangibles, or minerals or the like, including oil and gas,



e L2

before extraction. The term also lncludes the unborn young of
animals.

i. "Installment lease contract"” means a lease contract
that authorizes or requires the delivery of goods in separate
i0ts to be separately accepted, even though the lLease contracet
contains a clause "each delivery 15 a separate ease" or its
equlivalent.

i. "Lease" means a transfer of the right %o possession and
use of goods for a term in return for consideration, but a
sale, 1ncluding a sale on approval or a sale or return, or
retention or creation of a security interest is not a lease.
Unliess the context clearly indicates otherwise, the term
includes a sublease.

k. "Lease agreement" means the bargain, with respect to
the lease, of the lesscr and the lessee in fact as found in
their language or by impiication from other circumstances
inciuding course of dealing or usage of trade or course of
performance as provided in this Article. Unless the contex:
clearly indicates otherwise, %he zerm includes a sublease
agreement, .,

1. "Lease contract" means the total legal cbliigation that
results from the lease agreement as affected by this Article
anc any other applicapble rules of law. Unless the context
clearly indicates otherwise, the term includes a sublease
contract,

m. "Leasehold i1nterest” means the interes: of the lessor
or the lessee under a lease contract.

n. "Lessee" means a person who acquires the right to
possession and use of goods under a lease. Unless the contex:
ciearly indicates otherwise, the zerm includes a sublessee.

0. "Lessee in ordirary course 2f business" means a perscn
wno i1 good faith and without knowledge that the lease to the
person 1s in violation of the ownership rights or securizy
interest or leaseholcd interest ¢f a third party in the gocds

leases in ordinary course from a person 1a the business of
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selling or leasing goods of that kind but does not iInciude a
pawnbroxker. "Leasing" may be for cash or by exchange of other
property or on secured or unsecured credit and includes
receiving goods or documenis of title under a preexisting
lease contract but does not include a transfer in bulk or as
security for or in total cr partial satisfaction of a money
debt.

p. "Lessor" means a person who transfers the right to
nossession and use of goods under a lease., Uniess the contexc
clearly indicares otherwise, the term inciudes a sublessor.

g. "Lessor's residual interest” means the lessor's
interest in the goods after expiration, termination, or
cance_lation of the lease contract.

r. "Lien" means a charge against or interest 1n goods to
secure payrent of a cdebt or performance of an obligation, but
the term does not include a securlity interest,

s. "Lot"™ means a parcel or a single article that s the
subject matter of a separate lease or deiivery, whether or not
1t is sufficient to perform the lease contract.

t. "Merchant lessee" means a lessee that 1s a merchant
with respect to goods of the kxind subject to the lease.

u. "Present value" means tne amount as of a date certain
of one or more sums payable in the future, discounted to the
date certain., The discount is determihed by the interes:t rate
specified by the parties if the rate was not manifestly
unreascnable at the time the transaction was entered into;
otherwise, the discount 1s determined by a commercialiy
reascnabie rate that takes into account the facts and
circumstances of each case at tne time the transacticn was
entered into.

v. "Purchase”" inciudes taxking by sale, Lease, nortgage,
security interesit, pledge, gift, or any other voluntary
transaction creating an interest in goods.

w. “Sublease” nmeans a lease of goods the right to

possession and use of which was acquired by the lesscr as a

-8~
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lessee under an existing lease.

Xx. "Supplier" means a person from whom a lessor buys or
leases goods to be leased under a firance lease.

y. "Supply comtract" means a contract under which a lessor
buys or leases gocds to be leased.

z. "Termlination" occurs when either party pursuant to a
power created by agreement or law puts an end to the lease
contract otherwise than for default.

2. Other definitions applying to this Articlie and the

sections in which they appear are:

[

"Accessions”, Section 554.13310, subsection
"Construction mortgage”, Section 554.13309, subsectior 1,

paragraph "4",

=

"Encumbrance". Section 554.13308, subsection
paragraph "e".

"Fixtures". Section 554.13309, subsection 1,
paragraph "a",

"Fixture filing", Section 554.13309, subsectior 1,

paragraph “"b".

b
-

"Purchase morey lease". Section 554.13309, subsection
paragraph "c'".
3. The following definitions in other Articles apply to
this Article:

“Account". Section 554.9106.
"Between merchants". Sectlion 554.2104, subsection 3.
“Buyer". Section 554.2103, subsection 1,

paragraph "a".
"Chattel paper". Section 5%4.9105, subsection I,
paragraph "b".
"Consumer goods". Section 5%4.9109, subsection 1.
"Document ", Section 554.9105, subsection 1,

paragraph "f".

"Entrusting". Section 554.2403, subsection 3.
"General intangibles". Section 554.9106.
"Good faith". Section 554.2103, subsection 1,

-9=
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paragraph "b".

"Instrument"”. Section 554.9105, subsection 1,
paragraph "i".

“"Merchant". Section 554.2104, subsection 1.

"Mortgage". Section 554.9105, subsection 1,
paragraph "j".

"Pursuant to Sec-ion 554.9105, subsection 1,

commitment®, paragraph "kK".

"Receipt". Section 554.2103, subsection i,

" LL}

varagraph "c".

"CSaie", Section 554.2106, subsection 1.
"Sale on approvai'”. Section 554.2326.
"Sa.e or return'”. Section 5%54.2326.
"Sellier". Section 554.2103, subsection 1,

paragraph "d".

4. In addi.tion, Article 1 contains general definitions and
principles of constructien and interpretation applicable
throughout this Article.

Sec. 8. yEW SECTION. 554.13104 LEASES SUBJECT TO OTHER
LAW,

1. A lease, althcugh subject to this Article, 15 also

1

subiect to any applicable:

a. certificate of title or registration statute of this
state: (including as provided in chapters 321 and 4624);

b. certificate of title statute of another jurisdiction
(section 554..3105); or

c. consumer protection statute of this state, or final
consumer protection decision of a court of this state existing
on trhe effecrive date of this Act.

5> In case of conflict between this Article, other than
sections 554.13105, 554.13304, subsection 2, and 554.13305,

<
-2

N
ubseczion 3, and a s:tatute or decision referred to in
subsection 1, tne statute or decision controls.

3. Failure to comply wirn an appiicable law has oniy <he

effect specified therelin,
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Sec. 9. NEW SECTION. 554.13105 TERRITORIAL APPLICATION
OF ARTICLE TO GOODS COVZIRED BY CERTIFICATE OF TITLE.

Sub‘ect to the provisions of sections 5%4.17304, subsection
3, and 594.13305, subsection 3, with respect to goods covered
by a certificate of title lssued under a statute of this state
or of ancther -“urisdiction, compliance anc the effect of
compliance or noncompliance with a certificate of tiltle
statute are governed by the law (including the conflict of
laws ruies) of the jurisdiction issuing the certificate unt:l
the earller 0f (1) surrencer of the certificate, or (1) four
months after the goods are removed from that jurisdiction and
thereafter unt:l a new certificate of Litle 1is issued by
another Jjurisdictlion.

Sec. 10, NEW SECTION, 554.13106 LIMITATION ON POWER OF
PARTIES TO CONSUMER LEASE TO CHOQSZ APPLICABLE LAW AND
JUDICIAL FORUM.

1. If the law chosen by the parties to a coasumer lease 1S
that of a jurisdiction other than a jurisdiction in which the
lessee res.des at the time the lease agreement‘becomes
enforceabie or within thirty days thereafter or ir which the
goods are to be used, the choice is not enforceable.

2. If the judicial forum chosen by the parties to a
consumer lease is a forum that would not otherw:ise have
jurisdiction over the lessee, the choice s not enforceable.

Sec. 11. NEW SECTION. 554.13.07 WAIVER OR RENUNCIATICN
OF CLAIM OR RIGHT AFTER DEFAULT.

Any claim or right arising out of an alleged default or

breach of warranty may be discharged in wholie or in part
without consideration by a written waiver or renunciation
signed and delivered by the agcrieved party.

Sec. 12. NEW SECTION. 554.13108 UNCONSCIONAZILZITY,.

H If the court as a matter of law finds a lease contract

or any clause of a lease contract o have been unconscionac.e
at the time 1t was macde the court may use tc enforce the

lease contract, or 1t may enforce :the raind of the leace
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contract without the unconscionable clause, or it may so limit
the application of any unconscionable clause as to avoid any
unconscionable result.

2. With respect to a consumer lease, if the court as a
matter of law finds that a lease coniract or any clause of a
iease contract has been induced by unconscionable conduct or
that unconscionrnable conduct has occurred in the coilection of
a claim arising from a lease contract, the court may grant
appropriate relief.

3. Before making a finding of uncconscionability under
subsection 1 or 2, the court, on its own motion or that of a
party, shall afford the parties a reasconable opportunity to
present evidence as to the setting, purpose, and effect of the
lease contract or clause thereof, or of the conduct.

4. 1In an action in which the lessee claims
unconscionability with respect to a consumer lease:

a. If tne court f£inds unconscionability under subsection 1
or 2, the court shail award reasonable attorney's fees to the
lessee.

b. If the court does not find uncenscionability and the
lessee claiming unconscionability has brought or maintained an
action that the lessee knew to be groundless, the court shall
award reasonable attorney's fees to the party acainst whom the
claim is made.

c. In determining attorney's fees, the amount of the
recovery on benalf of the claimant under subsections 1 and 2
1s not controiling.

Sec. 13. NEW SECTION. 554.13109 OPTION TO ACCELERATE AT
WILL.

1. A term providing that one party or the party's
successor 1n interest may accelerate payment or performance or
reguire collateral or additioral collateral "at will" or "when
the party deems the party insecure" or in words of similar
import must be construed to mean that the party has power LG

do so oniy 1f the party in good faith believes that the

_;2-.-
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prospect of payment or performance is impaired.

2. With respect to a consumer lease, the burden of
establisnhing gooé faith under subsection 1 is on the party who
exercised the power; otherwise the burden of establishing lack
0f good faith is on the party against whom the power has been
exercised.

PART 2
FORMATION AND CONSTRUCTION QOF LEASE CONTRACT

Sec. 14. NEW SECTION. 554.13201 STATUTE OF FRAUDS.

1. A lease contract is not enforceable by way ol action or
defense unless:

a. the total payments to be made under the lease contrack,
exciuding payments for options Lo renew or buy, are less than
ore thousand dollars; or

b. there is a writing, signed by the party against whom
enforcement 1s sought or by that party's authorizecd agent,
sufficient to indicate that a lease contract has been made
between the parties and to describe the goods Ieased and the
lease term.

2. Any description of leased goods or of the lease term 1s
sufficient and satisfies subsection 1, paragraph "b", wnetner
or not it is specific, if it reasonably 1dentifies what is
described.

3. A writing is not insufficient because it omits or
incorrect:y states a term agreed upon, but the lease contract
is not enforceable under subsection 1, paragraph "b", bevond
the lease term and the quantity of goods shown in the writing.

4. A lease contract that does not satisfy the requirements
of subsecticon 1, but which is valid in other respects, is
enforceable:

a. 1f the goods are to be specially manufactured or
obraired tfor the lessee and are not sultable for lease or saie
to others in the ordinary course of tnhe lesscr ‘s business, and
the lessor, before notice of repudiation is received and under

circumstances that reascnably indlcate that the gcods are for
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the lessee, has made either a substantial beginnirg of thelr
manufacture or commitments for their procurement;

b. if the party against whom enforcement is sought admits
in that party's pleading, testimony or otherwise in cour%t that
a lease contract was made, but the lease contract is not
enforceable under this provision beyond the quantity of goocds
admitted; or

c. with respect to goods that have been received and
accepted by the lessee.

5. The lease term under a lease contract referred to ir
subsection 4 1is:

a. 1f there 1s a writing signed by the party against whom
enforcement is sought or by that party's authorized agent
specifying the lease term, the term so specified;

b. 1if the party against whom enforcement is sought admits
in that party's pleading, testimony, or otherwise in court a
lease term, the term s$o admitted; or

c. a reasorable lease term.

Sec. 15, NEW SECTION. 554.13202 FINAL WRITTEN EXPRESSION
- PAROL OR BEXTRINSIC EVIDENCE.

Terms with respect to which the confirmatory memoranda cf

the parties agree or which are otherwise set forth in a
writing intended by the parties as a final expression of their
agreement with respect to such terms as are included therein
may not be contradicted by evidence of any prior agreenment or
of a contemporaneous oral agreement but may be explained or
supplemented:

1. by course of dealing or usage of trade or by course of
performance; and

2. by evidence of consistent additional terms unless the
court finds the writing to have been intended aiso as a
complete and exclusive statement of the terms cf &the
agreenent,
Sec. 16. NEW SECTION. 554.13203 SEALS INOPERATIVE.

The affixing of a seai to a writing evidencing a lease

-1_4_
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contract or an offer to enter into a lease contrac* does not .

render the wrizlng a sealed instrument the law witn

and
respect to sealed 1nstruments does not apply tc the lease

LN v

contract or offer.
Sec. 17. NEW SECTION. 554.13204 FORMATION IN GENERAL,.

-

1. A lease contract may be made in any manner sufficient

to show agreement, including conduct by both parties which
recognizes the existence of a lease contract.

2. An agreement sufficient to constitute a lease contrack

pot

may be found although the moment of its making is

-

[ R ¢ e AT v )

undetermined.

-

3. Aithough one or more terms are left open, a lease

contract does not fail for indefiniteness 1f the parties have

e
Mo VYR S

intended to make a lease contract and there is a reasonably

—

certain basis for giving an appropriate remedy.
Sec. 18. NEW SECTION. 554.13205 FIRM OFFERS.

An offer by a merchant to lease goods to or from another

»

—
(92}

——
~J

person in a signed writing that by its terms gives assurance

[
¢ 9]

-

-

1t will be held open is not revocable, for lack of

o
o

consideration, during the time stated or, if no time is
stated, for a reasonable time, but in no event may the pericd
of irrevocability exceed three months. Any such term of
assurance on a form supplied by the offeree must be separately
signed by the offeror.

Sec. 19. NEW SECTION. 554.13206 OQFFER AND ACCEPTANCE IN
FORMATION OF LEASE CONTRACT.

A S S L B oY)
oL W M

|25 B AN
~

1. Unless ofherwise unambilguously indicated by <he
language or circumstances, an offer to make a lease contract
must be construed as inviting acceptance in any manner and by
any medium reascnable In the circumstances.
2. If the beginring of a requested performance is a
reasonrable mode of acceptance, arn offeror whe is not notified
nf acceptance within a reasonaple time may treat the offer as
hkaving lapsed before acceptarce.
Sec. 20. NEW SECTION. 554.13207 COURSE OF PERFORMANCE OR .
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PRACTICAL CONSTRUCTION.

1. TIf a lease contract involves repeated occasions for
performance by either party with xnowledge of the nature of
the performance and oppeortunity for objection to it by the
other, any course of performance accepted or acquiesced in
without objection 1s relevant to determine the meaning of the
lease agreement.

2. The express terms of a lease agreement and any course
of performance, as well as any course of dealing and usage of
trade, must be cons:trued whenever reasonable as consistent
with each other; but if that construction 1s unreasonable,
express terms control course of performance, course of
performance controis both course of dealing and usage of
trade, and course of dealing controls usage <f trade.

3. Subject to the provisions of section 554.13208 on
modification and waiver, course of performance is relevant to
show a walver or modification of any term inconsistent with
the course of performance.

Sec. 21. NEW SECTION. 554.13208 MODIFICATION,
RESCISSION, AND WAIVER.

1. An agreement modifying a lease contract needs no
consideration to be binding.

2. A signed lease agreement that excludes modification or
rescission except by a signed writing may not be otherwise
modified or rescinded, but, except as between merchanrts, such
a requirement on a form supplied by a merchant must be
separately signed by the other party.

3. Although an attempt at modification or rescission deoes
not satisfy the requirements of subsection 2, it may operate
as a waiver.

4. A party who has made a waiver affecting an executory
portion of a lease contract may retract the waiver by
reasorabie notificaticn received by the other party that
strict performance will be required of any term waived, unless

the retraction would be uniust in view of a material change of

-i6-
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position in reliance on the waiver,

Sec. 22. NEW SECTION, 554.:3209 LESSEE UNDER FPINANCE
LEASE AS BENEFICIARY OF SUPPLY CONTRACT.

1. The benefit of a supplier's promises to the lessor
under the suppiy contract and of all warranties, whether
express or inplied, includirg those of any third party
provided in conrecrnion with or as part of the supply contrace,
extends to the lessee to the extent of the lessee's leasenold
interest under a finance lease related to tne supply contract,
but is subject to the terms of the warranty and of the supply
contract and ail defenses or claims arising therefrom.

2. The extensior of the benefit of a suppiier's promises
and of warranties to the lessee under subsection 1 does not:
(1) modify the rights and obligations of the parties to the
sSuppiy contract, whether arising therefrom or otherwlse, or
{ii) impose any duty or liability under the supply contracti on
the lessee.

3. Any modification or rescissicen of the supply contract
by the supplier and the lessor is effecilve between the
supplier and the lessee uniess, before the modification or
rescission, the supplier has received notice that tne ilessee
has entered 1nto a finance lease related to the suppiy
contract. If the modification or rescission is effective
between the supplier and the lessee, the lessor (s deemed to
have assumed, ir addition to the obligations of the lessor to
the lessee under the lease contract, promises of the supplier
to the lessor and warrantles that were so medified or
rescinded as thney existed anrd were available to the lessee
betore modification or rescission.

4. In addition to the extension of the penefit of the
supplier's promises and of warranties zo the lessee under
subsection 1, the lessee retains ail richts that the lessee
may have against the supp:iier which arise from an agreenment
between the lessee and the supplier or under otner law.

Sec. 23. NzW SEZCTION., 554.13210 EXPRESS WARRANTIES.
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1. Express warranties by the lessor are created as
follows:

a. Any affirmation of fact or promise made by the lessor
to the lessee which relates to the goods and becomes part of
the basis of the bargain creates an express warranty that the
goods will conform to the affirmation or promise.

b. Any description of the goods which is made part of the
basis of the bargain creates an express warranty that the
goods will conform to the description.

c. Any sampie or model that is made part of the basis of
the bargain creates an express warranty that the whole of the
goods will conform tc the sample or mode:l.

2. It 1s not necessary to the creatlion of an express
warranty that the lessor use formal words, such as "warrant"”
or "guarantee," or that the lessor have a specific intentlon
to make a warranty, but an affirmation merely of the value of
the goods or a statement purporting to be merely the lessor's
opinion or commendation of the goods does not create a
warranty.

Sec. 24. NEW SECTION. 554.13211 WARRANTIES AGAINST
INTERFTERENCE AND AGAINST INFRINGEMENT -- LESSEE’S OBLIGATION
AGAINST INFRINGZIMENT.

1. There is in a lease contract a warranty that for the

lease term no person holds a claim to or interest in the goods
that arose from an act or omission of the lessor, other than a
claim by way of infringement or the like, which will interfere
with the lessee's enjoyment of its leasehold interest.

2. Except in a finance lease there is in a lease contract
by a lessor who is a merchant regularly dealing in gcods of
the kind a warranty that the goods are delivered free of the
rightful claim of any person by way of infringement or the
like,

3. A lessee who furnishes specifications to a lessor or a
supplier shall hold the lessor and the supplier harmless
against any c¢laim by way of infringement or the like that

_:_8.—
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arises out of compliance with the specifications.
Sec. 25. NEW SECTION, 554.13212 IMPLIED WARRANTY OF
MERCHANTABILITY.

1. Except in a finance lease, a warranty thaz the goods

wiil pe merchantable is implied in a lease contract 1f the
lessor is a merchant with respect to gocds of that kingd.

2. Goods to be merchantable must be at least such as

a. pass without objection in the trade under the
description 1n the lease agreement;

b. in the case of fungible goocs, are of fair average
qual:ity within the description;

c. are fit for the ordinary purposes for which goods of
that type are used;

d. run, within the variaticn permitted by the lease
agreemert, of even kind, quaiity, and quantity within each
unit and among all units invoived;

e. are adeguately contained, packaged, and labeled as the
lease agreement may require; and

f. conform to any promises or affirmations of fact made on
the container or label.

3. Other implied warranties may arise from course of
dealing or usage of trade.

Sec. 26. NEW SECTION. 554.13213 IMPLIED WARRANTY OF
FITNESS FOR PARTICUIL.AR PURPOSE.

Except in a finance lease, if the lessor at the time the

lease contract is made has reason to «now of any particular
purpose for which the goods are required and that the lessee
1s relying on the lessor's skill or judgment to select or
firnish sultable goods, there 1s in the lease contract an
implied warranty that the goods will be £it for that purpose.

Sec. 27. NEW SEZCTION. 554.13214 EXCLUSION OR
MODIFICATION OF WARRANTIES.

i. Words or conduic:t relevant ¢ the creaticn of an express

warranty and words cr conduct tending to negate or limit a

warranty must be construed wherever reasonable as consistent

..‘_9_
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witnh each other; but, subject to the provisions of section
554.13202 on parol or extrinsic evidence, negation or
limitation is inoperative to the extent tha:z the construction
1s unreasonable.

2. Subject to subsection 3, to exclude or modify the
implied warranty of merchantability or any part of it the
fanguage must mention "merchantability", be by a writing, and
be conspicuous. Subject to subsection 3, to exclude or medify
any implied warranty of fitness the exciusion must be by a
writing and be conspicuous. Language to exclude all implied
warranties of fitness ig sufficient if it is in writing, Ls
conspicuous and states, for example, "There is no warranty
that the goods will be fit for a particular purpose”.

3. Notwithstanding subsection 2, but subjiect to subsectlon
4,

a. unless the circumstances indicate otherwise, all
implied warranties are exciuded by expressions like "as is,”
or "with all faults,” or by other language that 1in common
understanding calils the lessee's attention to the exclusion of
warranties and makes plain that there is no implied warranty,
1f in writing and conspicuous;

b. 1f the lessee before entering into the lease contract
has examined the goods or the sample or modeil as fully as
desired or has refused to examine the gocds, there is no
implied warranty with regard to defects that an examination
ought in the circumstances to have revealed; and

c. an implied warranty may also be excluded or modified by
course of dealing, course of performance, or usage of trace.

4. To exclude or modify a warranty against interference or
against infringenient (sectiorn 554.13211) or any part of it,
the language must be specific, be by a writing, and pe
conspicuous, unless the cilrcumstances, including course of
performance, course of dealing, or usage of trade, give the
lessee reason to know that the gcods are being leased subject

to a claim or 1nterest of any perscn.
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Sec. 28. NEW SECTION. 554.13215 CUMULATION AND CONFLICT
OF WARRANTIES LEXPRESS OR IMPLIED.

Warranties, whether express or Impiied, must be construed
as consistent with each other and as cumulative, but if that
construction is unreasonable, the intention of the parties
determines which warranty is dominant., In ascertaining that
intention the follcocwing rules apply:

I. Exact or technical specifications displace an
inconsistent sample or model or general language of
description.

2. A sampie from ar existing bulk displaces irnconsistent
general languace of description.

3. Express warranties displace inconsistent implied
warranties other than an implied warranty of fitness for a
particuiar purpose.

Sec. 29. NEW SECTION. 554.13216 THIRD-PARTY
BENEFICIARIES OF EXPRESS AND IMPLIED WARRANTIES.

A warranty to or f£for the benefit of a lessee under this
Article, whether express or implied, extends to any person who
may reasonably be expected to use, consume, or be affected by
the goods and who 1s injured by breach of the warranty. The
operation of this section may not be excluded, modified, or
limited with respect to injury to the person of an individual
to whom the warranty extends, but an exclusion, modificaticn,
or limitation of the warranty, including any with respect to
rights and remedies, effective against the lessee is also
effective against the benef:iciary designated under this
section,

Sec. 30. NEW SECTION. 554.13217 IDENTIFICATION.

Identification of goods as geoods 2o which a lease contract
refers may be made at any time and in any manner explicitly
agreed %o by the parties. In the absence of explicit
agreement, ldenrt:i:fication occurs:

1. when the lease contracr is made :f the lease cocntract

is for a lease of goods that are existing and Iden:tifled;
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2, when the goods are shipped, marked, or otherwige
designated by the lessor as goods to which the lease contract
refers, Lf the lease contract is for a lease of goods that are
not existing and identified; or

3. when the young are conceived, if the lease contract is
for a lease of unborn young of animals.

Sec. 31. NEW SECTION. 554.13218 INSURANCE AND PROCEZEDS.

1. A lessee obtains an insurable interest when existing

qoods are identified to the lease contract even though the
goods 1dentified are nonconforming and the lessee has an
option to reject them.

2. 1f a lessee has an insurable interest only by reason of
the lessor's identification of the goods, the lessor, until
default or insolvency or notification to the lessee that
identification is final, may substitute other goods for those
identifled.

3. Notwithstanding a lessee's insurable interest under
subsections 1 ard 2, the lessor retains an insurable interest
until an option to buy has been exercised by the lessee and
risk of loss has passed to the lessee.

4. Nothing in this section impairs any insurable interest
recognized under any other statute or tule of law.

5. The parties by agreement may determine that one or more
parties have an obligation to obtain and pay for insurance
covering the goods and by agreement may determine the
beneficiary of the proceeds of the insurance.

Sec. 32. NEW SECTION. 554.13219 RISK OF LOSS.

1. Except in the case of a finance lease, risk of loss 1is
retained by the lessor and does not pass to the lessee. In
the case of a finance lease, risk of loss passes to the
lessee,

2. Subject to the provisions of this Article on the effect
of default on risk of loss (sectlion 554.13220), 1f risk of
loss 1s to pass to the lessee and the time of passage 1s not

stated, the following rules apply:

__22_.
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a. If the lease contract requires or authorizes the gcods
to be shipped by carrier

(i} and it does not require delivery at a particular
destination, the risk of loss passes to the lessee when the
gcods are duly delivered to the carrier; but

(2) 1f it does require delivery at a particular
destination and tne gocds are there duly tendered while in the
possession of the carrier, the risk of loss passes to the
lessee when the goods are there duly so tendered as to enable
the lessee to take delivery,

b. If the goods are neld by a bailee to be delivered
without being moved, the risk of loss passes to the lessee on
acknowledgment by the bailee of the lessee's right to
possession of the goods.

€. In any case not within paragraph "a" or "b", the risx
of loss passes 0 the lessee on the lessee's receipt of the
goods 1if the lessor, or, in the case of a finance lease, the
supplier, 1s a mercnant; otherwise the risk passes 2o the
lessee on tender of delivery.

Sec. 33. NEW SECTION. 554.13220 EFFECT OF DEFAULT ON
RISK OF LOSS.

1. Where risk of loss 1s to pass to the lessee and the
time of passage is not stated:

a. If a tender or delivery of goods so fails to conform to
the lease contract as to give a rignt of rejection, the risk
of their loss remains with the lessor, or, in the case of a
finance lease, the supplier, until cure or acceptance.

b. If the lessee rightfully revckes acceptance, the
lessee, to the extent of any deficlency in the iLessee's
effective insurance coverage, may treat the risk of loss as
having remained with the lesscr f£rom the begirning.

2. Whether or noz risk of loss is to pass to the lessee,
tf the lessee as to conforming goods already identified to a
iease contract repudiates or is otherwise n default under cthe

lease contract, the lessct, or, in zhe case o9f a finance

_23_
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lease, the supp:ier, to the extent of any deficiency in the
lessor's or supplier's effective insurance coverage may treat
the risk of loss as resting on the lessee for a commercially
reasonable time.

Sec., 34. NEW SECTION. 554,13221 CASUALTY TC IDENTIFIED
GOODS.

If a lease contract requires goods identified when the

lease contract is made, and the goods suffer casualty without
fault of the lessee, the lessor or the supplier before
delivery, or the goods suffer casualty before risk of loss
passes to the lessee pursuant to the lease agreement or
section 554.132.9, then:

1. 1if the loss is total, the lease contract is avoided;
and

2. 1f the loss is partial or the goods have so
deteriorated as to no longer conform to the lease contract,
the lessee may nevertheless demand inspection and at the
lessee's option either treat the lease contract as avoldead or,
except in a finance lease that is not a consumer lease, accept
the goods with due allowance from the rent payable for the
balance of the lease term for the deterioration or the
deficiency in quantity but without further right against the
lessor.

PART 3
EFFECT OF LEASE CONTRACT

Sec. 35. NEW SECTION. 554.13301 ENFORCEABILITY OF LEASE
CONTRACT.

Except as otherwise provided in this Article, a lease

contract i1s effective and enforceable according to its terms
between the parties, against purchasers of the goods and
against creditors of the parties.

Sec. 36. NEW SECTION. 554.13302 TITLE TQO AND POSSESSION
OF GOODS.

Except as otherwise provided in this Article, each

provision of thnis Article app:ies whether the lessor or a

-24-
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third party has title to> the goods, and whether the lessor,
the .essee, or a third party nas possession of the goods,
notwithstanding any statute or rule of law that possession or
the -bsence of possession is fraudulent,

Sec. 37. NEW SECTION. 554.13303 ALIENABILITY OF PARTY'S
INTEREST UNDER LEASE CONTRACT OR OF LTSSOR'S RESIDUAL INTEREST
IN GOODS; DELEGATION OF PERFORMANCE: TRANSFER OF RIGHTS.

1. As used in this section, "creation of a security

interest" includes the sale of a lease contract that 1is
subject to Article 9, Secured Transactions, by reason cf
section 554.9102, subsection 1, paragrapn "b".

2. Except as provided in subsections 3 and 4, a provision
in a lease agreement which (1) prohibits the voluntary or
involuntary transfer, inciuding a transfer by sale, sublease,
creation or enforcement of a securlity 1lnzerest, or attachment,
levy, or other ijudicial process, of an interest of a party
under the lease contract or of the lessor's residual interest
1n the goods, or (ii) makes such a transfer an event of
default, gives rise to the rignts and remedies provided in
subsection 5, but a transfer that iIs prohibited or is an event
of default under the lease agreement is otherwise effective.

3. A provision in a lease agreement which (1) pronibits
the creation or enforcement of a securlty inzerest in an
interest of a party under the lease c¢ontract or in the
lessor's residual interest 1n the goods, or (11) makes such a
transfer ar event of default, 1s not enforceable uniess, and
then only to the extent that, there is an actual transfer by
the lessee of the lessee’'s richt of possession or use of the
goods 1n violation of the provision or an actual delegation of
a material performance of either party to the lease contract
in violation of the provision. Neither the granting nor &tne
enforcenent of a security interest in (1) the lessor's
1nterest under the lease contract o
regidual interest in the goods is a transfer that materially
Lepairs the prospect of optaining r

pes

_.25-
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materially changes the duty of, or materially increases the
burden or risk imposed on, the lessee within the purview of
subsection 5 unless, and then only to the extent that, there
is an actual delegation of a material performance of the
lessor.

4. A provision in a lease agreement which {i1) prohibits a
transfer of a right to damages for default with respect to the
whole lease contract or of a rignt to payment arising out of
the transferor's due performance of the trarsferor’'s entire
obligation, or (11i) makes such a trarsfer an event of default,
is not enforceable, and such a transfer is not a transfer that
materially impairs the prospect of obtaining return
performance by, materially changes the duty of, or materially
increases the burden or risk imposed on, the other party to
the lease contract within the purview of subsection 35,

5. Subject to subsections 3 and 4:

a. 1f a transfer (s made whicn is made an event of default
under a lease agreement, the party to the lease contract not
maklng the transfer, unless that party waives the default or
otherwise agrees, has the rights and remedies described in
section 554,13501, subsection 2;

b. 1if paragraph "a" i1s not applicable and if a transfer 1is
made that (i) is prohibited under a lease agreement or (11l)
materially impairs the prospect of obtaining return
performance by, materially changes the duty of, or materially
increases the purden or risk imposed on, the other party to
the lease contract, unless the party not maxing the transfer
agrees at any time to the transfer in the lease contract or
otherwise, then, except as limited by contract, (1) the
transferor is lilable to the party not making the transfer for
damages caused by the transfer to the extent that the damacges
could not reasonably be prevented by the party not making the
transfer and (il1) a court having jurisdiction may grant other
appropriate reilef, lncluding cancellation of the lease

contract cr an injunction against the transfer.,

_26_
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6. A transfer of "the lease" or of "all my rights under
the lease", or a transfer in similar general terms, 1S a
transfer of rights and, unless the lianguage or the
circumstances, as 1n a transfer for security, indicate the
conttrary, the transfer is a delegation of dutles by the
transferor to the transferee. Acceptance by the transferee
constitutes a promise by the transferee to perform those
duries. The promise is erforceable by either the transferor
or the other party to the lease contract.

7. Unless otherwise agreed by the lessor and the lessee, a
de_egation of performance does not relieve the transferor as
against the other party of any duty to perform or of any
liability for defaulr.

8. In a consumer lease, to prohibit the transfer of an
interest of a party under the lease contract or to make a
transfer an event of defaul:, the language must be specific,
by a writing, ané conspicuous.

Sec. 38. NEW SECTION. 554.13304 SUBSEQUENT LEASE OF
GOODS BY LESSOR.

1. Subject to section 554.13303, a subseguent lessee from
a lessor of goods under an existing lease contract obtains, Lo
the extent of the leasehold interest transferred, the
leasehoid interest in the goods that the lessor had or had
power to transfer, and except as provided in subsection 2 and
section 554.13527, subsection 4, takes subject to the existing
lease contract. A lessor with voidable title has pcwer to
transfer a good leasehold interest to a good Zaith subseguent
lessee for value, but only to the extent set forth in the
preceding sentence. 1f goods have been delivered under a
transaction of purchase, the lessor has that power even
though:

a. the lessor's transferor was deceived as to the l1dentity
of the lessor;

b. the delivery was in exchange for a checx which is lazer
dishonored;
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c. 1t was agreed that the transaction was to be a "cash
sale"; or

d. the delivery was procured through fraud punishable as
larcenous under the criminal law.

2. A subsequent lessee in the ordinary course of business
Erom a lessor who i1s a merchant dealing in gcods of that kind
to whom the goods were entrusted by the existing lessee of
that lessor before the interest of the subsequent lessee
became enforceable againsi that lessor obtains, to the extent
of the leasehold interest transferred, all of that lesscr's
and the existing lessee's rights to the goods, and takes free
of the existing lease contract.

3. A subseqguent lessee from the lessor of gcods that are
subiect to an existing lease contract arnd are covered by a
certificate of title issued under a statute of this state or
of another jurisdiction takes no greater rights tnan those
provided both by this section and by the certificate of titie
statute,

Sec. 39. NEW SEZCTION. 554.13305 SALEZ OR SUBLEASE OF
GOODS BY LESSEE.

1. Subject to the provisions of section 554.13303, a buyer

or sublessee from the lessee of goods under an existing lease
contract obtains, to the extent of the interest transferred,
the leasehold interest in the goods that the lessee had or had
power to transfer, and except as provided in subsection 2 and
section 554.13511, subsecilion 4, takes subiect to the existing
lease contract. A lessee with a voidable leasehold interest
has power to transfer a good leasehcld interest to a good
faith buyer for value or a good faith sublessee for value, but
only o the extent set forth in the preceding sentence. Wwhen
goods have been delivered under a transaction of lease the
lessee has that power even though:

a. the lessor was deceived as to the identity of the
lessee;

b, the delivery was in exchange for a check which Is later

~28-
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dishonored; or ‘

c. the delivery was procured through fraud purisnable as
larcenous under the criminai law.

2. A buyer in the ordinary course of business or a
sublessee in the ordinary course of business from a lessee who
is a merchant dealing in goods of that kind to whom the goods
were entrusted by the lessor obtains, to the extent of the
interest transferred, all of the lessor's and lessee's rights
to the goods, and takes free of the exisiting lease coatracc:.

3. A buyer or sublessee from the lessee of goods that are
subject to an existing lease contract and are covered by a
certificate of title issued under a statute of this state or
of another jurisdiction takes no greater rights than those

provided both by this section and by the certificate of title

statute.
Sec. 40. NEW SECTION. 554.13306 PRIORITY OF CERTAIN
LIENS ARISING BY QPERATION OF LAW.
If a person in the ordinary course of the person's business ’

furnishes services or materials with respec: to g9oods subject
to a lease contract, a lien upon those goods in the possession
of that person given by statute or rule of law for those
materials or services takes priority over any interest of the
lessor or lessee under the lease contract or this Article
unless the lien is created by statute and the statute provides
otherwise or unless the lien is c¢reated by rule of iaw and the
rule of law provides otherwise.

Sec. 41. NEW SECTION. 554.13307 PRIORITY OF LIENS
ARISING BY ATTACHMENT OR LEVY ON, SECURITY INTERZSTS IN, AND
OTHER CLAIMS TO GOODS,

1. Except as otherwise provided in section 554.13306, a
creditor of a lecsee takes subject to the lease contrac

2. Except as otherwise provided in subsections 3
In sections 554.123306 and 554.13308, a creditor of a le

takes subject to the lease contract unliess:
a. the creditor nolds a lien that attacned to the goods .
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before the lease contract became enforceable,

e

b. the creditor holds a security interest in the goods and
the lessee did not give vaiue and receive delivery of the
goods without knowledge of the security interest; or

c. the creditor holds a security 1lnterest in the goods
wnich was perfected (section 554.9203) before the lease
contract became enforceable.

3. A lessee 1n the ordinary course of business takes the

leasehold interest free of a security interest in the goods

RV R SR R Y, B -SSP O
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created by the lessor even though the security interest 1s
perfected (section 554.9303) and the lessee knows of its

e
[

existence.
4. A lessee other than a lessee in the ordinary course of

§ot
Lt

business takes the leasehold interest free of a security

interest to the extent that 1t secures future advances made

—
N

16 after the secured party acqu.res krowledge of the lease or

+

17 more than forty-five days after the lease contract becomes

18 enforceable, whichever first occurs, unless the future

19 advances are made pursuant to a commitment entered into
20 without knowledge of the lease and before the expiration of

21 the forty-five day period.

22 Sec, 42. NEW SECTION. 554,13308 SPECIAL RIGHTS OF
23 CREDITORS.
24 1. A creditor of a lessor in possession of goods subject

25 to a lease conrtract may treat the lease contract as void if as
26 against the creditor retention of possessicn by the lessor 1s
27 frauduient under any statute or rulie of law, but retention of
28 possession in good faith and current course of trade by the

29 iessor for a commercially reasonable time after the lease

30 contract becomes enforceable s not fraudulent.

31 2. Nothing in this Article impairs the rigncs of creditors
32 of a lessor if the lease con:ract (i) beccmes enfcrceable, nown
32 1n current course of trade but in satisfaction of or as

34 security £or a preexisting claim for money, security, or the

35 like, and (ii) is made under circumstances which under any
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statute or rule of law apart from this Article would
constitute the transaction a fraudulent transfer or voidable
preference.

3. A creditor of a seller may treat a saie or an
identificaction of goods %o a contract for sale as void if as
agairs® the creditor rerention of possessicn by the sellier is
fraudulert under any statute or rule of law, but retention of
possession of the goods pursuant tc a lease contract entered
into by the seller asg lessee and the buyer as lessor In
connection with the sale or identification of the goods 1s not
fraudulent if the buyer pbought for value and in good f{aith.

Sec. 43. NEW SECTION. 554.13309 LESSOR'S AND LESSEE'S
RIGHTS WHEN GOOCDS BECOMZ FIXTURLS.

1. In this section:

a. qgoods are "fixtures" when they become s0 related to
particular real estate that an interest in them arises under
real estate law;

pb. a "fixture £filing" is the £iling, in the offlce where a
nortgage on the real estate would be filed or recorded, of a
financing statement covering goods that are or are to become
fixtures and conforming to the requirements of section
554.,9402, subsection 5;

c. a .ease is a "purchase money lease" unless the lessee
has possession or use of the goods or the right to posszssion
or use of the goods before the lease agreement is enforceable;

d. a mortgage 1s a "cons:truction mortgage" to the extent
1t secures an obligation incurred for the construction of an
improvement on land including the acguisition cost of the
land, 1f the recorded writing so indicates; and

e. "encumbranrce" 1ncludes real estate moritgaces and other
liens on real estate and ali other rights in real estate that
are Aot ownersnip interests.

2. Under tnis Article a lease may be of goods
fixtires or may continue In goods that become f£ixta | no

lease exists uncder this Article of ordinary pul:ding materials
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incorporated into an improvement on land.

3. Thils Art:icle does not prevent creation of a lease of
fixtures pursuant to real estate law.

4. The perfected interest of a lessor of fixtures has
priority over a conflicting interest of an encumbrancer or
owner of the real estate if:

a. the lease is a purchase money lease, the conflicting
interest of the encumbrancer or owner arises before the goods

become fixtures, the interest of the lessor is perfected by a

=Y =R - R R N R S

fixzure £iling before the goods become {ixtures or within ten

(]

days thereafter, and the lessee has an interest of record in
the real estate or is 1n possession of the reali estate; or

b. the interest of the lessor 1s perfected by a fixture
filing before the interest of the encumbrancer or owner is of
record, the lessor's interest has priority over any
conflicting interest of a predecessor in title of the
encumbrancer Qr owner, and the lessee has an interest of

record in the real estate or is in possession of the real

O R T e i = T SR SR
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estate.
5. The interest of a lessor of fixtures, whether or not

[ I 0
Lol e

perfected, has priority over the conflicting interest of an

encumbrancer or owrer of the real estate if:

~J
4]

a. the fixtures are readily removable factory or office

[SS W
- VS

machines, readily removable equipment that is not primarily

used or leased for use in the operation of the real estate, ov

[ IV
[o AT ¥

readily removable replacemen:zs of domestic appliances that are
goods subject to a consumer lease, and before the goods become

fixtures the lease contract is enforceable; or

[ B S
o -

p. the conflicting interest is a lien on the real estate
obtained by legal or equitable proceedings after the lease
contract is enforceaple; or

Cc. +the encumbrancer or owner has consented in wrlting to

WS R U I VO S |
N L~ Ve

the lease or has disclaimed an interest in the goods as

L

(48]
I

fixtures: or

S
-

[
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d. the lessee has a right to remcve the goods as agains

_32_
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the encumbrancer or owner. If the lessee's right to remove
terminates, the priority of the interest of the lessor
continues for a reasonavle time.

6 Notwithstanding subsection 4, paragraph "a", but
otherwise subject to subsections 4 and 5, the interest of a

essor of filxtures, including the lessor's residual 1nterest,
1s subordinate to the conflicting interest of an eacumbrancer
of the real estate under a constructlion mortgage recorded
vefore the goods pecome fixtures Lf the goods become fixtures
belore the completion of the construction, To the extent
given to refinance a construction mortgage, the conflicting
interest of an encumbrancer of the real estate under a
mortgage has this priority to the same extent as the
encumbrancer of the real estate under the construction
mortgage.

7. In cases not within the preceding subsections, priority
between the interest of a lessor of fixtures, inciuding the
lessor's residual interest, and the corflicting interest of an
encumbrancer or owner of the real estate who 18 n0t the lessee
is determined by the priority rules governing confiicting
1interests in real estate.

8. If the interest of a lessor of fixtures, ilncludirg the
lessor's residual Interest, has priority over all conflicting
interests of all owners and encunmbrancers of the real estate,
the lessor or the lessee may (i) on default, expiration,
termination, or cancellation of the lease agreement but
subject to the lease agreement and this Article, or (ii) if
recessary to enforce other rights ané remedies of the lessor
or lessee under this Article, remove the goods from the real
estafte, free and clear of all conflicting interests of all
owners and encumbrancers of the real estate, but the lessor or
lessee must reimburse any encumprancer or owner of the real
estare who 1S nct the lessee and who has not ctherwlse agreed
for the cost of repair of any physical injury, but not for any

diminution 1in value of the real estate caused bv the abserce
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of the goods removed or by any necessity of replacing them. A |

person entitled to reimbursement may refuse permission to
remove until the party seeking removal gives adeguate security
for the performance of this obligation.

9. Even though the lease agreement does not create a
security interest, the interest of a lessor of fixtures, |

inciuding the lessor's residual interest, 1s perfected by ‘

X~ N s e

filing a firancing statement as a fixture filing for leased |
9 goods that are or are to become fixtures in accordance with l
10 the relevant provisions of the Article on Secured Transactions

11 (Article 9).

12 Sec. 44, NEW SECTION., 554.13310 LESSOR'S AND LESSEE'S
13 RIGHTS WHFEN GOODS BECOME ACCESSIQNS.
14 1. Goods are "accessions" when they are installed in or

15 aftixed o other goods.

16 2. The interest of a lessor or a lessee under a liease

17 contract entered¢ into before the goods became accessiors is
ff‘ 18 superior to all interests in the whole except as stated In
19 subsection 4.
20 3. The interest of a lessor or a lessee under a lease
21 contract entered into at the time or after the goods became
22 accessions is superior to all subsequently acquired interests
23 in the whole except as stated in subsection 4 but is
24 subordinate to interests in the whole existing at the time the
25 lease contract was made unless the holders of such interests
26 in the whole nave 1in writing consented to the lease or
27 disclaimed an interest in the goods as part of the whole.
28 4. The interest of a lessor or a lessee under a lease
29 contract described in subsection 2 or 3 1s subordinate to the
30 interest of
31 a. a buyer in the ordinary course of business 2r a .essee
32 1in the ordinary course of businress of any interest in the
33 whole acquired after thne goods became access.ons; oOr
34 b. a creditor with a security interest 1n the whole

19 perfected before the leacse contract was made to the extens
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that the creditor makes subsequent advances witnout knowledge
of the lease contract.

5. When under subsections 2 or 3 anc 4 a lesscr or a
iessee of accessions holds an interest that is superior £o ail
interests ir the whole, the lessor or the lessee may (i) on
default, expiration, termination, or cancellation of the lease
cortract by the other party but subiect Lo the provisions of
the lease contract and this Article, or (ii) if necessary to
enforce the lessor's or lessee's other rights and remecies
under this Arcicle, remove the goods from the whole, free and
clear of all interests in the whole, but the lessor or lessee
must reimburse any holder of an interest in the whole who 1s
not the lessee and who has not otherwise agreed for the cost
of repair of any physicai injury but not for any diminution in
vaiue of the whole caused by the absence of the goods removed
or by any necessity for replacing them. A person entitled o
reimbursement may refuse permission to remove uantil the party
seexing removal gives adequate security for the performance of
this obligation.

Sec. 45. NEW SECTION. 554.13311 PRIORITY SUBJECT TO
SUBORDINATION.

Norning in this Article prevents subordination by agreement
by any person entitled to priority.

PART 4
PERFORMANCE OF LEASE CONTRACT -- REPUDIATED,
SUBSTITUTED, AND EXCUSED

Sec. 46. NEW SECTION,. 554.13401 INSECURITY -- ADEQUATE

ASSURANCE OF PERFORMANCE.

b

1. A lease contract imposes an obligation on each party
tnat the other's expecration of receiving due performance will
not be i1mpaired.

2. 1If reasorable grounds for insecurity arise with respect
to the perfcrmance of elther party, the insecure party may
demand 1n writing adequate assurance cf due performance.

Until the insecure party recelves that assurance, 1

__55_.
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commerclially reasonable the insecure party may suspend any
performance for which the insecure party has not already
received the agreed return.

3. A repudiation of the lease contract occurs if assurance
of due performance adequate under the circumstances of the
particular case is not provided to the insecure party within a
reasonable time, not to exceed thirty days after receipt of a
demand by the other party.

4. Between merchants, the reasonablieness of grounds for
insecurity and the adequacy of any assurance offered must be
determined according to commercial standards.

5. Acceptance of any nonconforming delivery or payment
does not prejudice the aggrieved party's rignt to demand
adequate assurance of future performance.

Sec. 47. NEW SECTION., 554.13402 ANTICIPATORY
REPUDIATION.

If either party repudiates a lease contract with respect to

a performance not yet due under the lease contract, the loss
of which performance will substantially impair the value of
the lease contract to the other, the aggrieved party may:

1. for a commercially reasonable time, awa.t retraction of
repudiation and performance by the repudliating party;

2. make demand pursuant to section 554.13401 and awalt
assurance of future performance adequate under the
circumstances of the particular case; or

3. resort to any right or renedy upon default under the
lease contract or this Article, even though the aggrieved
party has notified the repudiating party that the aggrieved
party would awalt the repudiating party's performance and
assurance and has urged retraction. In addition, whether or
not the aggrieved party is pursuing one of the foregoing
remedles, the aggrieved party may suspend performance or, if
the aggrieved party is the lessor, proceed in accordance witn
the provisions of this Articie on the iessor's right to

to the leace cortract notwitnstanding @
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identl1fy goods
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or to salvage unfinished goods (section 5%4.13524).
Sec. 48, NEW SECTICN. 554,13403 RETRACTION OF
ICIPATORY REPUDIATION.

1. Urtlil the repudiating party's next performance is aue,

ANT

the repudiating party can retract the repudiation unless,
since the repudlaticn, the aggrieved party has cancelled the
lease contract or materially changed the aggrieved party's
position or otherwise indicated that the aggrieved party
considers the repudiation final.

2. Retraction may be by any method that clearly indicates
to the aggrieved party that the repudiating party intends to
perform under the lease contract and includes ary assurance
demanded under section 554.1340%.

3. Retractlon reinstates a repudiating party's rignts
under a lease contract with due excuse and allowance to the
aggrieved party for any delay occasioned by the repudiation.

Sec. 49. NEW SECTION. 554.13404 SUBSTITUTED PERFCRMANCE,

1. If without fault of the lessee, the lessor and the
suppliier, the agreed berthing, loading, or unloading
facilities fail or the agreed type of carrier beconmes
unavailable or the agreed manner of delivery otherwise becomes
commercially impracticabie, but a commercially reasonable
substitute 1s avallable, the substitute perfcrmance rnust be
teadered and accepted.

2. 1f the agreed means or manner of paymen: fails because
of domestic or foreign governmental regu:ation:

a. the lessor may withhold or stop delivery or cause the
suppiier to withnold or stop delivery unless the lessee
provides a means or manner of payment that is commercially a
supstantial equivalent; and

b. 1f delivery has aireacy been taken, payment by the
means or in the manner provicded by the regulaticon discharges
the lessee's opligation uniess the reguiation is
discrimiratory, oppressive, or predatory.

Sec. 50. NEW SECTION, 554.1340%5 EXCUSED PEZRFORMANCE.
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Subject to section 554.13404 on substituted performance,
the following rules apply:

1. Delay in delivery or nondelivery in whole or in part by
a lessor or a supplier who complies with subsections 2 and 3
ls not a default under the lease contract if performance as
agreed has been made impracticable by the occurrence of a
contingency the nonoccurrence of which was a basic assumption
on which the lease contract was made or by compliance in good
faith with any applicable foreign or domestic governmental
regulation or order, whether or not the regulation or order
later proves to be invalid.

2. TIf the causes mentioned in subsection 1 affect only
part of the lessor's or the supplier's capacity to perform,
the lessor or suppiier shail! aiiocate production and
deliveries among the lessor's or supplier's customers but at
the lessor's or supplier's option may include regular
customers not then under contract for sale or lease as well as
the lessor’s or supplier's own requirements for further
manufacture. The lessor or supplier may so allocate in any
manner that 1s fair and reascnable.

3. The lessor seasonably shall notify the lessee and in
the case of a finance lease the supplier seasonably shall
notify the lessor and the lessee, if known, that there will be
delay or nondelivery and, if allocation is required under
subsection 2, of the estimated guota thus made available for
the lessee.

Sec. 51. NEW SECTION. 554.13406 PROCEDURE ON EXCUSED
PERFORMANCE.

1. If the lessee receives notificaticon of a material or

indefinite delay or an allocation justified under section
554.13405, zhe lessee may by written notification to the
lessor as to any goods 1nvolved, and with respect to ail of
the goods if under an installment lease contract the vaiue of
the whole lease conftract 1s substantiaily lmpaired (secticn
554.13510):

_38_
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a. terminate the lease coniract (section 554.13505,
subsection 2); or

b. except 1n a finance lease that is not a ccnsumer lease,
modify the lease contract by accepting the available guota in
substitution, with due allowance from the rent pavable for the
balance of the lease term for the deficiency but witnout
further right against the lessor.

2. If, after receipt of a notification from the lessor
under section 554.13405, the lecssee fails so to modify the
lease agreement within a reasorable time neot exceeding thirty

days, the lease contract lapses with respect to any deliveries

affected.
Sec. 52. NEW SECTION. 554.13407 IRREVOCABLE PROMISES --
FINANCE LEASES.

1. In the case of a finance lease that is not a consumer
lease the lessee's promises under the lease contract become
irrevocable and independent upcn the lessee's acceptance of
the goods.

2. A promise that has become irrevocable and i1ncependent
under subsection 1:

a. 1s effective and enforceable between the parties, and
by or against third parties including assignees of the
parties, and

b. 1is not subjeci to cancellation, termination,
modificatlon, repudiation, excuse, or substitution without the
consent. of the party to whom the promise runs.

3. This section does not affect the validity under any
otner law of a covenant in any lease coniract making the
lessee's promises irrevocable and independent upon the
lessee's acceptance of the goods.

PART 5
DEFAULT
A, IN GENERAL
Sec. 53. NEW SZCTION. 554.:3501 DEFALLT -- PROCEDURE,

1. Whether the lessor or the lessee is in defaul: urder a
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lease contract is determired by the lease agreement and this
Article,.

2. If the lessor or the lessee is in default under the
lease contract, the party seeking enforcement has rignhts and
remedies as provided 1n this Article and, except as limited by
this Article, as provided in the lease agreement.

3. If the lessor or the lessee is in default under the
lease contract, the party seeking enforcement may reduce the
party's claim to judgment, or otherwise enforce the lease
contract by self-help or any available judicial procedure or
nonjudicial procedure, including administrative proceeding,
arbitration, or the like, in accordance with this Article.

4. Except as otherwise provided in section 554.1106,
subsection 1, of this Article or the lease agreement, the
rights and remedies referred to in subsections 2 and 3 are
cumulative.

S. If the lease agreement covers both real property and
goods, the pariy seeking enforcement may proceed under this
Part as to the goods, or under other applicable law as to both
the real property and the goods in accordance with that
party's rights and remedies in respect of the rea. property,
in which case this Part does not apply.

Sec. 54. NEW SECTION. 554.13502 NOTICE AFTER DEFAULT.

Except as otherwise provided in this Article or the lease

agreement, the lessor or lessee in default under the lease
contract 1s no:t entitled to notice of default or notice of
enforcement from the other party to the lease agreement,

Sec. 55. NEW SECTION. 554.13503 MODIFICATION OR
IMPAIRMENT OF RIGHTS AND REMEDIES.

1. Except as otherwise provided in this Article, the Lease
agreement may lnclude rights and remedies for default in
addition to or in substitution for those provided in this
Arcicle and may limit or alilter the measure of damages
recoverable under this Article.

2. Resort to a remedy provided under thils Articie or in
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the lease agreement 1s optional unless the remedy is expressiy
agreed to be exciusive. If circumstances cause an exclusive
or limited remedy to fail of its essential purpose, or
provision for an exclusive remedy is unconscionable, remedy
may be had as provided in this Article.

3. Conseqguential damages may be iliguidated under section
594.13504, or may otherwise be limited, altered, or excluced
unless the limitation, alteration, or exclusion 1s
unconscionable. Limitation, alteratlion, or exclusion of
consecuential damages for injury to the person in the case of
consumer goods is prima facie unconscionable but iimitation,
alteration, or exclusion of damages where the loss is
commercial 1s not prime facie unconscionable.

4, Rights and remedies on default by the lessor or tne
lessee with respect to any obligation or promise coilateral or
ancillary to the lease contract are not impaired by this
Article,

Sec., 56. NEW SECTION. 554.13504 LIQUIDATION OF DAMAGES.

1. Damages payable by either party for default, or any
other act or omission, inciluding inrndemnity for loss or
diminution of anticipated tax berefits or loss or cdamage to
lessor's residual interest, may be liquidated in the lease
agreement but only at an amount or by a formula tnat 1s
reasonable in light of the then anticipated harm caused by the
default or other act or omission.

2. If the .lease agreement provides for liguidation of
damages, and such provision does not comply witn subsection i,
or such provision is an exclusive or limited remedy that
circumstances cause to fail of its essertial purpose, remedy
may be had as provided in this Article.

3. If the lessor justifiably withholds or stops delivery
of goods because cf the lessee's default or insolvency
{section 554.13525 or 554.13526), the lessee 15 entitled %o
restitution of any amount by which the sum ¢f the lessee's

payments exceeds:




a. the amount :to which the lessor 1s entitled by virtue of

terms liquidating the lessor's damages in accordance with
subsection 1; or

b. 1in the absence of those terms, twenty percent of the
then present valuve of the total rent the lessee was obliigated
to pay for the balance of the lease term, or, in the case of a

consumer lease, the lesser of such amount or five hundred

Lo A Y N - . I

dollars.

9 1. A lessee's right to restitution under subsection 3 is
10 subject to offset to the extent the lessor establishes:

11 a. a right to recover damages under the provisions of this
12 Articie other than subsection 1; and

13 b. the amount or value of any benefits recelved by the

14 lessee directly or indirectly by reason of the lease contrac:.
15 Sec. 57, NEW SECTION. 554.13505 CANCELLATION AND

16 TERMINATION AND EFFECT OF CANCELLATION, TERMINATION,

17 RESCISSION, OR FRAUD ON RIGHTS AND REMEDIES.

i 1. On cancellation of the lease contract, all obligatiors

J N 19 that are still executory on both sides are discharged, but any
20 right based on prior default or performance survives, andé the
21 cancelling party also retains any remedy for default of the

22 whole lease contract or any unperformed balance.

23 2. On termination of the lease contract, all obligations

i o )

24 that are still executory on both sides are discharged but any

25 right based on prior default or performance survives,

26 3. Unless the contrary intention cleariy appears,

27 expressions of "canceliation," "rescission," or the like of
28 the lease contract may not be construed as a renunciation or
29 discharge of any c¢laim 1n damages for an antecedent default.
30 4. Rights and remedies for material misrepresentation or
31 fraud inciude all rights and remedies available under this
32 Articie for defauit.

33 5. Nelther rescission nor a claim for rescission of the

34 lease contract nor rejection or return 2f the goods may bar or

pe deemed inceonsistent with a claim for damages cr other right
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or remedy.

Sec. 58. NEW SECTION. 5354.13506 STATUTE OF LIMITATIONS.

1. an action for default under a lease cecntract, inciuding
breach of warranty or indemnity, must be commenced within four
years afrer the cause of action accrued. By the original
lease contract the parties may reduce the period of Iimization
to not legs than one year.

2. A cause of action for default accrues when the act or
om:ission on which the default or breach of warranty is based
s or should have been discovered by the acgrieved party, or
when the default occurs, whichever 1s later. A cause of
action for indennity accrues when the act or omission on which
the ciaim for indemnlity is based is or should have been
discovered by the indemnified party, whichever is later.

3. If an action ccrmenced within the time limited by
subsection i 1s so terminated as to leave available a remedy
by ancther action for the same default or breach of warranty
or indemnity, the other action may be commencec after the
expiratior of the time limited and within six months after the
termination of the first action unless the termination
resulted from voluntary discontinuance or from dismissal for
failure or neglect to prosecute.

4. This section does not alter the law on tolling of the
statute of limitationg nor does it apply to causes of aczion
that have accrued before this Article beccmes effective.

Sec. 59. NEW SECTION, 554.13507 PROQF OF MARKET RENT --
TIME AND PLACE.

1. Damages based on market rent (section 534.13519 or
554.13528}) are determined according to the rent for the use of
“he goods concerned for a lease term identical to the
remaining lease term of the original lease agreement and
prevailing at the times specified in sections 554.13519 and
554.13528.

2, If evidence of rent for the use of the goods concerned

for a 1l

o]

ase term 1dentical to the remaining lease term of the
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original lease agreement and prevailing at the times or places
described in this Article is not readily available, the rent
prevailing within any reasonable time before or after the time
gescribed or at any other place or for a different lease term
which 1n commercial judgment or under usage of trade would
serve as a reasonaple substitute for the one described may be
used, maklng any proper allowance for the difference,
including the cost of transporting the goods to or from the
other place,

3. Evidence ©of a relevant rent prevaliling at a time or
place or for a lease term other than the one described 1n this
Article offered by one party is not admissible unless and
until the party has given the other party notice the court
finds sufficient to prevent unfalr surprise.

4. If the prevaliing rent or value of any goods regularly
leased in any established marxet is in issue, repcerts 1in
official publications or trade journals or in newspapers oOf
periodicals of general circulation published as the repcrts of
that market are admissible in evidence. The clrcumstances of
the preparation of the report may be shown to affect its
weight but not its admissibility.

B. DEPAULT BY LESSOR
Sec. 60, NEW SZCTION. 554.13508 VLESSEE'S REMEDIES.

1. If a lessor fails to deliver the goods in conformity to

the lease contract (section 554.313509) or repudiates the lease
contract (section 554.13402), or a lessee rightfully rejects
the goocds (section 554.13509) or justifiably revokes
acceptance of the goods (section 554.13517), then with respect
t0 any goods invoived, and with respect to all of the goods if
under an ilnstallment lease contract the value of the whole
lease conitract is substantially impaired (section 534.,13510},
the lessor is in default under the lease contract and the
lessee may:

a. cancel the lease conirackt (section 554.13505,

subsection 1);
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b. recover so much of the rent and security as has been .

paid and i1s just under the circumstances;

c. cover and recover damages as to all goods affected

oW N

whethner or not they have been identified to the lease contract
(secti1ons 554.13518 and 554.1352G), or recover damages for
nondel:ivery (sections 554.13519 and 554.:3520);

d. exercise any other rights or pursue any other remedies
provided in the lease contract.

2. If a lessor fails to deliver the goods in conformity o

the iease contract or repudiates the lease contract, the

[

lessee may alsc:

=

3% B A o S te B e o T A T v

=

a. 1if the goods have been identified, recover them

(section 554.13522); or

I
= N

b. 1n a proper case, obtain specific performance or

—
(W)l

replevy the goods (section 554.13521).

—
[ea]

3. If a lessor is otherwise in default uncder a iease
contract, the lessee may exercise the rights and pursue the
remedies provided in the lease contract, whicn may include a
right to cancel the lease, anc in section 554..35.9,
subsection 3.

4, If a lessor has breached a warranty, whether express or
implied, the lessee may recover damages (section 554.13519,
subsection 4).

5. On rightful rejection or justifiable revocation of
acceptance, a lessee has a security interes: in goods in the
lessee’'s possession or control for any rent and security that
nas been paid and any expenses reasonably incurred in their
inspection, receipt, transportation, and care and custody and
may nold those goods and dispose of them in good faith and in
a comrmercially reasonable manner, subject to section
554,113527, subsectlion 5.

6. Sub’ect to the provisions of section 554.13407, a
lessee, on notifving the lessor of tne lessee's intention to
do so, may deduct all or any part of the damages resulting

Zrom any defaulr under the lease contract from any part of
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rent still due under the same iease contract.

Sec. 61. NEW SECTION. 554.13509 LESSEE'S RIGHTS ON
IMPROPER DELIVERY -- RIGHTFUL REJECTION.

1. Subject to the provisions of section 554.13510 on

default in 1installment lease contracts, if the goods or the
tender or delivery fail in any respect to conform to the lease
contract, the lessee may reject or accept the goods or accept
any commercial unit or units and reiect the rest of the goods.

2. Rejection of goods 1s ineffective unless it 1s wilthin a
reasonable time after tender or delivery of the goods and tne
lessee seascnably notifles the lessor.

Sec. 62. NEW SECTION. 554.13510 INSTALLMENT LEASE
CONTRACTS -- REJECTION AND DEFAULT,

1. Under an installment lease contract a lessee may relect

any delivery that is nonconforming if the nonconformity
substanrtially impairs the valiue of that delivery and cannot pe
cured or tre nonconformity is a defect in the reguired
documents; but if the nonconformity does not fall within
subsection 2 and the lessor or the supplier gives adequate
assurance of its cure, the lessee must accep: tha- delivery.

2. Whenever nonconformity or default with respect to one
or more dellveries substantially impairs the value of the
installment lease contract as a whole there s a default with
respect to the whole. But, the aggrieved party reinstates the
installiment lease contract as a whole if the aggrieved party
accepts a nonconforming delivery without seascrably notifying
of cancellation or brings an action with respect only to past
deliveries or demands performance as to future deliveries.

Sec. 63, NEW SECTION. 554.13511 MERCHANT LESSEE'S DUTIES
AS TO RIGHTPULLY REJECTED GOODS.

1. Subject to any security interest of a lessee ({secticon
554.13508, subsection 5}, if a lessor or a suppiier has no
agent or place of businress at the market of relection, a
merchant lessee, after relection of goods in the merchant

Lessee's possession or controi, shail foiiow any reasonable
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instructions received from the lessor or the supplier with
respect to the goods. In the absence of those instructions, a
merchant iessee shall make reasonable efforts to sell, lease,
or otherwise dispose of the goods for the lessor's or
suppliec's account if they threaten to decline in value
specdily., Instructions are not reasonabie if on demand
indemnity for expenses is not forthcoming.

2. If a merchant lessee (subsection 1) or any cther lessee
(section 554.13512) disposes of goods, the lessee is entitled
to reimbursemert elther from the lessor or the supplier or out
of the proceeds for reasornable expenses of caring for and
dispasing of the goods and, if the expenses include no
disposition commission, to such commission as is usual in the
trade, or i:f there is none, to a reasonadle sum not exceeding
ten percent of the gross proceeds.

3. In compiying with this section or secticn 554.13512,
the lessee is held only to good faith. Good faith conduct
hereunder is neither acceptance or conversion nor the basis of
an actlon for damages.

4. A purchaser who purchases in good faith from a lessee
pursuant to this section or sec¢tion 554.13512 takes the gocods
free of any rignhts of the lessor and the supplier even though
the lessee fails to comply with one or more of the
requirements of this Article.

Sec. 64. NEW SECTION. 554,13512 LESSEE'S DUTIES AS TO
RIGHTFULLY REJECTED GOOQDS.

1. Except as otherwise provided with respect to goods that
threaten to decline in value speedily (seczion 354.13511) and
subject to any security lnterest of a lessee (section
554.13508, subsection 5):

a. the lessee, after rejection of goods in the lessee's
pessession, shall hold them with reasonable care at the
lessor's or the supplier's disposition for a reasonable time

afrer the lessee's seasonavole notificaticon of rejection;

o. f the lessor or the supplier gives nc instructions

_4"/_



within a reasonable time after notification of rejection, the
lessee may store the rejected goods for the lessor's or the
supplier's account or ship them to the lessor or the supplier
or dispose of them for the lessor's or the supplier's account
with reimbursement in the manner provided in section
554.13511; but

c. the lessee has no further obligations with regard to
goods rightfuily rejected,

2. Action by the lessee pursuant to subsection 1 1is not
acceptance or conversion.

Sec. 65. NEW SECTION. 554.13513 CURE BY LESSOR OF
IMPROPER TENDER OR DELIVERY -- REPLACEMENT.

1. If apy tender or delivery by the lessor or the supplier
is rejected because nonconforming and the time for performance
has not yet expired, the lessor or the supplier may seasonably
notify the lessee of the lessor's or the suppllier's intention
to cure and may then make a conforming delivery within the

time provided in the lease contract.

2. If the lessee rejects a nonconforming tender that the
lessor or thne suppliier nad reasonable grounds to beliewve would
be acceptable with or without money allowance, the lessor or
the supplier may have a further reasonablie time to substitute
a conforming tender 1f the lesser or supplier seasonably
notifi:es the lessee.

Sec. 66. NEW SECTION. 554.13514 WAIVER OF LESSEE'S
OBJECTIONS.

1. In rejecting goods, a lessee's faillure to state a

particular defect that is ascertainable by reasonavle
inspection precludes the lessee from relying on the defec: to
justify rejection or to establish default:

a. 1if, stated seasonably, the lessor or the supplier could
have cured it (section 554.13513); or

b, between merchants if the lessocr or the supplier afrer
rejection has made a request in writing for a full and fina:

wrltten statement of all defects on winich the lessee proposes

~A48-
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2. A lessee's fallure to reserve rights when paying rent
or other consideration against documents precludes recovery cf
the payment for defects apparent on the face of the documents.

Sec. 67. NEW SECTION. 554.135:5 ACCEPTANCE OF GOODS.

1. Acceptance of goods occurs after the lessee has had a
reasorable opportunity to inspect the goods arnd

a. the liessee signifies or acts with respect to the goods
in & mannerv that signifies to the lessor or the supp.ier that
the goods are conforming <r that the lessee will take or
retain them in spite of their nonconformity; or

b. the lessee fails to make an effective rejection of the
goods (section 554.13509, subsection 2}.

2. Acceptance of a part of any commercial unit is
acceptance of that entire unit.

Sec. 68. NEW SECTION. 554.13516 EFFECT OF ACCEPTANCE OF
GOCDS ~- NOTICE OF DEFAULT -- BURDEN OF ESTABLUISHING DEFAULT
AFPTER ACCEPTANCE -- NQTICE QF CLAIM OR LITIGATION 70O PERSON
ANSWERAZBLE OVER.

i. A lessee must pay rent for any goods accepted in
accordance with the lease contract, with due allowance for
goods rightfully rejected or not cdelivered.

2. A lessee's acceptance of goods preciudes rejection of
the goods accepted. In the case of a finance lease, 1if made
with knowledge of a nonconformity, acceptance canno: be
revoked because of it. In any other case, 1f made with
knowledge of a nonconformity, acceptance cannot be revoked
pecause of it unless the acceptance was on the reasonable
assumption that the nonconformity would be seasconadbly cured.
Acceptance does not of itself lmpair any other remedy provided
by this Article or the lease acreement Zor nonconformity.

3. If a tender has been accepted:

a. within a reasorable time after the lessee discovers or
should have discovered any default, the lessee shall notify

the lessor and the supplier, :f any, or be barred from any
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remedy against the party not notified:

b. except in the case of a consumer lease, within a
reasonable time after the lessee receives nctice of litigation
for infringement or the like (section 554.13211) the lessee
shall notify the lessor or be barred from any remedy over for
liability established by the litigation; and

c. the burden is on the lessee to establish any default.

4. 1f a lessee is sued for breach of a warranty or other
obligation for which a lessor or a supplier is answerable over
the following apply:

a. The lessee may give the lessor or the supplier, or
both, written notice of the litigation. If the notice states
that the person notified may come in and defend and that if
the person notified does not do so that person will be bound
in any action against that person by the lessee by any
determination of fact common to the two litigations, then
unless the person notified after seascnable receipt of the
notice does come in and defend that person is so bound.

b. The lesscr or the supplier may demand in writing that
the lessee turn over control of the litigation inciuding
settlement if the claim is one for infringement or the like
(section 554.13211) or else be barred from any remedy over.

If the demand states that the lessor or the suppiler agrees to
bear all expense and to satisfy any adverse judgment, then
unless the lessee after seasonable receipt of the demand docs
turn over contrcl the lessee is so barred.

5. Subsections 3 and 4 apply to any obligation of a lessee
to hold tae lessor or the supplier harmless against
infringement or the like (section 554.13211).

Sec. 69. NEW SECTION. 554.13517 REVOCATION OF ACCEPTANCE
OF GOODS.

1. A lessee may revoke acceptance cf a lot or commercla:l

unit whose nonconformity substantially impairs 1ts value to
the lessee if =he lessee has acceptec¢ 1t:

a. except in the case of a finance lease, on the

_50_
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reasonable assumption that its nonconformity would be cured
and it has not been seasonably cured: or

b. without discovery of the nonconformity if the lessee's
acceptance was reasonably induced either by the lessor's
assurances or, except in the case of a finance lease, by the
cdifficulty of discovery before acceptance.

2. Except 1n the case of a finance lease that 1s not a
consumer lease, a lessee may revoke acceptance of a lot or
commercial unit 1f the lessor defaults under the lease
contract and the defaulit substantially impairs the vaiue of
that lot or commercial unit to the lessee.

3. If the lease agreement so provides, the liessee may
revoke acceptance of a let or commercial unit because of other
defaults by the lesscr.

4. Revocation of acceptance mus:t occur withiln a reasonabile
time after the lessee discovers or shculd have discovered the
ground for it and before any substantial change in condition
of the goods which 1s not caused by tne noncornformizy.
Revocation is not effective until the lessee notifies the
lessor.

5. A lessee who so revokes has the same rights and duties
with regard to the goods involved as if the lessee had
rejected them.

Sec. 70. NgZW SECTION. 554.13518 COVER -- SUBSTITUTE
GOODS.,

1. After a default by a lessor under the lease contract of

the type described in section 554.13508, supsection 1, or, 1if
agreed, after other default by the lessor, the lessee may
cover by making any purchase or lease of or contract to
purchase or lease goods in substitution for those due Zrcm the
lessor.

2. Except as otherwise provided with respect to damages

liquicdated in the lease agreement (section 554.135

0
otherwise determined purstant to agreement ¢f the p
3

503), if a

{sections 554...02, subsection 3, and 554.1
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lessee’'s cover (s by a lease agreement substantially simllar
to the original lease agreement and the new lease agreement is
made in good faith and in a commercially reasonable manner,
the lessee may recover from the lessor as damages (i) the
present value, as of the date of the commencement ¢f the term
of the new lease agreement, of the rent under the new lease
agreement applicable to that period of the new lease term
which 138 comparable to the then remaining term of the criginal
lease agreement minus the present value as of the same date of
the total rent for the then remaining lease term of the
original lease agreement, and (11) any incidental or
conseqguential damages, less expenses saved in consequence of
the lessor's default.

3. If a lessee's cover 13 by lease agreement that for any
reason does not qualify for treatment under subsection 2, or
is by purchase or otherwise, the lessee may recover from the
lessor as 1f the lessee had elected not to cover and section
554.13519 governs.

Sec. 71. NEW SECTION. 554.13519 LESSEE'S DAMAGES FOR
NONDELIVERY, REPUDIATI(ON, DEFAULT, AND BREACH OF WARRANTY IN
REGARD TO ACCEPTED GOCODS.

1. Except as otherwise provided with respect to damages

liquidated in the lease agreement (section 554.13504) or
otherwise determined pursuant to agreement of the parties
(sections 554.1102, subsection 3, and 5%4.13503), if a lessee
elects not to cover or a lessee elects to cover and the cover
is by lease agreement that for any reason does not gquailfy for
treatment under section 554.13518, subsection 2, or is by
purchase or otherwise, the measure of damages for nondeiilvery
or repudiation by the lessor or for rejection or revocation of
acceptance by the lessee is the present value, as of the date
of the defauit, of the then market rent minus the present
value as of the same date of the original renz, computed for
the remaining lease term of the original lease agreement,

togetner with incidenta: and conseguential damages, less
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expenses saved in corsequence of the lessor's default.

2. Market rent is o be determined as of the place for
tender or, in cases of rejection after arriva: or revocailion
of acceptance, as of the place of arrival.

3. Except as otherwise agreed, if the lessee has accepted
goods and given notification (section 554.13516, subsectlion
3}, the measure of damages for nonconforming tender or
delivery or other default by a lessor is the loss resulting in
the ordinary course cf events from the lessor's default as
determined in any manner that 1s reasonable togethier with
incidental ard consequential darages, less experses saved 1n
conseqguence of the lessor's default.

4. Except as otherwise agreed, the measure of damages for
breach of warranty is the present value at the time and place
of acceptance of the difference between the value of the use
of the gcods accepteé and the value if they had been as
warranted for the lease term, unless speclal clrcumstances
show proximate damages of a different amount, together with
incidental and consequential damages, less expenses saved 1in
congequence of the lessor's default or breach of warranty.

Sec. 72. NEW SECTION. 554.13520 LESSEE'S INCIDENTAL AND
CONSEQUENTIAL DAMAGES.

1. Incidental damages resulting from a lessor's default
include expenses reasonably incurred in inspection, receipt,
transportation, and care and custody of goods rightiully
rejected or goods the acceptance of which is justifiably
revoked, any commercially reasonable charges, expenses or
commissions in connection with effecting cover, and any other
reasonable expense incident to the cdefault.

2. Consequential damages resulting from a .essor's default
include:

a. any loss resulting from general or particular
requirements and needs of which the lessor art the time of
contracting had reascn to know and which cculd no:s reascnabliy

be prevernted by cover or otherwise:; and
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b. injury to person or property proximately resulting from
any breach of warranty.

Sec. 73. NEW SECTION. 554.13521 LESSEE'S RIGHT TO
SPECIFIC PERFORMANCE OR REPLEVIN.

1. Specific performance may be decreed if the goods are

unique or in other proper clrcumstances.

2. A decree for specific performance may include any terms
and conditions as to payment of the rent, damages, or other
relief that the court deens just.

3. A lessee has a right of replevin, detirue,
sequestration, claim and delivery, or the like for goods
identified to the lease contract if after reasonable effor:
the lessee is unable to effect cover for those goods or the
circumstances reasonably indicate that the effort will be
unavailing,

Sec. 74. NEW SECTION. 554.13522 LESSEE'S RIGHT TO GOODS
ON LESSOR'S INSOLVENCY.

1. Subject to subsection 2 and even though the goods have
not been shipped, a lessee who has paid a part or all of the
rent and security for goods identified to a lease concract
{section 554.13217) on making'and keeping good a tencder of any
unpaid portion of the rent and security due under the lease
contract may recover the goods identified from the lessor if
the lessor becomes insolvent within ten days after receipt of
the first installment of rent and security.

2. A lessee acquires the rignht to recover goods identified
to a lease contract only if they conform to the lease
contracet.

C. DEFPAULT BY LESSEE
Sec. 75. NEW SECTION. 554.13523 LESSOR'S REMEDIES.

1. If a lessee wrongfully rejects or revoxes acceptance of

goods or fails to make a payment when due or repudiates with
respect to a part or the whole, then, with respect to any
goods involved, and with respect to all of the ccods {f under

an installment Lease contract the value of the wholie lease

-5~
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contract is substantially impaired (section 554.13510), the
iessee is in default under the lease contract and the lessor
may:

a. cancel the lease contract (sectlon 554.,13505,
subsection 1}):;

b. proceed respecting goods not identified to the lease
contract (section 554.,13524);

¢. withhold delivery of the goods and take possession of
goods previously delivered (section 554.13525);

d. stop delivery of the goods by any baliee (section
554.13526);

e. dispose of the goods and recover damages (section
554.13%27), or retain the goods and recover damnages (section
554.13528), or in a proper case recover rent (section
554.13529);

f. exercise any other rights or pursue any other remedles
provided 1n the iease contract.

2. If a lessor does not fully exercise a rignt or obtain a
remedy to which the lessor is entitled under subsection 1, the
iessor may recover the loss resulting in the ordirary course
of events from the lessee’'s default as determlned in any
reasonable manner, together with incidental damages, less
expenses saved in conseguence of the lessee's cdefault.

3. 1f a lessee is otherwise in default under a lease
contract, the lessor may exercise the rights and pursue the
remedies provicded in the lease contract, which may include a
right to cancei the lease. In addition, unless otherwise
provided in the lease contract:

a. If the default substantially impairs the value of the
lease contract to the lessor, the lessor may exercise the

rights and pursue the remedies provided in subsection 1 or 2;

a

r
b. if the default does not substantially Impalr the valie
of the lease contract Lo the lessor, the lesscr may recover as

provided in subsection 2.

_SS-




Sec. 76. NEW SECTION., 554.13524 LESSOR'S RIGHT TO

IDENTIFY GOODS TO LEASE CONTRACT.

1. After default by the lessee under the lease contract of

LR S N

the type described in section 554.13523, subsection i or
section 554.13523, subsection 3, paragraph "a" or, if agreed,
after other default by the lessee, the lessor may:

a. icdentify to the lease contract conforming goods not
already identified if at the time the lessor learned of the

default they were in the lessor's or the suppiier's possession

—

or control; and

= O O X~

b. dispose of goods (section 554.13527, subsection l) that

-

o

demonstrably have been intended for the particular lease

3

contract even though those goods are unfinished,

b
o

2. If the goods are unfinished, in the exercise of

—
(¥4

reasonable commercial judgment for the purposes of avoliding

o
=3

loss and of effective realization, an aggrieved lessor or the

suppiier may either complete manufacture and wholly identify

peet

—_

the goods to the lease coniract or cease manufacture and

-

lease, sell, or otherwise dispose of the goods for scrap or

N
(==Y @/

salvage value or proceed in any other reasonable manner.
Sec. 77. NEW SECTION, 554.13525 LESSOR'S RIGHT TO
POSSESSION OF GOODS.

1. If a lessor discovers the lessee to be insolvent, the

BB
W

lessor may refuse to deliver the goods.

2. After a default by the lessee under the lease contract
of the type described in section 554.13523, subsection i or
section 554.13523, subsection 3, paragraph "a" or, if agreed,
after other defaulit by the lessee, the lessor has the right to

take possession of the goods. If the lease contract so

[P A o S . T % B % ]
[ N o s s B I * AT ) B <Y

provides, the lessor may regquire the lessee to assemble the

tnd
(-]

goods and make them available to the lessor at a place to be

designated by the lessor which 1s reasonabiy convernient to

Lo
[FURS |

poth parties. Without removal, the lessor may render unusabile

[
ray

any gcods emplcoyed in <rade or business, and may dispose of

Lo
(W2l

gonds on the lessee's premises (sectlion 554.13527).
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3. The lessor may proceed under subsection 2 without
judiciai process if it can be done without breach of the peace
or the lessor may proceed by acticn.

,5lSec. 78. NEW SECTION. 554.13526 LESSOR'S STOPPAGZ QF
DELIVERY IN TRANSIT OR OTHERWISE.

1. A lessor may stop delivery of goods in the possession

of a carrier or other pbailee if the lessor discovers the
lessee to be insolvent and may stop delivery of carload,
cruckload, planelcad, or iarger shipmen:ts of express or
freight if the lessee repud.ates or falls to maxe a payment
due before delivery, whether for rent, security or otherwise
under the lease contract, cr for any other reason the lessorv
has a right to withhoid or take possession of the goods.

2. In pursuing its remedies under subsection 1, the iessor
may stop dellivery until

a. recelpt of the goods by the lessee;

b. acknowledgment to the lessee by any bailee of the
goods, except a carrier, that the bailee holds the goods for
the lesgsgee; or

c. such an acknowledgment to the lessee by a carrier
reshipment or as warehouseman.

3. a. To stop delivery, a lessor shall so notify as to
enable the bailee by reasonable diligence to prevent delivery
of the goods.

b. After notification, the bailee snall hold and deiiver
the goods according to the directions of the lessor, but thre
lessor is liable to the baillee for any ensuing charges or
damages.

¢. A carrier who has issued a nonnegotian.e bill of lading
1s not obliged to obey a notification to stop received from a
person other than the consignor.

Sec. 79. NEW SECTION. 554.13527 LESSOR'S RIGHTS TO
QISPOSE OF GOOQDS.

1. After a default by a lessee under the lease coniract of

the type descripbed in section 554,13523, subsection 1 or

_57_




e

Lo I R L L I - N U N T =]

L P U T Y O D VST o D o S % B ST 6 B T 6 D o R S B A S o R o B S A
(& 4 T S N I = " - 2N « « IENNESS B & , N I ~ N S S SR R o BV o B« « SN B - AT EE N VR N N = Y+

" "

section 554.13523, subsection 3, paragraph "a" or after the
lessor refuses to deliver or takes possession of goods
(section 554.13525 or 554.13526), or, if agreed, after other
default by a lessee, the lessor may dispose of the goods
concerned or the undelivered balance thereof by lease, sale,
or otherwise.

2. Except as otherwise provided with respect to damages
liguidated in the lease agreement (section 554.13504) or
otherwise determined pursuant to agreement of the partles
(sections 554,1102, subsection 3, and 554.13503), if the
disposition 1s by lease agreement substantially similar to the
original lease agreemert and the new lease agreement is made
1n good faith and in a commercially reasonable manner, the
lessor may recover from the lessee as damages (1) accrued ard
unpaid rent as of zhe date of the commencement of the term of
the new lease agreement, (1i) the present vaiue, as of the
same date, of the total rent for the remaining lease term of
the original lease agreement minus the present value, as of
the same date, of the rent under the new lease agreement
applicable to that period of the new lease term which is
comparable to the then remaininq'term of the criginal lease
agreement, and (iii} any incidental damages allowed under
section 554.13530, less expenses saved in conseqguence of the
lessee's default.

3. If the lessor's disposition is by lease agreement that
for any reason does not qualify for treatment under subsection
2, or is by sale or otherwise, the lessor may recover from the
lessee as 1f the lessor had elected not to dispose of the
goods and section 554.13528 governs.

4. A subsequent buyer or lessee who pbuys or leases from
the lessor i1n good faith for value as a result of a
disposition under this section takes the goods free of the
original lease contract and any rights of the criginal lessee

even though the lessor falils to comply with one or more of the

regqulrements of this Article.




5. The lessor is not accountable to tne lessee for any
profit made on any disposition. A lessee who has rightful:y
rejected or justifiably revoked acceptance shall account to
the lessor for any excess over the amount of the lessee's
security interest (section 554.13508, subsection 5}).

Sec. BU. NEW SECTION. 554.13528 LESSOR'S DAMAGES FOR
NONACCFEPTANCE, FAILURE 7C PAY, REPUDIATION, OR OTHER DEFAULT.
.. Except as otherwise provided with respect o damages
iiquidated 1n the lease agreement (section 554.13504) or
otherwise determined pursuant to agreement of the parties
(sections 5%4.1102, subsection 3, and 5%4.13%503), 1f a lessor
elects to retain the goods or a lessor elects to dispose of
the goods and the disposition is by lease agreement that for
any reason does not qualify for treatment under seciion
554.13527, subsection 2, or 1s by sale or otherwise, the
lessor may recover from the iessee as damages for a default of
the type described in section 554.13523, subsection 1, or
section 554.13523, subsection 3, paragrépn "a", or, 1f agreed,
for other default of the lessee, (i) accrued and unpalid rent
as of the date of default if the lessee has never taker
possession of the goods, or, if the lessee has taken
possession of the goods, as of the date the lessor repcssesses
the goods or an earlier date on which the lessee makes a
tender of the goods to the lessor, (i1) the present value as
of the date determined under clause (i) of the total renc for
the then remaining lease term of the origiral lease agreement
minus the present vaiue as of the same date of the market rent
at the place where the goods are located computed for the same
iease term, ané (11ii1) any incidental damages allowed under
section 554.13530, less expenses saved 1n conseguence of the
lessee's defaulit.

2. If the measure of damages provided in subsection 1 is
inadequate to put a lessor in as good a position as
pverformance would have, the measure of damages 1s the present

va.ue of the profit, Including reasonaple overhead, the lesscr
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wouid have made from full performance by the lessee, together
with any incidental damages allowed under section 554.13530,
due allowance for costs reasonably incurred and due credit for
payments or proceeds of disposition.

Sec. 8l. NEW SECTION. 554.13529 LESSOR'S ACTION FOR THE

RENT.
1. After default by the lessee under the lease contract of

the type described 1n section 554.13523, subsection 1 or

section 554.13523, subsection 3, paragraph "a" or, .f agreed,
after other default by the lessee, if the lessor complies with
subgection 2, the lessor may recover from the lessee as
damages:

a. for goods accepted by the lessee and not repossessed by
or tendered to the lessor, and for conforming goods lost or
damaged within a commercially reasonable time after risk of
loss passes to the lessee (section 554.13219), (i) accrued and
unpaid rent as of the date of entry of judgment in favor of
the lessor, (i1) the present value as of the same date of thre
rent for the then remaining lease term of the lease agreement,
and (1i:i} any incidental damages allowed under section
554.13530, less expenses saved in consequence of the lessee's
default; and

b. for goods identified to the lease contract if the
lessor is unable after reasonable effort to dispose of them at
a reasonable price or the circumstances reascnably indicate
that effort wili be unavailing, (i) accrued and unpaid rent as
of the date of entry of judgment in favor of the lessor, (11)
the present value as of the same date of the rent for the then
remaining lease term of the lease agreement, and (iil) any
incidental damages allowed under section 554.13530, less
expenses saved in consequence of the lessee's default,

2. Except as provided in subsection 3, the lessor shall
nold for the lessee for the remalning lease term of the lease
agreement any goods that have been identified o the lease

contract and are in the iesscr's control.
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3. The lessor may céispose of the goods at any time before .
collection of the judgment for damages obtained pursuant to
subsection 1. If the disposition 15 before the end of the

remaining lease term of the lease agreement, the lessor's
recovery against the lessee for damages is governed by section
554.23527 or 554.13528, and the lessor will cause an
appropriate credit to be provided against a judgment for
damages to the extent that the amount of the judgment exceeds
the recovery available pursuant to section 554.13527 or
554.13528.

4. Payment of the judgment for damages obtalned pursuant
to subsection 1 entitles the lessee to the use and possession
of the goods not then disposed of for the remaining lease term
of and 1n accordance with the iease agreement.

5. Af:er default by the lessee under the lease contract cf
“he type described in section 554.13523, subsection 1 or
section 554.13523, subsection 3, paragraph "a" or, 1f agreed,
after other default by the lessee, a lessor who 1s neld not
entitled to rent uncer this section must neverthe.ess be
awvarded damages for nonacceptance under section 554.13527 or
section 554,13528.

Sec. 82. NEW SECTION. 554.13530 LESSOR'S INCIDENTAL
DAMAGES.

Incidental damages to an aggrieved lessor include arny
commerclally reasonable charges, expenses, or commissions
incurred in stopping delivery, in the transportation, care anrd
custody of goods after the lessee's default, in connection
with return or disposition of the goods, or otherwise
resulting from the default.

Sec. 83, 554.13531 STANDING TO SUE TEIRD
PARTILES FOR INJURY TO GOODS.

1. If a third party so deals with gocds “hat have been
identif:ed to a iease contract as to cause actionabdble injury
Lo a party to the lease contract (i) the lessor has a right cf

action against the third party, and (ii) the lessee alsoc nas a .
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right of action against the third party if the lessee:

&. has a security interest in the goods:

b. has an insurable interest in the goods; or

c. bears the risk of loss under the lease contract or has
since the injury assumed that risk as against the lessor and
the goods have been converted or destroyed.

2. If at the time of the injury the party plaintiff did
not bear the risk of loss as against the other party to the

lease contract and there 1is no arrangement petween them for

o N o & I+ S U o B o N N

disposition of the recovery, the plaintiff party's suit or

[

settlement, subject to party plaintiff's own interest, 1s as a

o) —
—

fiduciary for the other party to the lease contract.

3. Either party with the consent of the other may sue for
the benefit of whom it may concern.

Sec. 84. NEW SECTION. 554.13522 LESSOR'S RIGHTS TO
RESTIDUAI. INTEREST.

In addition to any other recovery permitted by this Articie

or other law, the lessor may recover from the lessee an amount

that wiil fully compensate the lessor for any loss of or

R R - S T S R S R
S W O® N s W

damage to the lessor's residual i1nterest in the goods caused
by the default of the lessee.
EXPLANATION

This bill 1s based upon the recommendation of the permanent

[ LS T S
£ LW N

editorial becard for the uniform commercial code, by the

naticnal conference for commissioners on uniform state iaws,

2
un

and the American law institute.

3%
[+3Y

Section 1 of the bill also contains a provision which was
not included in the recommendation of the permanent editor:al

board for the uniform commercial code. That section of the

(I SR
L R

bill provides that an agreement involving the leasing of a
motor vehiclie or trailer does not create a sale or security
interest solely because the agreement provides for an Lncrease

or decrease adjustment in the rental price of the motor

L Lo W
F= NNV S

venicle or trailer based upon the amount realized upon sale or

(V)
W

other disposition of the motor vehicle following the
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termination of the lease.

The bill gererally relates to leases, other than leases
intended as security, but includes consumer leases and f£inance
leases.

Part 1 of the Article includes general provisions including
def{initions. It provides that leases are subject to other
statutes, provides territorial appiication of the biil to
goods covered by a certificate of title, limits the power of
parties to consumer leases to choose applicable law and
jucicial forums, provides for leases which are considered
unconsc.orable, ancé provides for acceleration of leases.

Part 2 of the Article provides for the formation and
construction of lease contracts, by restricting the
introduction on parol or extrinsic evidence, provides for the
manner of its formation; requires an offer and acceptance;
provides that course of performance may be used in its
construction; provides for modification, rescission, and
waiver; provides for warranties, the identification of goods
subject to lease, and insurance and ilnsurance proceeds.

Part 3 of the Article provides for the effect of a lease,
including enforceability of a lease contract, title to and
possession of goods under lease, the subseguent lease of goods
by a lessor, the priority of liens and the rights of
creditors, ané the rignts of lessees when goods become
tixtures or accessions.

Part 4 of the Article provides for the performance of a
lease, including adequate assurance of performance,
anticipatory repudiation, substituted performance, excused
performance, and the lrrevocability of finance leases upon a
promise under the lease.

Fart 5 provides for default, including defaul® procedures,
the modification or impairment of rights ard remedies,
liguidaced damages, cancellation and termination, damages, the
rejection or acceptance of gocds, nondelivery, damages

including 1ncidental and conseguent:ial damages, specific
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-64-

232}

2, H.

r1

the lessor to possess.ion,

a lessor's action for

parties.

LS2 3159EV 75

da/jw/S




Jud?tfé}y & Law Priorcement

HOUSE FILEcX,

BY (PROPOSED COMMITTEE ON
JUDICIARY AND LAW EN-
PORCEMENT BILL BY
CHAIRPERSON MCNEAL)

Passed House,_ Date Passed Senate, Date

Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

An Act relating to leases, by providing for leasing agreements,
and amending the uniform commercial code by establishing a new
article relating to leases.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1, NEW SECTION. 321.51 TERMINAL RENTAL ADJUST-
MENT CLAUSE ~- VEHICLE LEASES THAT ARE NOT SALES OR SECURITY
INTERESTS. ‘

An agreement involving the leasing of a motor vehicle or

trailer does not create a sale or security interest solely
because the agreement provides for an increase or decrease
adjustment in the rental price of the motor vehicle or trailer
based upon the amount realized upon sale or other disposition
of the motor vehicle following the termination of the lease.

Sec., 2. Section 554.1105, subsection 2, Code 1993, is
amended by adding the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH, Applicability of the Article on
Leases. Sections 554.13105 and 554.13106.

Sec. 3. Section 554.1201, subsection 37, Code 1993, is
amended to read as follows:

37. a. "Security interest" means an interest in personal

property or fixtures which secures payment or performance of
an obligation. The retention or reservation of title by a
seller of goods notwithstanding shipment or delivery to the
buyer (section 554.2401) is limited in effect to a reservation
of a "security interest", The term also includes any interest
of a buyer of accounts or chattel paper which is subject to
Article 9. The special property interest of a buyer of goods
on identification of sweh those goods to a contract for sale
under section $54.2401 is not a “security interest”, but a
buyer may also acquire a "security interest" by complying with
Article 9. Unless a iease-or consignment is intended as
security, reservation of title thereunder is not a “secority
interest®”, but a consignment #s in any event is subject to the
provisions on consignment sales (section 554.2326).

b. Whether a transaction creates a lease is-intended-as or
security interest is to-be determined by the facts of each
case; however, fai-ehh—&ncinsion-ofvan*option~to~purchase~does

not-of-itseif-make-the-tease-one-intended-for-securityr;-and
tby-an-agreement-that-upon-compitance-with-the-terms-of-the
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tease-the-iessee-shati-become-or-has-the-option-to-become-the
ewner-of-the-property-for-no-additionai-censideration-or-for-a
neminai-consideration-does-make-the-iease-one-intended-for
security a transaction creates a security interest if the
consideration the lessee is to pay the lessor for the right to
possession and use of the goods is an obligation for the term
of the lease not subject to termination by the lessee, and

{1) the original term of the lease is equal to or greater
than the remaining economic life of the goods,

{2) the lessee is bound to renew the lease for the
remaining economic life of the goods or is bound to become the
owner of the goods, ’

(3) the lessee has an option to renew the lease for the

remaining economic life of the goods for no additional
consideration or nominal additional consideration upon

compliance with the lease agreement, or

{4) the lessee has an option to become the owner of the

goods for no additional consideration or nominal additional

consideration upon compliance with the lease agreement.

¢. A transaction does not create a security interest

merely because it provides that

(1) the present value of the consideration the lessee is
obligated to pay the lessor for the right to possession and
use of the goods is substantially equal to or is greater than

the fair market value of the goods at the time the lease is
entered into, '

{2) the lessee assumes risk of loss of the goods, or

agrees to pay taxes, insurance, filing, recording, or

registration fees, or service or maintenance costs with

respect to the goods,

{3) the lessee has.an option to renew the lease or to
become the owner of the goods,

{4) the lessee has an option to renew the lease for a
fixed rent that is equal to or greater than the reasonably
predictable fair market rent for the use of the goods for the

-2~
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term of the renewal at the time the option is to be performed, ‘
or

{5) the lessee has an option to become the owner of the

goods for & fixed price that is equal to or greater than the
reasonably predictable fair market value of the goods at the
time the option is to be performed,

d. For purposes of this subsection:

(1) Additional consideration is not nominal if (i) when
the option to renew the lease is granted to the lessee the
rent is stated to be the fair market rent for the use of the
goods for the term of the renewal determined at the time the

option is to be performed, or (ii) when the option to become

the owner of the goods is granted to the lessee the price is
stated to be the fair market value of the goods determined at
the time the option is to be_petfofmed. Additional
consideration is nominal if it is less than the lessee's

reasonably predictable cost of performing under the lease .

agreement if the option is not exercised;

(2) "Reasonably predictable" and "remaining eccnomic life

of the goods" are to be determined with reference to the facts
and circumstances at the time the transaction is entered into;

and

(3) "Present value" means the amount as of a date certain
of one or more sums payable in the future, discounted to the
date certain, The discount is determined by the interest rate
gspecified by the parties if the rate is not manifestly
unreasonable at the time the transaction is entered into:
otherwise, the discount is determined by a commercially
reasonable rate that takes into account the facts and

circumstances of each case at the time the transaction was

entered into.

Sec. 4. Section 554.9113, Code 1993, is amended to read as
follows:

554.9113 SECURITY‘INTERESTS ARISING UNDER ARTICLE ON SALES .
OR_UNDER ARTICLE ON LEASES. t
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A security interest arising solely under the Article on
Sales (Article 2) or the Article on lLeases (Article 13) is
subject to the provisions of this Article except that to the
extent that and so long as the debtor does not have or does
not lawfully obtain posséssion of the.goods

a. no security agreement is necessary to make the security

interest enforceable; and )

b. no filing is required to perfect the security interest;
and

c. the rights of the secured party on default by the
debtor are governed (i) by the Article on Sales (Article 2) in
the case of a security interest arising solely under such

Article or (ii) by the Article on Leases (Article 13) in the

case of a security interest arising solely under such Article.
' ARTICLE 13
LEASES
PART 1
GENERAL PROVISIONS
Sec. 5. NEW SECTION. 554.13101 SHORT TITLE.

This Article shall be known and may be cited as the Uniform

Commercial Code - Leases,
Sec. 6. NEW SECTION. 554,13102 SCOPE.
This Article applies to any transaction, regardless of

form, that creates a lease.

Sec. 7. NEW SECTION. 554.13103 DEFINITIONS AND INDEX OF
DEFINITIONS.

1. In this Article unless the context otherwise requires:

a. "Buyer in ordinary course of business" means a person
who in good faith and without knowledge that the sale to the
person is in violation of the ownership rights or security
interest or leasehold interest of a third party in the goods,
buys in ordinary course from a person in the business of
selling goods of that kind but does not include a pawnbroker.
"Buying" may be for cash or by exchange of other property or
on secured or unsecured credit and includes receiving goods or
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documents of title under a preexisting contract for sale but
does not include a transfer in bulk or as security for or in
total or partial satisfaction of a money debt.

b. "Cancellation" occurs when either party puts an end to
the lease contract for default by the other party.

c. "Commercial unit" means such a unit of goods as by
commercial usage is a single whole for purposes of lease and
division of which materially impairs its character or value on
the market or in use. A commercial unit may be a single
article, as a machine, or a set of articles, as a suite of
furniture or a line of machinery, or a quantity, as a gross or
carload, or any other unit treated in use or in the relevant
market as a single whole.

d. "Conforming” goods or performance under a lease
contract means goods or performancé that are in accordance
with the obligations under the lease contract.

e. "Consumer lease"” means a lease that a lessor regularly
engaged in the business of leasing or selling makes to a
lessee who is an individual and who takes under the lease
primarily for a peréonal, family, or household purpose, if the
total payments to be made under the lease contract, excluding
payments for options to renew or buy, do not exceed twenty-
five thousand dollars.

f. "Pault” means wrongful act, omission, breach, or
default. ,

g. "Finance lease" means a lease with respect to which:

"{1) the lessor does not select, manufacture, or supply the
goods; ‘

(2) the lessor acquires the goods or the right to
possession and use of the goods in connection with the lease;
and |

{3) one of the fqllowing'occurs:

(a) the lessee receives a copy of the contract by which
the lessor acquired the goods or the right to possession and
use of the goods before signing the lease contract;

-5~
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(b) the lessee's approval of the contract by which the
lessor acquired the goods or the right to possession and use
of the goods is a condition to effectiveness of the lease
contract; . _

(c) the lessee, before signing the lease contract,
receives an accurate and complete statement designating the
promises and warranties, and any disclaimers of warranties,
limitations or modifications of remedies, or liquidated
damages, including those of a third party, such as the
manufacturer of the goods, provided to the lessor by the
person supplying the goods in connection with or as part of
the contract by which the lessor acquired the goods or the
right to possession and use of the goods; or

(d) 1if the lease is not a consumer lease, the lessor,
before the lessee signs the lease contract, informs the lessee
in writing (i) of the identity of the person supplying the
goods to the lessor, unless the lessee has selected that
person and directed the lessor to acquire the goods or the
right to possession and use of the goods from that person,
(ii) that the lessee is entitled under this Article to the
promises and warranties, including those of any third party,
provided to the lessor by the person supplying the goods in
connection with or as part of the contract by which the lessor
acquired the goods or the right to possession and use of the
goods, and (iii) that the lessee may communicate with the
person supplying the goods to the lessor and receive an
accurate and complete statement of those promises and
warranties, including any disclaimers and limitations of them
or of remedies. ‘ ‘

h. "Goods" means all things that are movable at the time
of identification to the lease contract, or are fixtures
{section 554.13309), but the term does not include money,
documents, instruments, accounts, chattel paper, general
intangibleé, or minerals or the like, incldding oil and gas,
before extraction. The term also includes the unborn young of

-f=
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animals. ‘

i. "Installment lease contract” means a lease contract
that authorizes or requires the delivery of goods in separate
lots to be separately accepted, even though the lease contract
contains a clause "each delivery is a separate lease" or its
equivalent,

j. “"Lease" means a transfer of the right to possession and
use of goods for a term in return for consideration, but a
sale, including a sale on approval or a sale or return, or
retention or creation of a security interest is not a lease.

Unless the context clearly indicates otherwise, the term
includes a sublease.

k. "Lease agreement" means the bargain, with respect to
the lease, of the lessor and the lessee in fact as found in
their language or by implication from other circumstances
including course of dealing or usage of trade or course of
performance as provided in this Article. Unless the context
clearly indicates otherwise, the term includes a sublease .
agreement, ‘

l. "Lease contract" means the total legal obligation that
results from the lease agreement as affected by this Article
and any other applicable rules of law. Unless the context
clearly indicates otherwise, the term includes a sublease
contract.

m. "Leasehold interest"” means the interest of the lessor
or the lessee under a lease contract.

n. "Lessee" means a person who acquires the right to
possession and use of Qoods under a lease. Unless the context
clearly indicates otherwise, the term includes a sublessee.

©. "Lessee in ordinary course of business" means a person
who in good faith and without knowledge that the lease to the
person is in violation of the ownership rights or security
interest or leasehold interest of a third party in the goods
leases in ordinary course from a person in the business of

selling or leasing goods of that kind but does not include a /.
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pawnbroker. "Leasing" may be for cash or by exchange of other
property or on secured or unsecured credit and includes
receiving goods or documents of title under a preexisting
lease contract but does not include a tranrsfer in bulk or as
security for or in total or partial satisfaction of a money
debt.

p. "Lessor" means a person who transfers the right to
possession and ﬁse of goods under a lease. Unless the context
clearly indicates otherwise, the term includes a sublessor.

g. "Lessor's residual interest" means the lessor’s
interest in the goods after expiration, termination, or
cancellation of the lease contract.

r. "Lien" means a charge against or interest in goods to
secure payment of a debt or performance of an obligation, but
the term does not include a security interest. .

s. "Lot" means a parcel or a single article that is the
subject matter of a separate lease or delivery, whether or not
it is sufficient to perform the lease contract.

t. "Merchant lessee" means a lessee that is a merchant
with respect to goods of the kind subject to the lease.

u. "Present value" means the amount as of a date certain
of one or more sums payable in the future, discounted to the
date certain., The discount is determined by the interest rate
specified by the parties if the rate was not manifestly
unreasonable at the time the transaction was entered into;
otherwise, the discount is determined by a commercially
reasonable rate that takes into account the facts and
circumstances of each case at the time the transaction was
entered into. . ‘ '

v. "Purchase" includes taking by sale, lease, mortgage,
security interest, pledge, gift, or any other voluntary
transaction creating an interest in gdods.

w. "Sublease" means a lease of goods the right to
possession and use of which was acquired by the lessor as a
lessee under an existing lease.
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x. "Supplier" means a person from whom a lessor buys or
leases goods to be leased under a finance lease.

y. “Supply contract” means a contract under which a lessor
buys or leases goods to be leased,

z. "Termination® occurs when either party pursuant to a
power created by agreement or law puts an end to the lease
contract otherwise than for default. .

2. Other definitions applying to this Article and the
sections in which they appear are:

"Accessions". Section 554.13310, subsection 1.

"Construction mortgage". Section 554.13309, subsection 1,
paragraph "d".

"Encumbrance". Section 554.13309, subsection 1,
paragraph "e".

"Fixtures". Section 554.13309, subsection 1,
paragraph "a".

“"Fixture filing". Section 554.13309, subsection 1,
paragraph "b".

"Purchase money lease". Section 554.13308, subsection 1,

paragraph "c¢".
3., The following definitions in other Articles apply to
this Article:

"Account". Section 554.9106,
"Between merchants”. Section 554.2104, subsection 3.
"Buyer". , Section 554,2103, subsection 1,

paragraph "a".
"Chattel paper". Section 554.9105, subsection 1,
paragraph "b".

"Consumer goods". Section 554.9109, subsection 1.

"Document". Section 554.9105, subsection 1,
paragraph "f".

"Entrusting®. Section 554.2403, subsection 3.

"General intangibles”, Section 554.9106.

"Good faith". ' Section 554.2103, subsection 1,

paragraph "b".

-G~



S W 0 s N s W N

[ T
oW B W b3

(W
00 ~Jd

W W W WwWww NN NN NN Y R R
N WM O P O A Yy B W O W

"Instrument”. Section 554,9105, subsection 1,
paragraph "i",
"Merchant", Section 554.2104, subsection 1.
"Mortgage". Section 554.9105, subsection 1,
| paragrabh i,
"Pursuant to Section 554.9105, subsection 1,
commitment”, ‘paragraph “"k".
"Receipt". | Section 554,2103, subsection 1,
paragraph "c".
"Sale". Section 554.2106, subsection 1.
“Sale on approval", Section 554.2326.
“Sale or return", Section 554.2326.
"Seller", Section 554.2103, subsection 1,

| paragraph "4".

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

Sec., 8., NEW SECTION. 554.13104 LEASES SUBJECT TO OTHER
LAW.

1. A lease, although subject to this Article, is also
subject to any applicable:

a. certificate of title or registration statute of this

state: (including as provided in chapters 321 and 462A):

b. certificate of title statute of another jurisdietion
(section 554.13105); eor

c. consumer protection statute of this state, or final
consumer protection decision of a court of this state existing
on the effective date of this Act.

2. In case of conflict between this Article, other than
sections 554.13105, 554.13304, subsection 3, and 554,13305,
subsection 3, and a statute or decision referred.to in
subsection 1, the statute or decision controls.

3. Failure to comply with an applicable law has only the
effect specified therein.

Sec. 9., NEW SECTION, 554.13105 TERRITORIAL APPLICATION
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OF ARTICLE TO GOODS COVERED BY CERTIFICATE OF TITLE.

Subject to the provisions of sections 554.13304, subsection
3, and 554.13305, subsection 3, with respect to goods covered
by a certificate of title issued under a statute of this state
or of another jurisdiction, compliance and the effect of
compliance or noncompliance with a certificate of title
statute are governed by the law (including the conflict of
laws rules) of the jurisdiction issuing the certificate until
the earlier of (i) surrender of the certificate, or {(ii) four
months after the goods are removed from that jurisdiction and
thereafter until a new certificate of title is issued by
another jurisdiction.

Sec. 10. NEW SECTION. 554,13106 LIMITATION ON POWER OF
PARTIES TO CONSUMER LEASE TO CHOOSE APPLICABLE LAW AND
JUDICIAL FORUM. ' '

1. If the law chosen by the parties to a consumer lease is
that of a jurisdiction other than a jurisdiction in which the

lessee resides at the time the lease agreement becomes
enforceable or within thirty days thereafter or in which the
goods are to be used, the choice is not enforceable.

2. If the judicial forum chosen by the parties to a
consumer lease is a forum that would not otherwise have
jurisdiction over the lessee, the choice is not enforceable.

Sec. 1l. NEW SECTION. 554.13107 WAIVER OR RENUNCIATION
OF CLAIM OR RIGHT AFTER DEFAULT.

Any claim or right arising out of an alleged default or
breach of warranty may be discharged in whole or in part
without consideration by a written waiver or renunciation
signed and delivered by the aggrieved party.

Sec. 12. NEW SECTION. 554.13108 UNCONSCIONABILITY.

1. If the court as a matter of law finds a lease contract
or any clause of a lease contract to have been unconscionable.
at the time it was made the court may refuse to enforce the
lease contract, or it may enforce the remainder of the lease

" |

l\.

contract without the unconscionable clause, or it may so limit .
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the application of any unconscionable clause as to aveoid any
unconscionable result.

2. With respect to a consumer lease, if the court as a
matter of law finds that a lease contract or any clause of a
lease contract has been induced by unconscionable conduct or
that unconscionable conduct has occurred in the collection of
a claim arising from a lease contract, the court may grant
appropriate relief. |

3. Before making a finding of unconscionability under
subsection 1 or 2, the court, on its own motion or that of a
party, shall afford the parties a reasonable opportunity to
present evidence as to the setting, purpose, and effect of the
lease contract or clause thereof, or of the conduct.

4. In an action in which the lessee claims
unconscionability with respect to a consumer lease:

a. 1If the court finds unconscionability under subsection 1
or 2, the court shall award reasonable attorney's fees to the
lessee,

b. 1If the court does not find unconscionability and the
lessee claiming unconscionability has brought or maintained an
action that the lessee knew to be groundless, the court shall
awvard reasonable attorney's fees to the party against whom the
claim is made.

c. In determining attorney's fees, the amount of the
recovery on behalf of the claimant under subsections 1 and 2
is not controlling.

Sec. 13. NEW SECTION. 554.1310% OPTION TO ACCELERATE AT
WILL. '

1. A term providing that one party or the party's
successor in interest may accelerate payment or performance or
require collateral or additional collateral "at will" or “when’
the party deems the party insecure" or in words of similar
import must be construed to mean that the party has power to
do so only if the party in good faith beliéeves that the

prospect of payment or performance is impaired.
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2. With respect to a consumer lease, the burden of ‘
establishing good faith under subsection 1 is on the party who
exercised the power; otherwise the burden of establishing lack
of good faith is on the party against whom the power has been
exercised.

PART 2
FORMATION AND CONSTRUCTION OF LEASE CONTRACT
Sec. 14. NEW SECTION. 554.13201 STATUTE OF FRAUDS.
l. B lease contract is not enforceable by way of action or

defense unless:

a. the total payments to be made under the lease contract,
excluding payments for options to renew or buy, are less than
one thousand dollars; or

b. there is a writing, signed by the party against whom
enforcement is sought or by that party's authorized agent,
sufficient to indicate that a lease contract has been made
between the parties and to describe the goods leased and the
lease term. ‘» L

2. Any description of leased goods or of the lease term is
sufficient and satisfies subsection 1, paragraph "b", whether
or not it is specific, if it reasonably jidentifies what is
described.

3. A writing is not insufficient because it omits or
incorrectly states a term agreed upon, but the lease contract
is not enforceable under subsection 1, paragraph "b", beyond
the lease term and the quantity of goods shown in the writing.

4, A lease contract that does not satisfy the requirements
of subsection 1, but which is valid in other respects, is
enforceable:

a. if the goods are to be specially manufactured or
obtained for the lessee and are not suitable for lease or sale
to others in the ordinéry course of the lessor's business, and
the lessor, before notice of repudiation is received and under
circumstances that reascnably indicate that the goods are for
the lessee, has made either a substantial beginning of their

w7
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manufacture or commitments for their procurement;

b. if the party against whom enforcement is sought admits
in that party's pleading, testimony or otherwise in court that
a lease contract was made, but the lease contract is not
enforceable under this provision beyond the quantity of goods
admitted; or

c. with respect to goods that have been received and
accepted by the lessee.

S. The lease term under a lease contract referred to in
subsection 4 is:

a. if there is a writing signed by the party against whom
enforcement is sought or by that party's authorized agent
specifying the lease term, the term so specified;

b.. if the party against whom enforcement is sought admits
in that party's pleading, testimony, or otherwise in court a
lease term, the term so admitted; or

C. a reasonable lease term,

Sec. 15. NEW SECTION. 554.13202 FINAL WRITTEN EXPRESSION
~— PAROL OR EXTRINSIC EVIDENCE.

Terms with respect to which the confirmatory memoranda of

the parties agree or which are otherwise set forth in a
writing intended by the parties as a final expression of their
agreement with respect to such terms as are included therein
may not be contradicted by evidence of any prior agreement or
of a contemporaneous oral agreement but may be explained or
supplemented:

1. by course of dealing or usage of trade or by course of
performance; and

2. by evidence of consistent additional terms unless the
court finds the writing to have been intended also as a
complete and exclusive statement of the terms of the
agreement.

Sec. 16. NEW SECTION. 554.13203 SEALS INOPERATIVE,

The affixing of a seal to a writing evidencing a lease

contract or an offer to enter into a lease contract does not
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render the writing a sealed instrument and the law with
respect to sealed instruments does not apply to the lease
contract or offer. ‘

Sec. 17. NEW SECTION. 554.13204 FORMATION IN GENERAL,

1. A lease contract may be made in any manner sufficient
to show agreement, including conduct by both parties which
recognizes the existence of a lease contract.

2. An agreement sufficient to constitute a lease contract
may be found although the moment of its making is

undetermined.

3. Although one or more terms are left open, a lease
contract does not fail for indefiniteness if the parties have
intended to make a lease contract and there is a reasonably
certain basis for giving an appropriate remedy.

Sec. 18. NEW SECTION. 554.13205 FIRM OFFERS.

An vffer by a merchant to lease goods to or from another

person in a signed writing that by its terms gives assurance
it will be held open is not revocable, for lack of
consideration, during the time stated or, if no time is
stated, for a reasonable time, but in no event may the period
of irrevocability exceed three months. Any such term of
assurance on a form supplied by the offeree must be separately
signed by the offeror.

Sec. 19. NEW SECTION. 6554.13206 OFFER AND ACCEPTANCE 1IN
FORMATION OF LEASE CONTRACT.

1. Unless otherwise unambiguously indicated by the

language or circumstances, an offer to make a lease contract
must be construed as inviting acceptance in any manner and by
any medium reasonable in the circumstances.

2. If the beginning of a requested performance is a
reasonable mode of acceptance, an offeror who is not notified
of acceptance within a reasonable time may treat the offer as
having lapsed before acceptance.

Sec. 20. NEW SECTION. §554.13207 COURSE OF PERFORMANCE OR
PRACTICAL COﬁSTRUCTION.
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1. 1If a lease contract involves repeated occasions for
performance by either party with knowledge of the nature of
the performance and opportunity for objection to it by the
other, any course of performance accepted or acquiesced in
without objection is relevant to determine the meaning of the
lease agreement,

2. The express terms of a lease agreement and any course
of performance, as well as any course of dealing and usage of
trade, must be construed whenever reasonable as consistent
with each other; but if that construction is unreasonable,
express terms control course of performance, course of
performance controls both course of dealing and usage of
trade, and course of dealing controls usage of trade.

3. Subject to the provisions of section 554.13208 on
modification and waiver, course of performance is relevant to
show a waiver or modification of any term inconsistent with
the course of performance.

Sec. 21. NEW SECTION. 554,13208 MODIFICATION,
RESCISSION, AND WAIVER.

1. An agreement modifying a lease contract needs no

consideration to be binding. .

2. A signed lease agreement that excludes modification or
rescission except by a signed writing may not be otherwise
modified or rescinded, but, except as between merchants, such
a requirement on a form supplied by a merchant must be
separately signed by the other party. ‘

3. Although an attempt at modification or rescission does
not satisfy the requirements of subsection 2, it may operate
as a waiver,

4. A party who has made a waiver affecting an executory
portion of a lease contract may retract the waiver by
reasonable notification received by the other party that
strict performance will be required of any term waived, unless
the retraction would be unjust in view of a material change of
position in reliance on the waiver.
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Sec. 22, NEW SECTION. 554.13209 LESSEE UNDER FINANCE
LEASE AS BENEFICIARY OF SUPPLY CONTRACT.

l. The benefit of a supplier's promises to the lessor
under the supply contract and of all warranties, whether
express or implied, including those of any third party
provided in connection with or as part of the supply contract,
extends to the lessee to the extent of the lessee's leasehold
interest under a finance lease related to the supply contract,
but is subject to the terms of the warranty and of the supply
contract and all defenses or claims arising therefrom.

2. The extension of the benefit of a supplier's promises
and of warranties to the lessee under subsection 1 does not:
(1) modify the rights and obligations of the parties to the
supp.y contract, whether arising therefrom or otherwise, or
(ii) impose any duty or liability under the supply contract on

the lessee.

3. Any modification or rescission of the supply contract
by the supplier and the lessor is effective between the
supplier and the lessee unless, before the modification or
rescission, the supplier has received notice that the lessee
has entered into a finance lease related to the supply
contract, If the modification or rescission is effective
between the supplier and the lessee, the lessor is deemed to
have assumed, in addition to the obligations of the lessor to
the lessee under ;he lease contract, promises of the supplier
to the lessor and warranties that were so modified or
rescinded as they existed and were available to the lessee
before modification or rescission.

4. In addition to the extension of the benefit of the
supplier's promises and of warranties to the lessee under
subsection 1, the lessee retains all rights that the lessee
may have against the supplier which arise from an agreement
between the lessee and the supplier or under other law.

Sec. 23. NEW SECTION. 554.13210 EXPRESS WARRANTIES.

1. Express warranties by the lessor are created as
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follows:

a. Any affirmation of fact or promise made by the lessor
to the lessee which relates to the goods and becomes part of
the basis of the bargain creates an express warranty that the
goods will conform to the affirmation or promise. "

b. Any description of the goods which is made part of the
basis of the bargain creates an express warranty that the
goods will conform to the description,

c. Any sample or model that is made part of the basis of
the bargain creates an express warranty that the whole of the
goods will conform to the sample or model.

2. It is not necessary to the creation of an express
warranty that the lessor use formal words, such as "warrant"
or "guarantee," or that the lessor have a specific intention
to make a warranty, but an affirmation merely of the value of

the goods or a statement purporting to be merely the lessor's
opinion or commendation of the goods does not create a
warranty.

Sec. 24. NEW SECTION. 554.13211 WARRANTIES AGAINST
INTERFERENCE AND AGAINST INFRINGEMENT -~ LESSEE'S OBLIGATION
AGAINST INFRINGEMENT.

l. There is in a lease contract a warranty that for the
lease term no person holds a claim to or interest in the goods
that arose from an act or omission of the lessor, other than a
claim by way of infringement or the like, which will interfere
with the lessee's enjoyment of its leasehold interest.

2. Except in a finance lease there is in a lease contract
by a lessor who is a merchant regularly dealing in goods of
the kind a warranty that the goods are delivered free of the
rightful claim of any person by way of infringement or the
like.

3. A lessee who furnishes specifications to a lessor or a
supplier shall hold the lessor and the supplier harmless
against any claim by way of infringement or the like that
arises out of compliance with the specifications,
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Sec. 25, NEW SECTION. 554.13212 IMPLIED WARRANTY OF . |
MERCHANTABILITY.
1. Except in a finance lease, a warranty that the goods

will be merchantable is implied in a lease contract if the
lessor is a merchant with respect to goods of that kind.

2. Goods to be merchantable must be at least such as

a. pass without objection in the trade under the
description in the lease agreement;

b. in the case of fungible goods, are of fair average
quality within the description;

¢. are fit for the ordinary purposes for which goods of
that type are used;

d. run, within the variation permitted by the lease
agreement, of even kind, quality, and quantity within each
unit and among all units involved;

e. are adequately contained, packaged, and labeled as the
lease agreement may require; and

f. conform to any promises or affirmations of fact made on .
the container or label. ‘

3. Other implied warranties may arise from course of
dealing or usage of trade.

Sec. 26. NEW SECTION. 554.13213 IMPLIED WARRANTY OF
FITNESS FOR PARTICULAR PURPOSE.

Except in a finance lease, if the lessor at the time the

lease contract is made has reason to know of any particular
purpose for which the goods are required and that the lessee
is relying on the lessor's skill or judgment to select or
furnish suitable goods, there is in the lease contract an
implied warranty that the goods will be fit for that purpose.

Sec. 27. NEW SECTION. 554.13214 EXCLUSION OR
MODIFICATION OF WARRANTIES,

1. Words or conduct relevant to the creation of an express

warranty and words or conduct tending to negate or limit a
warranty must be construed wherever reasonable as consistent
with each other; but, subject to the provisions of section .
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554.13202 on parol or extrinsic evidence, negation or
limitation is inoperative to the extent that the construction
is unreasonable.

2. Subject to subsection 3, to exclude or modify the
implied warranty of merchantability or any part of it the
language must mention "merchantability", be by a writing, and
be conspicuous. Subject to subsection 3, to exclude or modify
any implied warranty of fitness the exclusion must be by a
writing and be conspicuous. Language to exclude all implied
warranties of fitness is sufficient if it is in writing, is
conspicuous and states, for example, "There is no warranty
that the goods will be fit for a particular purpose",

3. Notwithstanding subsection 2, but subject to subsection
4!

a. unless the circumstances indicate otherwise, all

implied warranties are excluded by expressions like "as is,"
or "with all faults," or by other language that in common
understanding calls the lessee's attention to the exclusion of
warranties and makes plain that there is no implied warranty,
if in writing and conspicuous; |

b. if the lessee before entering into the lease contract
has examined the goods or the sample or model as fully as
desired or has refused to examine the goods, there is no
implied warranty with regard toc defects that an examination
ought in the circumstances to have revealed; and

c. an implied warranty may alsc be excluded or modified by
course of dealing, course of performance, or usage of trade.

4. To exclude or modify a warranty against interference or
against infringement (section 554.13211) or any part of it,
the language must be specific, be by a writing, and be
conspicucus, unless theé circumstances, including course of
performance, course of dealing, or usége of trade, give the
lessee reason to know that the goods are being leased subject
to a claim or interest of any person. h

Sec. 28. NEW SECTION. 554.13215 CUMULATION AND CONFLICT
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OF WARRANTIES EXPRESS OR IMPLIED.

Warranties, whether express or implied, must be construed
as consistent with each other and as cumulative, but if that
construction is unreasonable, the intention of the parties
determines which warranty is dominant. In ascertaining that
intention the following rules apply:

1. Exact or technical specifications displace an
inconsistent sample or model or general language of
description.

2. B sample from an existing bulk displaces inconsistent
general language of description. .

3. Express warranties displace inconsistent implied
warranties other than an implied warranty of fitness for a
particular purpose. |

Sec. 29. NEW SECTION. 554.13216 THIRD-PARTY
BENEFICIARIES OF EXPRESS AND IMPLIED WARRANTIES.

A warranty to or for the benefit of a lessee under this

Article, whether express or implied, extends to any person who
may reasonably be expected to use, consume, or be affected by
the goods and who is injured by breach of the warranty. The
operation of this section may not be excluded, modified, or
limited with respect to injury to the person of an individual
to whom the warranty extends, but an exclusion, modification,
or limitation of the warranty, including any with respect to
rights and remedies, effective against the lessee is also
effective against the beneficiary designated under this
section.

Sec. 30. NEW SECTION. 554.13217 1IDENTIFICATION.

Identification of goods as goods to which a lease contract

refers may be made at any time and in any manner explicitly
agreed to by the parties. In the absence of explicit
agreement, identification occurs:

1. when the lease contract is made 1f the lease contract
is for a lease of goods that are existing and identified;

2. when the goods are shipped, marked, or otherwise
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designated by the lessor as goods to which the lease contract
refers, if the lease contract is for a lease of goods that are
not existing and identified; or

3. when the young are conceived, if the lease contract is
for a lease of unborn young of animals.

Sec. 31. NEW SECTION. 554.13218 INSURANCE AND PROCEEDS.

1. A lessee obtains an insurable interest when existing
goods are identified to the lease contract even though the
goods identified are nonconforming and the lessee has an

option to reject them.

2. If a lessee has an insurable interest only by reason of
the lessor's identification of the goods, the lessor, until
default or insolvency or notification to the lessee that

identification is final, may substitute other goods for those

identified.

3. Nétwithstanding a lessee's insurable interest under
subsections 1 and 2, the lessor retains an insurable interest
until an option to buy has been exercised by the lessee and
riskx of loss has passed to the lessee.

4. Nothing in this section impairs any insurable interest
recognized under any other statute or rule of law.

S. The parties by agreement may determine that one or more
parties have an obligation to obtain and pay for insurance
covering the goods and by agreement may determine the
beneficiary of the proceeds of the insurance.

Sec. 32. NEW SECTION. 554.13219 RISK OF LOSS.

1. Except in the case of a finance lease, risk of loss is
retained by the lessor and does not pass to the lessee. 1In

the case of a finance lease, risk of loss passes to the
lessee,

2. Subject to the provisions of this Article on the effect
of default on risk of ioss (sebtion 554.13220), if risk of
loss is to pass to the lessee and the time of passage is not
stated, the following rules apply:

a. If the lease contract requires or authorizes the goods
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to be shipped by carrier
(1) and it does not require delivery at a particular
destination, the risk of loss passes to the lessee when the

goods are duly delivered to the carrier; but

(2) if it does require delivery at a particular
destination and the goods are there duly tendered while in the
possession of the carrier, the risk of loss passes to the
lessee when the goods are there duly so tendered as to enable
the lessee to take delivery.

b. If the goods are held by a bailee to be delivered
without being moved, the risk of loss passes to the lessee on
acknowledgment by the bailee of the lessee's right to
possession of the goods.

c. In any case not within paragraph "a" or "b", the risk
of loss passes to the lessee on the lessee's receipt of the
goods if the lessor, or, in the case of a finance lease, the
supplier, is a merchant; otherwise the risk passes to the
lessee on tender of delivery.

Sec. 33, NEW SECTION. 554.13220 EFFECT OF DEFAULT ON
RISK OF LOSS.

1. Where risk of loss is to pass to the lessee and the
time of passage is not stated:

a. If a tender or delivery of goods so fails to conform to
the lease contract as to give a right of rejection, the risk
of their loss remains with the lessor, or, in the case of a
finance lease, the supplier, until cure or acceptance.

-b. 1f the lessee rightfully revokes acceptance, the
lessee, to the extent of any deficiency in the lessee's
effective insurance coverage, may treat the risk of loss as
having remained with the lessor from the beginning.

2. Whether or not risk of loss is to pass to the lessee,
if the lessee as to conforming goods already identified to a
lease contract repudiates or is otherwise in default under the
lease contract, the lessor, or, in the case of a finance
lease, the supplier, to the extent of any deficiency in the
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lessor's or supplier's effective insurance coverage may treat
the risk of loss as resting on the lessee for a commercially
reasonable time,
Sec. 34. NEW SECTION., 554.,13221 CASUALTY TO IDENTIFIED
GOODS. '
If a lease contract requires goods identified when the
lease contract is made, and the goods suffer casualty without

fault of the lessee, the lessor or the supplier before
delivery, or the goods suffer casualty before risk of loss
passes to the lessee pursuant to the lease agreement or
section 554.13219, then:

1, 1if the loss is total, the lease contract is avoided;
and

2. if the loss is partial or the goods have so
deteriorated as to no longer conform to the lease contract,
the lessee may nevertheless demand inspection and at the
lessee's option either treat the lease contract as avoided or,
except in a finance lease that is not a consumer lease, accept
the goods with due allowance from the rent payable for the
balance of the lease term for the deterioration or the
deficiency in quantity but without further right against the
lessor.

PART 3
EFFECT OF LEASE CONTRACT

Sec., 35. NEW SECTION. 554.13301 ENFORCEABILITY OF LEASE
CONTRACT.

Except as otherwise provided in this Article, a lease

contract is effective and enforceable according to its terms
between the parties, against purchasers of the goods and
against creditors of the parties.

Sec. 36. NEW SECTION. 554.13302 TITLE TO AND POSSESSION
OF GOODS.

Except as otherwise provided in this Article, each

provision of this Article applies whether the lessor or a
third party has title to the goods, and whether the lessor,

_24_




O @ < g b W

W o W W W KRN RN Y N Y R e e e e
[C L VS =2 I ¢ TN B - T VL B - VO G o e B Vo B ¢ « B < sV, I S PV R N B S o

the lessee, or a third party has possession of the goods,
notwithstanding any statute or rule of law that possession or
the absence of possession is fraudulent.

Sec. 37. NEW SECTION. 554.13303 ALIENABILITY OF PARTY'S
INTEREST UNDER LEASE CONTRACT OR OF LESSOR'S RESIDUAL INTEREST
IN GOODS; DELEGATION OF PERFORMANCE; TRANSFER OF RIGHTS.

1. As used in this section, "creation of a security
interest" includes the sale of a lease contract that is
subject to Article 9, Secured Transactions, by reason of
section 554.9102, subsection 1, paragraph "b".

2, Except as provided in subsections 3 and 4, a provision

in a lease agreement which (i)} prohibits the voluntary or
involuntary transfer, including a transfer by sale, sublease,
creation or enforcement of a security interest, or attachment,
levy, or other judicial process, of an interest of a party
under ‘the lease contract or of the lessor's residual interest
in the goods, or (ii) makes such a transfer an event of
default, gives rise to the rights and remedies provided in
subsection 5, but a transfer that is prohibited or is an event
of default under the lease agreement is otherwise effective.
3. A provision in a lease agreement which (i) prohibits
the creation or enforcement of a security interest in an
interest of a party under the lease contract or in the
lessor's residual interest in the goods, or (ii) makes such a
transfer an event of default, is not enforceable unless, and
then only to the extent that, there is an actual transfer by
the lessee of the lessee's right of possession or use of the
goods in violation of the provision or an actual delegation of
a material performance of either party to the lease contract
in violation of the provision. Neither the granting nor the
enforcement of a security interest in (i) the lessor's
interest under the lease contract or (ii) the lessor's
residual interest in the goods is a transfer that materially
impairs the prospect of obtaining return performance by,
materially changes the duty of, or materially increases the
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burden or risk imposed on, the lessee within the purview of
subsection 5 unless, and then only to the extent that, there
is an actual delegation of a material performance of the
lessor, ’

4. A provision in a lease agreement which (i) prohibits a
transfer of a right to damages for default with respect to the
whole lease contract or of a right to payment arising out of
the transferor's due performance of the transferor's entire
obligation} or (ii) makes such a transfer an event of default,
is not enforceable, and such a transfer is not a transfer that
materially impairs the prospect of obtaining return
performance by, materially changes the duty of, or materially
increases the burden or risk imposed on, the other party to
the lease contract within the purview of subsection 5.

5. Subject to subsections 3 and 4: ‘

a. 1if a transfer is made which is made an event of default
under a lease agreement, the party to the lease contract not
making the transfer, unless that party waives the default or

otherwise agrees, has the rights and remedies described in
section 554.13501, subsection 2; '
b. if paragraph "a" is not applicable and if a transfer is

made that (i) is prohibited under a lease agreement or (ii)
materially impairs the prospect of obtaining return
performance by, materially changes the duty of, or materially
increases the burden or risk imposed on, the other party to
the lease contract, unless the party not making the transfer
agrees at any time to the transfer in the lease contract or
otherwise, then, except as limited by contract, (i) the
transferor is liable to the party not making the transfer for
damages caused by the transfer to the extent that the damages
could not reasonably be preveﬁted by the party not making the
transfer and (ii) a court having jurisdiction may grant other
appropriate relief, including cancellation of the lease
contract or an injunction against the transfer.

6. A transfer of "the lease" or of "all my rights under
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the lease", or a transfer in similar general terms, is a
transfer of rights and, unless the language or the
circumstances, as in a transfer for security, indicate the
contrary, the transfer is a delegation of duties by the
transferor to the transferee. Acceptance by the transferee
constitutes a promise by the transferee to perform those
duties. The promise is enforceable by either the transferor
or the other party to the lease contract.

7. Unless otherwise agreed by the lessor and the lessee,
delegation of performance does not relieve the transferor as
against the other party of any duty to perform or of any
liability for default.

8. In a consumer lease, to prohibit the transfer of an
interest of a party under the lease contract or to make a
transfer an event of default, the Ianguage must be specific,
by a writing, and conspicuous.

Sec. 38. NEW SECTION. 554.13304 SUBSEQUENT LEASE OF
GOODS BY LESSOR, )

1. Subject to section 554.13303, a subseguent lessee from
a lessor of goods under an existing lease contract obtains, to
the extent of the leasehold interest transferred, the
leasehold interest in the goods that the lessor had or had

power to transfer, and except as provided in subsecticon 2 and
section 554.13527, subsection 4, takes subject to the existing
lease contract., A lessor with voidable title has power to
transfer a good leasehold interest to a good faith subsegquent
lessee for value, but only to the extent set forth in the
preceding sentence. 1f goods have been delivered under a
transaction of purchase, the lessor has that power even
though: ;

a. the lessor's transferor was deceived as to the identity
of the lessor;

b. the delivery was in exchange for a check which is later
dishonored; '

€. it was agreed that the transaction was to be a "cash
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sale"; or

d. the delivery was procured through fraud punishable as
larcenous under the criminal law.

2. A subsequent lessee in the ordinary course of business
from a lessor who is a merchant dealing in goods of that kind
to whom the goods were entrusted by the existing lessee of
that lessor before the interest of the subseguent lessee
became enforceable against that lessor obtains, to the extent
of the leasehold interest transferred, all of that lessor's
and the existing lessee's rights to the goods, and takes free
of the existing lease contract.

3. A subsequent lessee from the lessor of goods that are
subject to an existing lease contract and are covered by a
certificate of title issued under a statute of this state or
of another jurisdiction takes nec greater rights than those
provided both by this section and by the certificate of title
statute.

Sec. 39, NEW SECTION., 554.13305 SALE OR SUBLEASE OF
GOODS BY LESSEE.

1. Subject to the provisions of section 554.13303, a buyer

or sublessee from the lessee of goods under an existing lease

contract obtains, to the extent of the interest transferred,
the leasehold interest in the goods that the lessee had or had
power to transfer, and except as provided in subsection 2 and
section 554.13511, subsection 4, takes subject to the existing
lease contract. A lessee with a voidable leasehold interest
has power to transfer a good leasehold interest to a good
faith buyer for value or a good faith sublessee for value, but
only to the extent set forth in the preceding sentence. When
goods have been delivered under a transaction of lease the
lessee has that power even though: 7

a. the lessor was deceived as to the identity of the
lessee; )

b. the delivery was in exchange for a check which is later
dishonored; or
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c. the delivery was procured through fraud punishable as .
larcenous under the criminal law.
2. A buyer in the 6rdinary course of business or a
sublessee in the ordinary course of business from a lessee who
is a merchant dealing in goods of that kind to whom the goods
were entrusted by the lessor obtains, to the extent of the
interest transferred, all of the lessor's and lessee's rights
to the goods, and takes free of the existing lease contract.
3. A buyer or sublessee from the lessee of goods that are
subject to an existing lease contract and are covered by a
certificate of title issued under a statute of this state or
of another jurisdiction takes no greater rights than those
provided both by this section and by the certificate of title
statute. . )
Sec. 40. NEW SECTION., 554.13306 PRIORITY OF CERTAIN
LIENS ARISING BY OPERATION OF LAW,
If a person in the ordinary course of the person's business .

furnishes services or materials with respect to goods subject
to a lease contract, a lien upon those goods in the possession’
of that person given by statute or rule of law for those
materials or services takes priority over any interest of the
lessor or lessee under the lease contract or this Article
unless the lien is created by statute and the statute provides
otherwise or unless the lien is c¢reated by rule of law and the
rule of law provides otherwise,

Sec. 41. NEW SECTION. 554.13307 PRIORITY OF LIENS
ARISING BY ATTACHMENT OR LEVY ON, SECURITY INTERESTS IN, AND
OTHER CLAIMS TO GOODS. ‘

1. Except as otherwise provided in seétion 554.13306, a

creditor of a lessee takes subject to the lease contract.

2. Except as otherwise provided in subsections 3 and 4 and
in sections 554.13306 and 554.13308, a creditor of a lessor
takes subject to the lease contract unless:

a., the creditor holds a lien that attached to the goods

A -
 before the lease contract became enforceable, '
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b. the creditor holds a security interest in the goods and
the lessee did not give value and receive delivery of the
goods without knowledge of the security interest; or

c. the creditor holds a security interest in the goods
which was perfected (section 554.9303) before the lease
contract became enforceable.

3. A lessee in the ordinary course of business takes the
leasehold interest free of a security interest in the goods
created by the lessor even though the security interest is
perfected (section 554.9303) and the lessee knows of its

W D~ oh b W N
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11 existence.
12 4. A lessee other than a lessee in the ordinary course of
13 business takes the leasehold interest free of a security

interest to the extent that it secures future advances made
after the secured party acquires knowledge of the lease or

o
L TR 'S

more than forty-five days after the lease contract becomes

|l
-J

enforceable, whichever first occurs, unless the future
advances are made pursuant to a commitment entered into

[
»n

19 without knowledge of the lease and before the expiration of
20 the forty-five day period.

21 Sec. 42. NEW SECTION. 554.13308 SPECIAL RIGHTS OF

22 CREDITORS.

1. A creditor of a lessor in possession of goods subject

LS T 8
d= L

to a lease contract may treat the lease contract as void if as

8 ]
w

against the creditor retention of possession by the lessor is

%)
[«)}

fraudulent under any statute or rule of law, but retention of
possession in good faith and current course of trade by the
lessor for a commercially reasonable time after the lease
contract becomes enforceable is not fraudulent.

2. Nothing in this Article impairs the rights of creditors
of a lessor if the lease contract (i) becomes enforceable, not.
in current course of trade but in satisfaction of or as

W W W W o oW
W N O W B~

security for a preexisting claim for roney, security, or the
like, and (ii) is made under circumstances which under any
statute or rule of law apart from this Article would

L 7% I PV ]
i
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constitute the transaction a fraudulent transfer or voidable
preference. '

3. A creditor of a seller may treat a sale or an
identification of goods to a contract for sale as void if as
against the creditor retention of possession by the seller is
fraudulent under any statute or rule of law, but retention of
possession of the goods pursuant to a lease contract entered
into by the seller as lessee and the buyer as lessor in
connection with the sale or identification of the go¢ds is not
fraudulent if the buyer bought for value and in good faith.

Sec. 43. NEW SECTION. 554,13309 LESSOR'S AND LESSEE'S
RIGHTS WHEN GOODS BECOME FIXTURES.

1. 1In this section:

a. goods are "fixtures" when they become so related to
particular real estate that an interest in them arises under
real gstate law;

b. a "fixture filing"” is the filing, in the office where a
mortgage on the real estate would be filed or recorded, of a
financing statement covering goods that are or are to become
fixtures and conforming to the requirements of section
554.9402, subsection 5;

€. a lease is a "purchase money lease" unless the lessee
has possession or use of the goods or the right to possession
or use of the goods before the lease agreement is enforceable;

d. a mortgage is a "construction mortgage" to the extent
it secures an obligation incurred for the construction of an
improvement on land including the acquisition cost of the
land, if the recorded writing so indicates; and

e. "encumbrance" includes real estate mortgages and other
liens on real estate and all other rights in real estate that
are not ownership interests.,

2. Under this Article a lease may be of goods that are
fixtures or may continue in goods that become fixtures, but no
lease exists under this Article of ordinary building materials
incorporated intoc an improvement on land,
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3. This Article does not prevent creation of a lease of
fixtures pursuant to real estate law.

4. The perfected interest of a lessor of fixtures has
priority over a conflicting interest of an encumbrancer or
owner of the real estate if:

a. the lease is a purchase money lease, the conflicting
interest of the encumbrancer or owner arises before the goods
become fixtures, the interest of the lessor is perfected by a
fixture filing before the goods become fixtures or within ten
days thereafter, and the lessee has an interest of record in
the real estate or is in possession of the real estate; or

b. the interest of the lessor is perfected by a fixture
filing before the interest of the encumbrancer or owner is of
record, the lessor's interest has priority over any
conflicting interest of a predecessor in title of the
encumbrancer or owner, and the lessee has an interest of
record in the real estate or is in possession of the real

estate,
5. The interest of a lessor of fixtures, whether or not
perfected, has priority over the conflicting interest of an

encumbrancer or owner of the real estate if:

a. the fixtures are readily removable factory or office
machines, readily removable equipment that is not primarily
used or leased for use in the operation of the real estate, or
readily removable replacements of domestic appliances that are

goods subject to a consumer lease, and before the goods become
fixtures the lease contract is enforceable; or

b. the conflicting interest is a lien on the real estate
obtained by legal or egquitable proceedings after the lease
contract is enforceable; or

¢. the encumbrancer or owner has consented in writing to
the lease or has disclaimed an interest in the goods as
fixtures; or

d. the lessee has a right to remove the goods as against
the encumbrancer or owner. If the lessee's right to remove
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terminates, the priority of the interest of the lessor
continues for a reasonable time. ’

6. Notwithstanding subsection 4, paragraph "a", but
otherwise subject to subsections 4 and 5, the interest of a
lessor of fixtures, including the lessor's residual interest,
is subordinate to the conflicting interest of an encumbrancer
of the real estate under a construction mortgage recorded
before the goods become fixtures if the goods become fixtures
before the completion of the construction. To the extent
given to refinance a construction mortgage, the conflicting
interest of an encumbrancer of the real estate under a
mortgage has this priority to the same extent as the
encumbrancer of the real estate under the construction

mortgage.
7. 1In cases not within the preceding subsections, priority
between the interest of a lessor of fixtures, including the

lessor's residual interest, and the conflicting interest of an
encumbrancer or owner of the real estate who is not the lessee
is determined by the priority'rules governing conflicting
interests in real estate.

8. If the interest of a lessor of fixtures, including the
lessor's residual interest, has priority over all conflicting
interests of all owners and encumbrancers of the real estate,
the lessor or the lessee may (i) on default, expiration,
termination, or cancellation of the lease agreement but
subject to the lease agreement and this Article, or (ii) if
necessary to enforce other rights and remedies of the lessor
or lessee under this Article, remove the goods from the real
estate, free and clear of all conflicting.interests of all
owners and encumbrancers of the real estate, but the lessor or
lessee must reimburse any encumbrancer or owner of the real
estate who is not the lessee and who has not otherwise agreed
for the cost of repair of any physical injury, but not for any
diminution in value of the real estate caused by the absence

O‘i;

of the goods removed or by any necessity of replacing them. A .
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person entitled to reimbursement may refuse permission to
remove until the party seeking removal gives adequate security
for the performance of this obligation.

9. Even though the lease agreement does not create a
security interest, the interest of a lessor of fixtures,
including the lessor's residual interest, is perfected by
filing 2 financing statement as a fixture filing for leased
goods that are or are to become fixtures in accordance with
the relevant provisions of the Article on Secured Transactions
(Article 9).

Sec. 44, NEW SECTION., 5%4,13310 LESSOR'S AND LESSEE'S
RIGHTS WHEN GOODS BECOME ACCESSIONS.

1. Goods are "accessions" when they are installed in or

affixed to other goods.

2.. The interest of a lessor or a lessee under a lease
contract entered into before the goods became accessions is
superior to all interests in the whole except as stated in
subsection 4.

3. The interest of a lessor or a lessee under a lease
contract entered into at the time or after the goods became
accessions is superior to all subsequently acquired interests
in the whole except as stated in subsection 4 but is
subordinate to interests in the whole existing at the time the
lease contract was made unless the holders of such interests
in the whole have in writing consented to the lease or
disclaimed an interest in the goods as part of the whole.

4. The interest of a lessor or a lessee under a lease
contract described in subsection 2 or 3 is subordinate to the
interest of

a. @& buyer in the ordinary course of business or a lessee
in the ordinary course of business of any interest in the
whole acquired after the goods'became accessions; or

b. a creditor with a security interest in the whole
perfected before the lease contract was made to the extent
that the creditor makes subseguent advances without knowledge
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of the lease contract.

5. When under subsections 2 or 3 and 4 a lessor or a
lessee of accessions holds an interest that is superior to all
interests in the whole, the lessor or the lessee may (i) on
default, expiration, termination, or cancellation of the lease
contract by the other party but subject to the provisions of
the lease contract and this Article, or (ii) if necessary to
enforce the lessor's or lessee's other rights and remedies
under this Article, remove the goods from the whole, free and
clear of all interests in the whole, but the lessor or lessee
must reimburse any holder of an interest in the whole who is
not the lessee and who has not otherwise agreed for the cost
of repair of any physical injury but not for any diminution in
value of the whole caused by the ahsence of the goods removed
or by any necessity for replacing them. A person entitled to
reimbursement may refuse permission to remove until the party
seeking removal gives adequate security for the performance of
this obligation.

Sec. 45. NEW SECTION. 554.13311 PRIORITY SUBJECT TO
SUBORDINATION,

Nothing in this Article prevents subordination by agreenment

by any person entitled to priority.
PART 4
PERFORMANCE OF LEASE CONTRACT -- REPUDIATED,
SUBSTITUTED, AND EXCUSED

‘Sec. 46. NEW SECTION. 554.13401 INSECURITY -- ADEQUATE
ASSURANCE OF PERFORMANCE.

1. A lease contract imposes an obligation on each party
that the other's expectation of receiving due performance will

not be impaired. 7

2., If reasonable grounds for insecurity arise with respect
to the performance of either party, the insecure party may |
demand in writing adeguate assurance of due performance.
Until the insecure party receives that assurance, if
commercially reasonable the insecure party may suspend any
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performance for which the insecure party has not already
received the agreed return.

3. A repudiation of the lease contract occurs if assurance
of due performance adequate under the circumstances of the
particular case is not provided to the insecure party within a
reasonable time, not to exceed thirty days after receipt of a
demand by the other party.

4. Between merchants, the reasonableness of grounds for
insecurity and the adequacy of any assurance offered must be
determined according to commercial standards.

5. Acceptance of any nonconforming delivery or payment
does not prejudice the aggrieved party's right to demand
adeguate assurance of future performance.

Sec. 47. NEW SECTION. 554.13402 ANTICIPATORY
REPUDIATION.

If either party repudiates a lease contract with respect to
a performance not yet due under the lease contract, the loss
of which performance will substantially impair the value of
the lease contract to the other, the aggrieved party may:

1. "for a commercially reasonable time, await retraction of

repudiation and performance by the repudiating party;

2. make demand pursuant to section 554.13401 and await
assurance of future performance adeguate under the
circumstances of the particular case; or

3. resort to any right or remedy upon default under the
lease contract or this Article, even though the aggrieved
party has notified the repudiating party that the aggrieved
party would await the repudiating party's performance and
assurance and has urged retraction; In addition, whether or
not the aggrieved party is pursuing one of the foregoing
remedies, the aggrieved party may suspend performance or, if
the aggrieved party is the lessor, proceed in accordance with
the provisions of this Article on the iessor's right to
identify gbods to the lease contract notwithstanding default
or to salvage unfinished goods {section 554.13524).
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Sec. 48. NEW SECTION. 554.13403 RETRACTION OF - O

ANTICIPATORY REPUDIATION, ‘
1. Until the repudiating party's next performance is due,
the repudiating party can retract the repudiation unless,
since the repudiation, the aggrieved party has cancelled the
lease contract or materially changed the aggrieved party's
position or otherwise indicated that the aggrieved party
considers the repudiation final.
2. Retraction may be by any method that clearly indicates
to the aggrieved party that the repudiating party intends to
perform under the lease contract and includes any assurance
demanded under section 554.,13401.
3. Retraction reinstates a repudiating party's rights
under a lease contract with due excuse and allowance to the
aggrieved party for any delay occasioned by the repudiation.
Sec. 49. NEW SECTION. 554.13404 SUBSTITUTED PERFORMANCE,
1. Tf without fault of the lessee, the lessor and the .
supplier, the agreed berthing, loading, or unloading .

facilities fail or the agreed type of carrier becomes
unavailable or the agreed manner of delivery otherwise becomes
commercially impracticable, but a commercially reasonable
substitute is available, the substitute performance must be
tendered and accepted.

2. If the agreed means or manner of payment fails because
of domestic or foreign governmental regulation:

.a. the lessor may withhold or stop delivery or cause the
supplier to withhold or stop delivery unless the lessee
provides a means or manner of payment that is commercially a
substantial equivalent; and

b. if delivery has already been taken, payment by the
means or in the manner provided by the regulation discharges
the lessee's obligation unless the regulation is
discriminatory, oppressive, or predatory.

Sec. 50. NEW SECTION. 5%54.13405 EXCUSED PERFORMANCE. . H

Subject to section 554.13404 on substituted performance,
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the following rules apply:

l. Delay in delivery or nondelivery in whole or in part by
a lessor or a supplier who complies with subsections 2 and 3
is not a default under the lease contract if performance as
agreed has been made impracticable by the occurrence of a
contingency the nonoccurrence of which was a basic assumption
on which the lease contract was made or by compliance in good
faith with any applicable foreign or domestic governmental
regulation or order, whether or not the regulation or order
later proves to be invalid.

2. If the causes mentioned in subsection 1 affect only
part of the lessor's or the supplier's capacity to perform,
the lessor or supplier shall allocate production and

deliveries among the lessor's or supplier's customers but at

the lessor's or supplier's option may include regular ¢
customers not then under ¢ontract for sale or lease as well as
the lessor's or supplier's own requirements for further
manufacture., The lessor or supplier may so allocate in any
manner that is fair and reasonable,

3. The lessor seasonably shall notify the lessee and in
the case of a finance lease the supplier seascnably shall
notify the lessor and the lessee, if known, that there will be
delay or nondelivery and, if allocation is required under
subsection 2, of the estimated quota thus made available for
the lessee.

Sec. 51. NEW SECTION. 554.13406 PROCEDURE ON EXCUSED
PERFORMANCE.,

1. If the lessee receives notification of a material or
indefinite delay or an allocation justified under section
554.13405, the lessee may by written notification to the

lessor as to any goods involved, and with respect to all of
the goods if under an installment lease contract the value of
the whole lease contract is substantially impaired (section
554.13510):

a. terminate the lease contract (section 554.13505,
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subsection 2); or .
b. except in a finance lease that is not a consumer lease,
modify the lease contract by accepting the available .quota in

substitution, with due allowance from the rent payable for the

balance of the lease term for the deficiency but without
further right against the lessor.

2, 1If, after receipt of a notification from the lessor
under section 554.13405, the lessee fails so to modify the
lease agreement within a reasonable time not exceeding thirty

days, the lease contract lapses with respect to any deliveries

affected.

Sec. 52. NEW SECTION. 554.13407 IRREVOCABLE PROMISES --
FINANCE LEASES.

1. In the case of a finance lease that is not a consumer

lease the lessee's promises under the lease contract become
irrevocable and independent upon the lessee's acceptance of
the goods,

2. A promise that has become irrevocable and independent
under subsection 1:

a. is effective and enforceable between the parties, and
by or against third parties including assignees of the
parties, and '

b. is not subject to cancellation, termination,
modification, repudiation, excuse, or substitution without the
consent of the party to whom the promise runs.

3. This section does not affect the validity under any
other law of a covenant in any lease contract making the
lessee's promises irrevocable and independent upon the
lessee's acceptance of the goods.

PART 5
DEFAULT
A. IN GENERAL

Sec. 53. NEW SECTION. 554.13501 DEFAULT -- PROCEDURE.

1. Whether the lessor or the lessee is in default under a
lease contract is determined by the lease agreement and this
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Article.

2. If the lessor or the lessee is in default under the
lease contract, the party seekiné enforcement has rights and
remedies as provided in this Article and, except as limited by
this Article, as provided in the lease agreement.

3. 1If the lessor or the lessee is in default under the
lease contract, the party seeking enforcement may reduce the
party's claim to judgment, or otherwise enforce the .lease
contract by self-help or any available judicial procedure or
nonjudicial procedure, including administrative proceeding,
arbitration, or the like, in accordance with this Article.

4. Except as otherwise provided in section 554.1106,
subsection 1, of this Article or the lease agreement, the

rights and remedies referred to in subsections 2 and 3 are

cumulative.,

5. If the lease agreement covers both real property and
goods, the party seeking enforcement may proceed under this
Part as to the goods, or under other applicable law as to both
the real property and the goods in accordance with that
party's rights and remedies in respect of the real property,
ir which case this Part does not apply.

Sec. 54. NEW SECTION. 554.13502 NOTICE AFTER DEFAULT.

Except as otherwise provided in this Article or the lease

agreement, the lessor or lessee in default under the lease
contract is not entitled to notice of default or notice of
enforcement from the other party to the lease agreement.

Sec, 55. NEW SECTION. 554.13503 MODIFICATION OR
IMPAIRMENT OF RIGHTS AND REMEDIES.

1. Except as otherwise provided in this Article, the lease
agreement may include rights and remedies for default in
addition to or in substitution for those provided in this
Article and may limit or alter the measure of damages

recoverable under this Article.
2. Resort to a remedy provided under this Article or in
the lease agreement is optional unless the remedy is expressly
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agreed to be exclusive. If circumstances cause an exclusive
or limited remedy to fail of its essential purpose, or
provision for an exclusive remedy is unconscionable, remedy
may be had as provided in this Article.

3. Conseqguential damages may be liquidated under section
554.13504, or may otherwise be limited, altered, or excluded
unless the limitation, alteration, or exclusion is
unconscionable. Limitation, alteration, or exclusion of
consequential damages for injury to the person in the case of
consumer goods is prima facie unconscionable but limitation,
alteration, or exclusion of damages where the loss is
comnercial is not prima facie unconscionable.

4. Rights and remedies on default by the lessor or the
lessee with respect to any obligation or promise collateral or
ancillary to the lease contract are not impaired by this
Article. .

Sec., 56. NEW SECTION. 554.13504 LIQUIDATION OF DAMAGES.

1. Damages payable by either party for default, or any

other act or omission, including indemnity for loss or
diminution of anticipated tax benefits or loss or damage to
lessor's residual interest, may be liquidated in the lease
agreement but only at an amount or by a formula that is
reasonable in light of the then anticipated harm caused by the
default or other act or omission,

2. 1f the lease agreement provides for liquidation of
damages, and such provision does not comply with subsection 1,
or such provision is an exclusive or limited remedy that
circumstances cause to fail of its essential purpose, remedy
may be had as provided in this Article.

3. If the lessor justifiably withholds or stops delivery
of goods because of the lessee's default or insclvency
(section 554.13525 or 554.13%526), the lessee is entitled to
restitution of any amount by which the sum of the lessee's
payments exceeds:

' .

a. the amount to which the lessor is entitled by virtue of Q
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terms liquidating the lessor's damages in accordance with
subsection 1; or

b. in the absence of those terms, twenty percent of the
then present value of the total rent the lessee was obligated
to pay for the balance of the lease térm, or, in the case of a
consumer lease, the lesser of such amount or five hundred
dollars.

4. A lessee's right to restitution under subsection 3 is
subject to offset to the extent the lessor establishes:

a. a right to recover damages under the provisions of this
Article other than subsection 1; and

b. the amount or value of any benefits received by the
lessee directly or indirectly by reason of the lease contract.

Sec., 57. NEW SECTION. 554.13505 CANCELLATION AND
TERMINATION AND EFFECT OF CANCELLATION, TERMINATION,
RESCISSION, OR FRAUD ON RIGHTS AND REMEDIES.

l. On cancellation of the lease contract, all obligations
that are still executory on both sides are discharged, but any

right based on prior default or performance survives, and the
cancelling party also retains any remedy for default of the
whole lease contract or any unperformed balance.

2. On termination of the lease contract, all cbligations
that are still executory on both sides are discharged but any
right based on prior default or performance survives.

3., Unless the contrary intention clearly appears,
expressions of “cancellation," "rescission,” or the like of
the lease contract may not be construed as a renunciation or

discharge of any claim in damages for an antecedent default.
4. Rights and remedies for material misrepresentation or
fraud include all rights and remedies available under this

Article for default.
S. Neither rescission nor a claim for rescission of the

lease contract nor rejection or return of the goods may bar or
be deemed inconsistent with a claim for damages or other right
or remedy.
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Sec. 58. NEW SECTION. 554.13506 STATUTE OF LIMITATIONS.

1. An action for default under a lease contract,.including
breach of warranty or indemnity, must be commenced within four
years after the cause of action accrued. By the original
lease contract the parties may reduce the period of limitation
to not less than one year,

2. A cause of action for default accrues when the act or
omission on which ;he default or breach of warranty is based
is or should have been discovered by the aggrieved party, or
when the default occurs, whichever is later. A cause of
action for indemnity accrues when the act or omission on which
the claim for indemnity is based is or should have been
discovered by the indemnified party, whichever is later.

3. If an action commenced within the time limited by
subsection 1 is so terminated as to leave available a remedy
by another action for the same default or breach of warranty
or indemnity, the other action may be commenced after the
explration of the time limited and within six months after the
termination of the first action unless the termination
resulted from voluntary discontinuance or from dismissal for
failure or neglect to prosecute.

4. This section does not alter the law on tolling of the
statute of limitations nor does it apply to causes of action
that have accrued before this Article becomes effective.

Sec. 59. NEW SECTION. 554.13507 PROOF OF MARKET RENT --
TIME AND PLACE.

1. Damages based on market rent (section 554.13519 or
554.13528) are determined according to the rent for the~use of
the goods concerned for a lease term identical to the
remaining lease term of the original lease agreement and
prevailing at the times specified in sections 554.13519 and
554.,13528. _

2. If evidence of rent for the use of the goods concerned
for a lease term identical to the remaining lease term of the

original lease agreement and prevailing at the times or places
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described in this Article is not readily available, the rent
prevailing within any reasonable ‘time before or after the time
described or at any other place or for a different lease term
which in commercial judgment or under usage of trade would
serve as a reasonable substitute for the one described may be
used, making any proper allowance for the difference,
including the cost of transporting the goods to or from the
other place.

3. Evidence of a relevant rent prevailing at a time or
place or for a lease term other than the one described in this
Article offered by one party is not admissible unless and
until the party has given the other party notice the court
finds sufficient to prevent unfair surprise.

4. 1If the prevailing rent or value of any goods regularly
leased in any established market is in issue, reports in
official publications or trade journals or in newspapers Or
periodicals of general circulation published as the reports of
that market are admissible in evidence. The circumstances of

the preparation of the report may be shown to affect its

weight ‘but not its admissibility.
B. DEFAULT BY LESSOR.

Sec., 60, NEW SECTION. 6554.13508 LESSEE'S REMEDIES.

1. I1f a lessor fails to deliver the goods in conformity to
the lease contract (section 554,13509) or repudiates the lease
contract (section 554.13402), or a lessee rightfully rejects
the goods (section 554.13509) or justifiably revokes
acceptance of the goods (section 554.13517), then with respect
to any goods involved, and with respect to all of the goods if
under an installment lease contract the value of the whole
lease contract is substantially impaired (section 554.13510),
the lessor is in default under the lease contract and the

lessee may:
a. cancel the lease contract (section 554.13505,

subsection l};
b. recover so much of the rent and security as has been
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paid and is just under the circumstances; .

c. cover and recover damages as to all goods affected
whether or not they have been identified to the lease contract
(sections 554.13518 and 554.13520)}, or recover damages for '
nondelivery (sections 554.13519 and 554.13520);

d. exercise any other rights or pursue any other remedies
provided in the lease contract.

2. 1If a lessor . fails to deliver the goods in conformity to
the lease contract or repudiates the lease contract, the
lessee may also:

a. 1if the goods have been identified, recover them
(section 554,13522); or

b. in a proper case, obtain specific performance or
replevy the goods (section 554.13521).

3. If a lessor is otherwise in.default under a lease
contract, the lessee may exercise the rights and pursue the
remedies provided in the lease contract, which may include a
right to cancel the lease, and in section 554.13519,
subsection 3. _

4. 1If a lessor has breached a warranty, whether express or
implied, the lessee may recover damages (section 554.13519,
subsection 4). )

5. On rightful rejection or justifiable revocation of
acceptance, a lessee has a security interest in goods in the
lessee's possession or control for any rent and security that
has been paid and any expenses reasonably incurred in their
inspection, receipt, transpoftation, and care and custody and
may hold those goods and dispose of them in good faith and in
a commercially reasonable manner, subject to section
554.13527, subsection 5.

6. Subject to the provisions of section 554.13407, a
lessee, on notifying the lessor of the lessee's intention to
do so, may deduct all or any part of the damages resulting
from any default under the lease contract from any part of the
rent still dpe under the same lease contract.
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Sec. 61. NEW SECTION. 554.13509 LESSEE'S RIGHTS ON
IMPROPER DELIVERY =-- RIGHTFUL REJECTION.

1. Subject to the provisions of section 554.13510 on
default in installment 1gase contracts, if the goods or the

tender or delivery fail in any respect to conform to the lease
contract, the lessee may reject or accept the goods or accept
any commercial unit or units and reject the rest of the goods.

2. Rejection of goods is ineffective unless it is within a
reasonable time after tender or delivery of the goods and the
lessee seasonably notifies the lessor. :

Sec. 62. NEW SECTION. 554,13510 INSTALLMENT LEASE
CONTRACTS -- REJECTION AND DEFAULT.

1. Under an installment lease contract a lessee may reject

any delivery that is nonconforming if the nonconformity
substantially impairs the value of that delivery and cannot be
cured or the nonconformity is a defect in the reqguired
documents; but if the nonconformity does not fall within
subsection 2 and the lessor or the supplier gives adequate
assurance of its cure, the lessee must accept that delivery.

2. Whenever nonconformity or default with respect to one
or more deliveries substantially impairs the value of the
installment lease contract as a whole there is a default with
respect to the whole. But, the aggrieved party reinstates the
installment lease contract as a whole if the aggrieved party
accepts a nonconforming delivery without seasonably notifying
of cancellation or brings an action with respect only to past
deliveries or demands performance as to future deliveries.

Sec. 63. NEW SECTION. 554.13511 MERCHANT LESSEE'S DUTIES
AS TO RIGHTFULLY REJECTED GOODS.

1. Subject to any security interest of a lessee (section
554,13508, subsection 5), if a lessor or a supplier has no
agent or place of business at the market of rejection, a

merchant lessee, after rejection of goods in the merchant
lessee's possession or contrel, shall follow any reasonable
instructions received from the lessor or the supplier with
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respect to the goods. 1In the absence of those instructions, a
merchant lessee shall make reasonable efforts to sell, lease,
or otherwise dispose of the goods for the lessor's or
supplier’'s account if they threaten to decline in value
speedily. Instructions are not reasonable if on demand
indemnity for expenses is not forthcoming. ‘

2. If a merchant lessee (subsection 1) or any other lessee
(section 554.13512) disposes of goods, the lessee is entitled
to reimbursement either from the lessor or the supplier or out
of the proceeds for reasonable expenses of caring for and
disposing of the goods and, if the expenses include no
disposition commission, to such commission as is usual in the
trade, or if there is none, to a reasonable sum not exceeding
ten percent of the gross proceeds, .

3. In complying with this section or section 554.13512,
the lessee is held only to good faith. Good faith conduct
hereunder. is neither acceptance or conversion nor the basis of
an action for damages.

4. A purchaser who purchases in good faith from a 1es§ee
pursuant to this section or section 554.13512 takes the goods
free of any rights of the lessor and the supplier even though
the lessee fails to comply with one or more of the
requirements of this Article.

Sec. 64. NEW SECTION. 554.13512 LESSEE'S DUTIES AS TO
RIGHTFULLY REJECTED GOODS.

1. Except as otherwise provided with respect to goods that
threaten to decline in value speedily (section 554.13511) and
subject to any security interest of a lessee (sectioh
554.13508, subsection 5):

a. the lessee, after rejection of goods in the lessee's
possession, shall hold them with reasonable care at the
lessor's or the supplier's disposition for a reasonable time

after the lessee's seasonable notification of rejection;
b. if the lessor or the supplier gives no instructions

~within a reasonable time after notification of rejection, the
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lessee may store the rejected goods for the lessor's or the
supplier's account or ship them to the lessor or the supplier
or dispose of them for the lessor's or the supplier's account
with reimbursement in the manner provided in section
554.13511; but ' '

C. the lessee has no further obligations with regard to
goods rightfully rejected.

2. Action b§ the lessee pursuant to subsection 1 is not
acceptance or conversion,

Sec. 65. NEW SECTION. 554.13513 CURE BY LESSOR OF
IMPROPER TENDER OR DELIVERY -- REPLACEMENT.

1. If any tender or delivery by the lessor or the supplier

is rejected because nonconforming and the time for performance
has not yet expired, the lessor or the supplier may seasonably
notify the lessee of the lessor's or the supplier's intention
to cure and may then make a conforming delivery within the
time provided in the lease contract,

2. If the lessee rejects a nonconforming tender that the
lessor or the supplier had reasonable grounds to believe would
be acceptable with or without money allowance, the lessor or
the supplier may have a further reasonable time to substitute
a conforming tender if the lesser or supplier seasonably
notifies the lessee.

Sec. 66. NEW SECTION. 554.13514 WAIVER OF LESSEE'S
OBJECTIONS.

1., In rejecting goods, a lessee's failure to state a
particular defect that is ascertainable by reasonable
inspection precludes the lessee from relying on the defect to
justify rejection or to establish default: '

a. if, stated seasonably,‘the lessor or the supplier could
have cured it (section 554.13513); or

b. between merchants if the lessor or the supplier after

rejection has made a request in writing for a full and final
written statement of all defects on which the lessee proposes

to rely.
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2. A lessee’'s failure to reserve rights when paying rent
or other consideration against documents precludes recovery of
the payment for defects apparent on the face of the documents.

Sec. 67. NEW SECTION. 554.13515 ACCEPTANCE OF GOODS.

1, Acceptance of goods occurs after the lessee has had a
reasonable opportunity to inspect the goods and

a. the lessee signifies or acts with respect to the goods
in a manner that signifies to the lessor or the supplier that

the goods are conforming or that the lessee will take or
retain them in spite of their nonconformity; or

b. the lessee fails to make an effective rejection of the
goods (section 554.13509, subsection 2).

2. Acceptance of a part of any commercial unit is
acceptance of that entire unit.

Sec. 68. NEW SECTION. 554.13516 EFFECT OF ACCEPTANCE OF
GOODS -- NOTICE OF DEFAULT -- BURDEN OF ESTABLISHING DEFAULT
AFTER ACCEPTANCE ~-- NOTICE OF CLAIM OR LITIGATION TO PERSON
ANSWERABLE OVER. .

l. A lessee must pay rent for any goods accepted in

accordance with the lease contract, with due allowance for
goods rightfully rejected or not delivered.

2. A lessee's acceptance of goods precludes rejection of
the goods accepted. In the case of a finance lease, if made
with knowledge of a nonconformity, acceptance cannot be
revoked because of it. In any other case, if made with
knowledge of a nonconformity, acceptance cannot be revoked
because of it unless the acceptance was on the reasonable
assumption that the nonconformity would be seasonably cured.
Acceptance does not of itself impair any other remedy provided
by this Article or the lease agreement for nonconformity.

3. If a tender has been accepted:

a. within a reasonable time after the lessee discovers or

should have discovered any default, the lessee shall notify
the lessor and the supplier, if any, or be barred from any
remedy against the party not notified;
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b. except in the case of a consumer lease, within a
reasonable time after the lessee receives notice of litigation
for infringement or the like (section 554.13211) the lessee
shall notify the lessor or be barred from any remedy over for
liability established by the litigation; and

¢. the burden is on the lessee to establish any default.

4. If a lessee is sued for breach of a warranty or other
obligation for which a lessor or a supplier is answerable over
the following apply:

a., The lessee may give the lessor or the supplier, or
both, written notice of the litigation. If the notice states
that the person notified may come in and defend and that if
the person notified does not do so that person will be bound
in any action against that person by the lessee by any
determination of fact common to the two litigations, then
unless the person notified after seasonable receipt of the
notice does come in and defend that person is so bound.

b. The lessor or the supplier may demand in writing that
the lessee turn over control of the litigation including
settlement if the claim is one for infringement or the like
(section 554,13211) or else be barred from any remedy over.

If the demand states that the lessor or the supplier agrees to
bear all expense and to satisfy any adverse judgment, then
unless the lessee after seasonable receipt of the demand does
turn over control the lessee is s0 barred.

5. Subsections 3 and 4 apply to any obligation of a lessee
to hold the lessor or the supplier harmless against
infringement or the like (section 554.13211),

Sec. 69, NEW SECTION. 554.13517 REVOCATION OF ACCEPTANCE
OF GOODS.

1. A lessee may revoke acceptance of a lot or commercial
unit whose nonconformity substantially impairs its value to
the lessee if the lessee has accepted it:

a. except in the case of a finance lease, on the
reasonable assumption that its nonconformity would be cured
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and it has not been seasonably cured; or

b. without discovery of the nonconformity if the lessee's
acceptance was reasonably induced either by the lessor's
assurances or, except in the case of a finance lease, by the
difficulty of discovery before acceptance.

2. Except in the case of a finance lease that is not a
consumer lease, a lessee may revoke acceptance of a lot or
commercial unit if the lessor defaults under the lease
contract and the default substantially impairs the value of
that lot or commercial unit to the lessee.

3. If the lease agreement so provides, the lessee may
revoke acceptance of a lot or commercial unit because of other
defaults by the lessor.

4. Revocation of acceptance must occur within a reascnable
time after the lessee discovers or .should have discovered the
ground for it and before any substantial change in condition
of the goods which is not caused by the nonconformity.
Revoca*tion is not effective until the lessee notifies the
lessor. '

S. A lessee who so revokes has the same rights and duties
with regard to the goods involved as if the lessee had
rejected them.

Sec., 70. NEW SECTION. 554.13518 COVER -- SUBSTITUTE
GOODS.

1. After a default by a lessor under the lease contract of
the type described in section 554.13508, subsection 1, or, if
agreed, after other default by the lessor, the lessee may

cover by making any purchase or lease of or contract to
purchase or lease goods in substitution for those due from the
lessor.

2. Except as otherwise provided with respect to damages
ligquidated in the lease agreement (section 554.13504) or
otherwise determined pursuant to agreement of the parties
(sections 554.1102, subsection 3, and 554.13503), if a
lessee's cover is by a lease agreement substantially similar
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to the original lease agreement and the new lease agreement is
made in good faith and in a commercially reasonable manner,
the lessee may recover from the lessor as damages (i) the
present value, as of the date of the commencement of the term
of the new lease agreement, of the rent under the new lease
agreement applicable to that period of the new lease term
which is comparable to the then remaining term of the original
lease agreement minus the present value as of the same date of
the total rent for the then remaining lease term of the
original lease agreement, and (ii) any incidental or
consequential damages, less expenses saved in conseqguence of
the lessor's default. |

3. If a lessee's cover is by lease agreement that for any
reason does not qualify for treatment under subsection 2, or
is by'purchase or otherwise, the lessee may recover from the
iessor as if the lessee had elected not to cover and section
554.13519 governs.

Sec. 71, NEW SECTION, 554.13519 LESSEE'S DAMAGES FOR
NONDELIVERY, REPUDIATION, DEFAULT, AND BREACH OF WARRANTY IN
REGARD TO ACCEPTED GOODS.

1. Except as otherwise provided with respect to damages

liquidated in the lease agreement (section 554.13504) or
otherwise determined pursuant to agreement of the parties
(sections 554.1102, subsection 3, and 554.13503), if a lessee
elects not to cover or a lessee elects to cover and the cover
is by lease agreement that for any reason does not qualify for
treatment under section 554.13518, subsection 2, or is by
purchase or otherwise, the measure of damages for nondelivery
or repudiation by the lessor or for rejection or revocation of
acceptance by the lessee is the present value, as of the date
of the default, of the then market rent minus the present
value as of the same date of the original rent, computed for
the remaining lease term of the original lease agreement,
together with incidental and consequential damages, less
expenses saved in consequence of the lessor's default.
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2. Market rent is to be determined as of the place for
tender or, in cases of rejection after arrival or revocation
of acceptance, as of the place of arrival,

3. Except as otherwise agreed, if the lessee has accepted
goods and given notification (section 554.13516, subsection
3), the measure of damages for nonconforming tender or
delivery or other default by a lessor is the loss resulting in
the ordinary course of events from the lessor's default as
determined in any manner that is reasonable together with
incidental and consequential damages, less expenses saved in
consequence of the lessor's default.

4. Except as otherwise agreed, the measure of damages for
breach of warranty is the present value at the time and place
of acceptance of the difference between the value of the use
of the goods accepted and the value if they had been as
warranted for the lease term, unless special circumstances
show proximate damages of a different amount, together with
incidental and consequential damages, less expenses saved in
consequence of the lessor's default or breach of warranty.

Sec. 72. NEW SECTION. 554.13520 LESSEE'S INCIDENTAL AND
CONSEQUENTIAL DAMAGES.

1. Incidental damages resulting from a lessor's default
include expenses reasonably incurred in inspection, receipt,
transportation, and care and custody of goods rightfully
rejected or goods the acceptance of which is justifiably
revoked, any commercially reasonable charges, expenses oOr
commissions in connection with effecting cover, and any other

reasonable expense incident to the default.

2. Consequential damages resulting from a lessor's default
include:

a. any loss resulting from general or particular
requirements and needs of which the lessor at the time of
contracting had reason to know and which could not reasonably
be prevented by cover or otherwise; and

b. injury to person or property proximately resulting from .
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any breach of warranty.

Sec. 73. NEW SECTION., 554.13521 LESSEE'S RIGHT T0
SPECIFIC PERFORMANCE OR REPLEVIN.

1. Specific performance may be decreed if the goods are
unique or in other proper circumstances. _

2. A decree for specific performance may include any terms
and conditions as to payment of the rent, damages, or other

relief that the.court deems just.

3. A lessee has a right of replevin, detinue,
sequestration, claim and delivery, or the like for goods
identified to the lease contract if after reasonable effort
the lessee is unable to effect cover for those goods or the
circumstances reasonably indicate that the effort will be
unavailing.

Sec. 74. NEW SECTION. 554.13522 LESSEE'S RIGHT TO GOODS
ON LESSOR'S INSOLVENCY.

1. Subject to subsection 2 and even though the goods have
not been shipped, a lessee who has paid a part or all of the
rent and security for goods identified to a lease contract
(section 554.13217) on making and keeping good a tender of any
unpaid portion of the rent and security due under the lease
contract may recover the goods identified from the lessor if

the lessor becomes insolvent within ten days after receipt of

the first installment of rent and security.

2. A lessee acquires the right to recover goods identified
to a lease contract only if they conform to the lease
contract.

C. DEFAULT BY LESSEE

Sec. 75. NEW SECTION. 554.13523 LESSOR'S REMEDIES.

1. If a lessee wrongfully.rejeéts or revokes écceptance of
goods or fails to make a payment when due or repudiates with
respect to a part or the whole, then, with respect to any
goods involved, and with respect to all of the goods if under
an installment lease contract the value of the whole lease
contract is substantially impaired (sectioh 554.13510), the
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lessee is in default under the lease contract and the lessor
may: ‘

a. cancel the lease contract (section 554.13505,
subsection 1);

b. proceed respecting goods not identified to the lease
contract (section 554.13524);

¢. withhold delivery of the goods and take possession of
goods previously delivered (section 554,13525);

d. stop delivery of the goods by any bailee (section
554.13526);

e. dispose of the goods and recover damages (section
554.13527), or retain the goods and recover damages (section
554.13528), or in a proper case recover rent (section
554.13529);

f. exercise any other rights or pursue any other remedies
provided in the lease contract.

2. If a lessor does not fully exercise a right or obtain a
remedy to which the lessor is entitled under subsection 1, the
lessor may recover the loss resulting in the ordinary course
of events from the lessee's default as determined in any
reasonable manner, together with incidental damages, less
expenses saved in consequence of the lessee's default.

3. If a lessee is otherwise in default under a lease
contract, the lessor may exercise the rights and pursue the
remedies provided in the lease contract, which may include a
right to cancel the lease. 1In addition, unless otherwise
provided in the lease contract:

a. if the default substantially impairs the value of the
lease contract to the lessor, the lessor may exercise the
rights and pursue the remedies provided in subsection 1 or 2;
or

b. if the default does not substantially impair the value

of the lease contract to the lessor, the lessor may recover as
provided in subsection 2.
Sec. 76. NEW SECTION. 554.13524 LESSOR'S RIGHT TO
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IDENTIFY GOODS TO LEASE CONTRACT.

1. BAfter default by the lessee under the lease contract of
the type described in section 554.13523, subsection 1 or
section 554.13523, subsection 3, paragraph "a" or, if agreed,
after other default by the lessee, the lessor may:

a. identify to the lease contract conforming goods not
already identified if at the time the lessor learned of the
default they were in the lessor's or the supplier's possession
or control; and

b. dispose of goods (section 554.13527, subsection 1) that
demonstrably have been intended for the particular lease
contract even though those goods are unfinished,

2, If the goods are unfinished, in the exercise of
reasorable commercial judgment for the purposes of avoiding
loss and of effective realization, an aggrieved lessor or the
supplier may either complete manufacture and wholly identify
the goods to the lease contract or cease manufacture and
lease, sell, or otherwise dispose of the goods for scrap or
salvage value or proceed in any other reasonable manner.

Sec. 77. NEW SECTION. 554.13525 LESSOR'S RIGHT TO
POSSESSION OF GOODS.

l. If a lessor discovers the lessee to be insolvent, the

lessor may refuse to deliver the goods.

2. After a default by the lessee under the lease contract
of the type described in section 554.13523, subsection 1 or
section 554.13523, subsection 3, paragraph "a" or, if agreed,
after other default by the lessee, the lessor has the right to
take possession of the goods. If the lease contract so
provides, the lessor may require the lessee to assemble the
goods and make them available to the lessor at a place to be
designated by the lessor which is reasonably convenient to
both parties. Without removal, the lessor may render unusable
any goods employed in trade or business, and may dispose of
goods on the lessee's premises (section 554.13527).

3. The lessor may proceed under subsection 2 without
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judicial process if it can be done without breach of ‘the peace .
or the lessor may proceed by action. ‘
Sec. 78. NEW SECTION. 554.13526 LESSOR'S STOPPAGE OF

DELIVERY IN TRANSIT OR OTHERWISE.

l. A lessor may stop delivery of goods in the possession
of a carrier or other bailee if the lessor discovers the
lessee to be insolvent and may stop delivery of carload,
truckload, planeload, or larger shipments of express or
freight if the lessee repudiates or fails to make a payment
due before delivery, whether for rent, security or otherwise
under the lease contract, or for any other reason the lessor
has a right to withhold or take possession of the goods.

2. In pursuing its remedies under subsection 1, the lessor

may stop delivery until
a. receipt of the goods by the lessee;
b. acknowledgment to the lessee by any bailee of the
goods, except a carrier, that the bailee holds the goods for ‘
the lessee; or : .
c. such an acknowledgment to the lessee by a carrier via
reshipment or as wafehouseman.
3. a. To stop delivery, a lessor shall so notify as to
enable the bailee by reasonable diligence to prevent delivery
of the goods.
b. After notification, the bailee shall hold and deliver
the goods according to the directions of the lessor, but the
lessor is liable to the bailee for any ensuing charges or

damages.
€. A carrier whe has issued a nonnegotiable bill of lading
is not obliged to obey a notification to stop received from a

person other than the consignor. .
Sec. 79. NEW SECTION. 554.13527 LESSOR'S RIGHTS TO
DISPOSE QOF GOODS.
1. After a default by a lessee under the lease contract of
the type described in section 554,13523, subsection 1 or
section 554.13523, subsection 3, paragraph "a" or after the .
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lessor refuses to deliver or takes possession of goods
(section 554.13525 or 554.13526), or, if agreed, after other
default by a lessee, the lessor may dispose of the goods
concerned or the undellvered balance thereof by lease, sale,
or otherwise.

2. Except as otherwise provided with respect to damages
liquidated in the lease agreement (section 554.13504) or
otherwise determined pursuant to agreement of the pérties
{sections 554,1102, subsection 3, and 554.13503), if the
disposition is by lease agreement substantially similar to the
original lease agreement and the new lease agreement is made
in good faith and in a commercially reasonable manner, the
lessor may recover from the lessee as damages (i) accrued and
unpaid rent as of the date of the commencement of the term of
the new lease agreement, {(ii) the present value, as of the
same date, of the total rent for the remaining lease term of
the original lease agreement minus the present value, as of
the same date, of the rent under the new lease agreement
applicable to that period of the new lease term which is
comparable to the then remaining term of the original lease
agreement, and (iii)} any incidental damages allowed under
section 554.13530, less expenses saved in conseguence of the
lessee's default.

3. If the lessor's disposition is by lease agreement that
for any reason does not qualify for treatment under subsection
2, or is by sale or otherwise, the lessor may recover from the
lessee as if the lessor had elected not to dispose of the
goods and section 554.13528 governs. .

4. A subsequent buyer or lessee who buys or leases from
the lessor in good faith for value as a result of a
disposition under this section takes the goocds free of the
original lease contract and any rights of the original lessee
even though the lessor fails to comply with one or more of the
requirements of this Article.

5. The lessor is not accountable to the lessee for any
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profit made on any disposition. A lessee who has rightfully
rejected or justifiably revoked acceptance shall account to
the lessor for any excess over the amount of the lessee's
security interest (section 554.13508, subsection 5).

Sec. 80. NEW SECTION. $54.13528 LESSOR'S DAMAGES FOR
NONACCEPTANCE, FAILURE TO PAY, REPUDIATION, OR OTHER DEFAULT.
1. Except as otherwise provided with respect to damages

liquidated in the lease agreement (section 554.13504) or

otherwise determined pursuant to agreement of the parties
(sections 554.1102, subsection 3, and 554.13503), if a lessor
elects to retain the goods or a lessor elects to dispose of
the goods and the disposition is by lease agreement that for
any reason does not qualify for treatment under section
554.13527, subsection 2, or is by sale or otherwise, the
lessor may recover from the lessee as damages for a default of
the type described in section 554.135%23, subsection 1, or
section 554.13523, subsection 3, paragraph "a", or, if agreed,
for other default of the lessee, (i) accrued and unpaid rent
as of the date of gdefault if the lessee has never taken
possession of the goods, or, if the lessee has taken
possession of the goods, as of the date the lessor repossesses
the goods or an earlier date on which the lessee makes a
tender of the goods to the lessor, (ii) the present value as
of the date determined under clause (i) of the total rent for
the then remaining lease term of the original lease agreement
minus the present value as of the same date of the market rent
at the place where the goods are located computed for the same
lease term, and (iii) any incidental damages allowed under
section 554.13530, less expenses saved in consequence of the
lessee's default.

2. If the measure of damages provided in subsection 1 is
inadequate to put a lessor in as good a position as
performance would havé, the measure of damages is the present
value of the profit, including reasonable overhead, the lessor
would have made from full performance by the lessee, together
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with any incidental damages allowed under §ection 554.13530,
due allowance for costs reasonably incurred and due credit for
payments or proceeds of disposition.

Sec. Bl. NEW SECTION. 554.13529 LESSOR'S ACTION FOR THE
RENT.

1. After default by the lessee under the lease contract of
the type described in section 554.13523, subsection 1 or
section 554.,13523, subsection 3, paragraph "a* or, if agreed,
after other default by the lessee, if the lessor complies with
subsection 2, the lessor may recover from the lessee as

damages:
a. for goods accepted by the lessee and not repossessed by
or tendered to the lessor, and for conforming goods lost or

damaged within a commercially reasonable time after risk of
loss passes to the lessee (section 554.13219), (i) accrued and
unpaid rent as of the date of entry of judgment in favor of
the lessor, (ii} the present value as of the same date of the
rent for the then remaining lease term of the lease agreement,
and (iii) any incidental damages allowed under section
554.13530, less expenses saved in consequence of the lessee's
default; and

b. for goods identified to the lease contract if the
lessor is unable after reasonable effort to dispose of them at
a reasconable price or the circumstances reasonably indicate
that effort will be unavailing, (i) accrued and unpaid rent as
of the date of entry of judgment in favor of the lessor, (ii)
the present value as of the same date of the rent for the then
remaining lease term of the lease agreement, and (iii) any
incidental damages allowed under section 554.13530, less
expenses saved in consequence of the lessee's default.

2. Except as provided in subsection 3, the lessor shall
hold for the lessee for the remaining lease term of the lease
agreement any goods that have been identified to the lease
contract and are in the lessor's control.

3. The lessor may dispose of the goods at any time before
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collection of the judgment for damages obtained pursuant to
subsection 1. 1If the disposition is before the end of the
remaining lease term of the lease agreement, the lessor's
recovery against the lessee for damages is governed by section
554.13527 or 554.13528, and the lessor will cause an
appropriate credit to be provided against a judgment for
damages to the extent that the amount of the judgment exceeds
the recovery available pursuant to section 554.13527 or
554.13528. ’

4. Payment of the judgment for damages obtained pursuant
to subsection 1 entitles the lessee to the use and possession
of the goods not then disposed of for the remaining lease term
of and in accordance with the lease agreement.

5. After default by the lessee under the lease contract of
the type described in section 554.13523, subsection 1 or
section 554.13523, subsection 3, paragraph "a" or, if agreed,
after other default by the lessee, a lessor who is held not
entitled to rent under this section must nevertheless be
awarded damages for nonacceptance under section 554.13527 or
section 554,13528.

Sec. 82. NEW SECTION. 554.13530 LESSOR'S INCIDENTAL
DAMAGES.

Incidental damages to an aggrieved lessor include any
commercially reasonable charges, expenses, or commissions
incurred in stopping delivery, in the transportation, care and
custody of goods after the lessee's default, in connection
with return or disposition of the goods, or otherwise
resulting from the default.

Sec. 83. NEW SECTION. 554.13531 STANDING TO SUE THIRD
PARTIES FOR INJURY TO GOODS. _

1. If a third party so deals with goods that have been
identified to a lease contract as to cause actionable injury
to a party to the lease contract (i) the lessor has a right of
action against the third party, and (ii) the lessee also has a
right of action against the third party if the lessee:
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a. has a security interest in the goods;

b. has an insurable interest in the goods; or

€. bears the risk of loss under the lease contract or has
since the injury assumed that risk as against the lessor and
the goods have been converted or destroyed.

2. If at the time of the injury the party plaintiff did
not bear the risk of loss as against the other party to the
lease contract and there is no arrangement between them for
disposition of the recovery, the plaintiff party's suit or
settlement, subject to party plaintiff's own interest, is as a
fiduciary for the other party to the lease contract.

3. Either party with the consent of the other may sue for
the benefit of whom it may concern.

Sec. 84, NEW SECTION. 554,13532 LESSOR'S RIGHTS TO
RESIDUAL INTEREST. .

In addition to any other recovery permitted by this Article
or other law, the lessor may recover from the lessee an amount
that will fully compensate the lessor for any loss of or
damage to the lessor's residual interest in the goods caused
by the default of the lessee.

EXPLANATION ‘

This bill is based upon the recommengdation of the permanent
editorial board for the uniform commercial code, by the
national conference for commissioners on uniform state laws,

and the American law institute.

Section 1 of the bill also contains a provision which was
not included in the recommendation of the permanent editorial
board for the uniform commercial code. That section of the
bill provides that an agreement involving the leasing of a
motor vehicle or trailer does not create a sale or security
interest solely because the agreement provides for an increase
or decrease adjustment in the rental price of the motor
vehicle or trailer based upon the amount realized upon sale or
other dispbsition of the motor vehicle following the
termination of the lease.
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The bill generally relates to leases, other than leases ‘
intended as security, but includes consumer leases and finance
leases.

Part 1 of the Article includes general provisions including
definitions, 1t provides that leases are subject to other
statutes, provides territorial application of the bill to
goods covered by a certificate of title, limits the power of
parties to consumer leases to choose applicable law and
judicial forums, pfovides for leases which are considered
unconscionable, and provides for acceleration of leases.

Part 2 of the Article provides for the formation and
construction of lease contracts, by restricting the
introduction on parol or extrinsic evidence, provides for the
manner of its formation; requires an offer and acceptance;
provides that course of performance may be used in its
construction; provides for modification, rescission, and
waiver; provides for warranties, the identification of goods
subject to lease, and insurance and insurance proceeds. .

Part 3 of the Article provides for the effect of a lease, |
including enforceability of a lease contract, title to and
possession of goods under lease, the subsequent lease of goods
by a lessor, the priority of liens and the rights of
creditors, and the rights of lessees when goods become
fixtures or accessions.

Part 4 of the Article provides for the performance of a
lease, including adeguate assurance of performance,
anticipatory repudiation, substituted performance, excused
performance, and the irrevocability of finance leases upon a
promise under the lease, .

Part 5 provides for default, including default procedures,
the modification or impairment of rights and remedies,
liquidated damages, cancellation and termination, damages, the
rejection or acceptance of goods, nondelivery{ damages
including incidental and conseguential damages, specific

performance, remedies, the right of the lessor to possession, .
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HOUSE FILE 2321

AN ACT
RELATING TO LEASES, BY PROVIDING FOR LEASING AGRFEMENTS, AMND
AMENDING THE UNIFORM COMMERCIAL CODE BY ESTABLISHING A
NEW ARTICLE RELATING TO LEASES.

BE [T FNACTED BY THE GENERAL ASSEMBLY OF THE STATE OF 10Wh:

Section 1. HEW SECTION, 321,51 TERMINAL RENTAL ADIUST-
MENT CLAUSE -- VEHICLE LEASFS THAT ARE XKOT SALES OR SECURITY
INTERFSTS.

hn agreement involving the leasing of a riotor vehicle or
trailec does not create a sale or security interest solely
because the agreement provides for an inccease or decrease
adjustment in the rental price of the motor vehicle or traiter
based upon the amount realized upon sale or other digposition
of the notor vehicle or trailer following the terminaticn of
the lease.

Sec. 2. Section 554.1105, aubsection 2, Code 1993, is
aneaded by adding the following new unnumbeced paragraph:

YEW UNNUMBERED PARAGRAPH. Applicability of the Article on
Leases. Sectlons 554.13105 and 554.13106,

Sec. 1. Section 554.1201, subsection 17, Code 1993, is
amended to read as follows:

37. a. "Security interest” means an interest in versonal
property or fixtures which secures payment or performance of
an obligation. The retention or reservation of title by a
seller of goods notwithstanding shigment or delivery to the
buyer {section 554.2401) is lirited in effoct to a reservation
of a "security interest™. The term also includes ary interest
of a buyer of accounts or chattel paper which is subject to
Article 9. Tne special property interost of g buyer of goods
on identification of sweh those goods to a cantract for sale
under secticn 554.2401 is not a "security Interest”, vut a
buyer may als? acquire a "security interest” by comzlying with

House File 232', p. 2

heticle 9. Unless a iemse-se consignment is intended as
security, reservation of title thereunder is not a "security
interest”, but a consignment ts In any event is subject to the
provisions on consignment sales (section 554.2328) .,

b. HWhether a transaction creates a leasv ts-intemded-ss or
security interest i3 to-be determined by the Cacts of each
case; however, tat-the—incinsian—oE-an—opeionmto—purchase—docs
net-of—iese!f-make—the-keuse—one—tnten&ed—!sr-secnr&ty;-and
fbi-cn—agreement-that-5pon-comptianceunith-the-teems—eﬁ—the
ieese—ehe~§essee-shaki—beceme—or—haswthe-opeien—Eo-become—the
owner—oE—the—properey-!er-no—additfonat—eonsideration—oe—for—a
aeninat—coﬂsideration—does—nake—ehe—tease—one—Entended—for
secarity a transaction creates a security interest if the
consideration the lessee is to pay the lessor for the right to
gosgession and use of the goods is an obligation for the teem
of the lease not subject to tecnination by the lessee, and

{1) _the original term of the lease is equal to or greater
than the remaining economic life of the goods,

(2) the lessee is _bound to cenew the lease for the
remaining economic life of the goods or is bound to become the
guaer of the goods,

(3)__the lessee nas an optlon to renew the lease for the

remaining economic life of the goods for no additional
consideration or_rominal additional ccagideration upon
compliance with the lease agreement, or

{3) the lessee has an _option to becore tne owner of the

goods for no additional consideration or nominal additicnal

¢onsideration upon compliance with the Lease agreccent.
€. A transaction does not create a security interest
nerely because it provides that

{1)__the present vaiue of the consideration the lessee is

the fair marzet value of the goody 2% the time the leaze
entered iato,
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fﬁlﬂ_Fhf_lfﬁsﬂi_i§§EE£§_£l§E_9f.lEﬁﬁ_Qf.FEE.SSQQE!_RF
agrees to pay taxes, insurance, filing, recording, or

tregigktration feesg, or gervice or rairtenance costs with
regpect to the gocds,
{1) _the lessee e has an cptiorn to_renew the lease or to

become the ownec of the goads,
{4) _the lessee Nas an n option to renew the lease for for a

pred;ctable faxr maraer rent for Lhe usce oE the goods Eor the
teern of the renewal at the time the gption is to be _pesformed,

(5)_ the lessee has an option to becone th¢ owner of tne
goods for a fixed price that is equal to or grcater than the
reasonably_prcdsctable faicr marke: value of the _goods at_the
time the option is_to be performed.

d. For purposes of tbis subsection:

(1) _Additional considecation is_not nominal if (i) when
the optign to_renew the lease is granted to the lessee_ rhe
rent 1s stated to pe the Ea €alr marxet rent for the use ¢ of the
goods Eor the term of the renewal _determined at the time the

the ownet of the_gpods is qrantod to | the leSbOC tho prLce is

stated to be the fair wacket _value of the goods_determined at
the time_the option ls to be performed, Additional
consideration is gominal Lf it is_legs thaa the lesses’s
roasonably predictacle cost of performing_under the lease

aqrepmcnt if the option 15 not &xd exercised;
2) "Reasonably predictable” and “remaining € economic :ife

of the gcods" are to be determipned witn teference to the facts

and circumstances at the time the kcansaction i3 ¢ entercd Lntoh

and
{3) "Present - valye" means the amount as _of a_date certain
of one or core su0s oayable in the future, d digscounted to the

dare certain, _inkerest rate

s_&esif._ied__!)x.iﬁ?_?ift l_e?_x_f_. .t_he ratﬁ is 'IO.E_“%‘.“.-'_"-‘.-"_FJX

unreasonable ai_the time the transaction is entered Loto

House File 2321, p. 4

otherwise, the discount ig deterrined by a comieccially
reagonable rate that takes into account the facts and
?EEPP“%EEPCQE_PE.Eé?h_EQEﬂ_EE.Eﬁf.&lﬂ?.&ﬂi.&iﬁﬂiﬂE&iEﬂ Has
entered into,

sec. 4. Section 5%54,9113, Code 1993, is arended to read as
follows:

654.911] SECURITY INTERESTS ARISING UXDER ARTICLE OW SALES
OK_UNUER ARTICLE OX LEASES.

A security interest arising solely under the Article on
Ssles (Article 2) or the Article on Leages [Acticle 13) is
subject to the provisions of this Article except that to the
extent that ard so long as the debtor does not have or does
not lawfully obtain possession of the goods

a. no security agreerent i necessary to make the sacurity
interest enforceable; and

b. no filing is crequired to pecfect the security interest:
and

c. the rights of the securcd party of defauvit by the
debtor are governed {i) by the Article on Sales (Articke 2) in
the case of a3 secu'itz_intereqt arising_ s 'olely under such

case of A sccu:xty :nterc;t arLsL_g solely undor such Ar*xcle.
ARTICLE 13
LEASES
PART 1
GCENERAL PROYISIONS
Sec. 5. NEW SECTIONM. 554.13101 SHORT TITLE.
This Article shall be known and may be cited as the Uniforr.
Commercial Code - Leases.
Se¢. 6. NEW SECLION. 554.11102 SCOPE,
This Article applies to any transactioe, regardless of
fotr, that creates a lease.
Sec. 7. MNEW _SECTION. $54,13103 DETINTTIONS AND LHOUX o
DEFIRITIONS,

L. In this Article unless the contert obtherwise rogquites:
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a. "“Buyer in ordinary coutse of business™ means a person
whe in good faith and without knowledge that the sale Lo the
pergon is in vioclation ¢f the ownership rights or security
interest or Jeasehold interest of a third party in the gocds,
buys in ordinary course from a person in the business of
sealling goods of that kind but does not include a pa=nbroxer.
"Buying” may be for cash or by exchange of other property or
on secured or unsecurcd credit and includes receiving goods or
documents of title under a precxisting contract £or sale but
does not include a transfer in bulk or as fsecurity for or in
total or partial satisfaction of a moncy debt.

b. "Cancellation" occurs when elther party outs an end to
the leage contract for defavlt by the other party.

c. "Commercial unit" reans such a unit of qoods as by
commercial usage is a single whole for purposes of lease and
division of which materially impaits its character or value on
the market or in use. A cormercial unit may be a single
article, as a machine, or a set of articles, as a suite of
furniture cor a line of macninery, or a quantity, as a gross or
carload, ot any other unit treated in use or in the relevant
market &s a single whole.

d. "Conforming” goods or performance undetr a lease
contract means goods or performance that are in accordance
with the obligations undet the lease contract.

e. "Consumer lease" means a lcase that a lessor regularly
engaged in the business of leasing or selling maxes to a
lessee who is an individual and who takes under the lease
primarily for a personal, family, ot household purpose, if the
total payments to be rade under the lease contract, excluding
payrents for options to renew or buy, do not exceed the céollar
amount desigrated in section 537.1301, suosecticen 13.

f. “Tauvlt" means wrongful act, omission, breacn, or
default.

g. "Finance leacse™ means a lease with respect Lo which:

tl) the lessor does not select, ranufacture, or supply the
gooGs:

House File 2321, p. 6

(2) the lessor acquires the jgoods or the right to
possession and use of the geods In connection witn the lease;
and

(3) one of the following occurs:

(a) the lessee receives a copy of Lhe contract by which
the lesscr acquired the goods or the right to possession and
use of the goods befor signing the lease contract;

(b) the lessee's approval of the contract by which the
lessor acguired the goods ¢r the right to possession and use
of the goods is a condition to effectiveness of the lease
contrace;

[c) the lessee, before signing tae leasce coniract,
receives an accurate and complete statement designating the
promigses and warranties, and any disclairers of warranties,
linitations or modifications of reredies, or liguidated
damages, inciluding those of a tnird party, such as the
nanufactutrer of the goods, provided to the lessor by the
person supplying the goods in connection with or as part of
the contract by which the lessor acquired the goods or the

right to possession and use of the goods; ot

{d) if the lease is not a congumer lease, tne lessor,
before the lessee signs the lease contract, informs the Ytessee
in writing (i) of the identity of the persocn supplying the
gocds toe the lessor, unless the lesszee has selected that
person and directed the lessor to acquire zae gonds of the
right to possession and use of the goods frcm that verson,
(ii] that the lessee is entitled under this Acrticie to the
premises and warrantles, including those of any thi:d party,
provided to the lessor by the person supplying the goods in
connection with or as part of the contract by which the lessor
acquired the goeds or the right to possession and use of the
qoods, and (iii) that the lessee may communicate with the
person supplying the goods to the lessor and receive an
accurate and compliete statement of thooe promises and
warctanties, inciuding any disclaimers and limivations cf them
or of remedies,
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h. "Goods" means all things that are movable at the time
of identification to the lease contracy, or are fixtures
(section $54.1330%1, but the term does not include money,
dccuments, Lnstrufrents, accounts, chattel papet, general
intangibles, or minerals or the like, including oil and gas.
before extraction. The term also inciudes the unborn young of
animals.

§. ™“lnstallment lease contract" means a lease contrack
that authorizes or regquires the delivery of gcods in separate
lots to be separately accepted, even though the lease contract
contains a clause "each delivery is a separate lease" or its
equivalent.

3. "Leasn" means & transfer of the right to possession and
use of goods for a term in return for conslideration, but a
sale, including a sale on approval or a sale or return, o1
retention or creation ¢f a security interest is not a lease.
Unlegs the context clearly indicates otherwise, the term
includes a sublease.

%. "Lease agreement” means the bargain, with respect to
the lease, of the lessor and the lessee in fact as found in
theit language or by implicatiocn from other circumstances
including course of dealing or usage of trade or course of
performance as provided in this Article. Unlesc the context
clearly indicates ctherwise, the term includes a sublease
agrecment.

1. "Lease contract® means the total legal obligation that
results from the lease ageeement as affected by this Article
and any othet applicable rules of law, Unless the context
clearly indicates otheriise, the tern includes a sublease
contract.

m., “"leasekold interest” means the interes:t of the lessor
or the lessee under a lease contract,

n. "Lessee" means a person who acquires the right to
possession and use of geods under a lease. Unless the context
clearly indicates otherwise, the teer includes a sublessec.

HoLuse Tile 2721, p. B

¢. “"Lessee in ordinary ccuise of business" means a poerson
who in good faith and without knowledge that the leafe to the
person is in violation of the ocwunershlp rights or security
interest or leasehold interest of a third party in the goods
leases in ordinary course from a person in the business of
selling or leasing goods of that kind but does not include a
pawnbroker. “iecasing"™ may be for cash or by exchange of cther
property or on secured or unsecured credit and includes

receiving goods or documents of title under a preexisting

lease contract but does not include a transfer in bulk or as
security for or in total or partial satisfaction of a roney
dep:.

p. "Lessor' means a person who transfers the right to
possession and use of gcods under a lease. Unless the context
clearly indicates otherwise, the term includes a sublessor.

q. "Lessor's residual interest” means the lessot’s
interest in the goods after expiration, termination, or
canceliation of the lease contract,

r. "Lien" means a charge agains:t or interest in geods to
secure payment of a debt or perforwance of ar obligation, but
the term does not include a security incerest.

s. “Lot" means a parcel or a single article that ls the
subject matter of a separate lease or delivery, whether or not
it is sufficient to perform the lease contract.

t. "Merchant lessce" means a lessee that is a merchant
with respect to goods of the kind subject to the lease.

u. "Pregsent value" means the armount as of a daue certain
of one or more 3ums payable in the future, digscounted to the
date certain, The discount is determined by the intetest rate
specified by the parties if the rate was not manifestly
unreasonable at the time the transaction was entered into;
otherwise, the discounrt is detervined by o cormercially
reasonable rate that takes into account the facts and
citcurstances of each case &t the tire the transacticn was
entered 1ntoe.
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v. "Purchase" includes tak%ing by sale, lease, mortqage,
security interest, pledge, gift, or any other voluntary
transaction creating an interest in goods.

w. "Sublease" means a lcase of gocds the right to
possession and use of which was acquired by the lecsor as a
lessee under an existiecg lease.

X. "Supplier” means a person from whem & lesscr buys or
leases goods to be lecased under a finarce lease.

Y. "Bupply contract" means a contract under which a lessor

buys or leases qoods to be leased.

z. "Termination™ occutrs when eithet patty putsuant to a
power created by agreement or lav puts an end to the lcase
conttract otherwise than for default.

2. Other definiticons applying to this Article and the
sections in which they appear are:

Section 554.13310, subsection
Section 5%4.13309, subsection
patagraph "d".

Section %%4.13309, subsection

"Accessions™,
"Construction mortgage™.

"Encutbrance”.
paragraph “e".
Secticn 554.1330%, subsection
caragraph "a”,
Section 554.13309, subsection

"Fixtures",

"Fixiurte filing".
naragraph "b".
"Purchase money lease'. Secticon 554.13309, subsccticn

paragragh "c*,

3, The following definitions in other Aeticles apoply to
this Article:

“Account", Section 554.9106.
Section 5%4.2104, subsection

"Buyer". Section 554.2103, subsection

"Between merchants',

paragraph "a".
"Chattel paper™”. Secrtion 55%4.9105, subsection
paragraph "b".,
Section 5%4.910%, subsection

Secrion 554.9109, sudsection

"Consumer gocoda™.

"Docunent" .

9

3.
1,
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paragraph “E“.
"Entrusting". Section 554.2403, subsection
Section 554.9106.
Section $54.2103, sabsection
paragraph "b".
Section 554.9105, subscckion
paragraph "i".
Sectaon 554.2104, subsection
Section 554.9105, subsection

"General intangiblecs”
"Good faith".

“Instrument”.

"Merchant",
"Mottgage".
patragraph “j%.

Section 554.910%, subscction
patagraph k",

Section 354.2103, subsection
paragraph "e¢".

"Sale”. Section 554.2106, subsection
"Sale on approval", Section 554.2326.

“Sale or return™. Section %%4.2326.

“"Seller". Section %54.2103, subsection

“"Pursuwant to
commitment'.
“Receipt".

paragraph “a@",
4. In additiorn, Article 1 contains general definitions
ptinciples of construction and interpretation epplicable
throughout this Article.

10

Sec. 8. NEW SECTION. 554.13104 LEASES SURJECT TO OTHER

LAH.

1. A lease, although subject to this Acticle, 13 also
subjent te any applicable:

a. certificate of title or registration statute of tLhis
state: (including as orovided in chapters 321 and 4624):

b, certificate of title statute of another jurisdiction
{section 594.1310%);: cr

¢. consumer protecticn statukte of this state, or final
consumer prtotecticn decision of a coutlt of this state exist
on the effective date of this Act.

2. 1In case of conflict between Khis Arzicle, other than
sections 554,1310h, 554..23049, suvvection 2, and 554.1330%,
subsecricor 3, and a statute or decision refereed to in

subsection 1, the stasute or decision controls.

ing
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3, railure to cemp.y with an applicaodle law has oniy the
effect specified therein.

sec. 9. HNEW SECTIQN. $54.13105 TERRITORIAL APPLICATION
0% ARTICLE TO GOUDLS COVERED 3Y CERTIPICATE OF TITLE.

Subject to the provisions of sections $54.13304, subsection
3, and 554.1330%, subsection 3, with respect to goods covered
by a certificate of title issued under a statute of this state
ot of anothet jurisdiction, compliance and the effect of
cenpliance ot noncompliance with a cartificate of title
statute are governed by the law {including the conflict of
laws rules) of the jurisdiction issuing the certificate until
the eacrlier of (i) sarrender of the certificate, or (ii}) four
monthks after the goods are removed from that jurisdiction and
tpereafter until a new certificate of ritle is issucd by
another jurisdiction.

Sec. 10. NEW SECTIQN. 554.13106 LIMITATION ON POWER OF
PARTIES TO CONSUMER LEASE TO CHOUSE APPLICABLE LW AND
JUDICIAL FORUM.

1. 1I1f the law chosen by the parties t¢ a consumer lease is
that of a jurisdiction other than a jurisdiction in which the
lessee resides at the time the lease agreement becomes
enforceable or within thirty days thereafter or in which the
gocds are tc be used, the cheice is not enforceable.

2. 1f the judicial forum chosen by the parties to a
consumer lease is a forum tnat would not otherwisc have
jurisdiction over the lessee, the choice is not enforceabple.

Sec. 11. NEA SECTION. 5%4.13107 WAIVER OR RENUXKCIATIOR
OF CLAIM OR RIGHT ATTER DEFAULT.

Any claim or right arising out of an alleged default or
breach of warranty may be dischacged in whole or in part
without ccnsideration by a written waiver or renunciation
signed and delivered by the aggrieved party.

Sec. 12. $64,.13108 URCOKSCIONABILITY.

1. 1f the coutt as a matter of law tinds a lease contract
or any clavse 9f a lease contract to have been unconscionable
&t the time i was wrede the court may refuse to eniorce the
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iease contract, or ii may enforce the remzicde:r of the lease
contract without the unconscionable clause, or it may so limit
the application of any unconscionable claasse as to avoid any
uncoasciorable result.

2. With respect to a consumer lease, i[ the coutt as a
matter of law finds that a lease contract or any clause of a
lease contract has been induced by unconscionavie conduct or
that unconscionable conduct has cccurced in Lhe collection of
a claim arising from a lease cortract, the court may grant
approptiate relief.

3. Before making a finding of unconsclionability under
subsection 1 or 2, the coutt, on its own motion or that of a
party, shall afford the parties a reascnable opportunity to
present evidence as to the serting, purpose, and effect of tne
rease contract or clause therecof, or of tne conduct.

4. !n an actien in which the lessee claims
unconscionability with respect to a consumer leaxe:

a. 1f the court finds unconscionability under subsection 1

or 2, the court shall award reasonable attorney's [ees 1o the

lessee,

h. If the court does not find uncenscionability anéd the
lessee claimirg unconscionability bas brought or maintained an
action tnat the lessee knew to be grouncdless, the court she’l
award reasonable attorney's fees to the party against whem tae
claim is rade.

¢. In determining attorney's fees, the amcunt of the
recovery on behalf of the claimant under subsections 1 and 2
15 not contrelling.

Sec. 13. WHEW SECTION. 534.13109 OPTION TO ACCELTRATE AT
WILL.

1. A term providing that one party or the party's
SuCcesSser 1n interest may accelerate payment or petrformance ot
vrequire collateral or additional coilateral "at wlill" or “when
the party deems the party insecure" or in words of similar
import must be coenstrued to mean that the party has power to
do a3c only if the party in cocod fa‘th believes that the
prospect of payrent ar performance is impaived,
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2, With respect to a consumer lease, the burden of
establishing good faith wnder subsection 1 is on the party who
exercised the power; otherwise the bu:zden of establisbing leck
of gocd faith is on the party against vhom the power has been
exercised.

PART 2
FORMATION AND COHNSTRUCTION OF LEASE CONTRACT

Sec. 14. MNEW SECTION. 554.13201 STATUTY OF FRAUDS.

1. A lease contract is not enforceable by way of actien or
defense unless:

a. the total payments toc be made under the lease contract,
excluding vaynents for options to renew or buy, are less than
one thcousand dollars; or

b. there is a writing, signhed by the party against whon
enforcement is scught or by that party's authorized ayent,
sufficient to indicate that & lease contract has been made
between khe parties and to describe the goods leased and the
lease term.

2. Any description of leased goods or of the lease term is
sufficient and satisfies subsecticn 1, paragraph “b", whether
or not it is specific, if it recascnably identifies what is
described.

3. A writing is not insufficient pecause it omits or
incorrectly states a term agreed upon, but the lease contract
is not enforceable under subsection 1, paragraph "h", beyond
the lease term and the guantity of ccods shown in the writing.

4. A lease contract that does not satisfy the teguirenents
ol subsectien L, but which is walid¢ in other respects, is
enforceabloe:

a. if the goods are to be specially manufactured or
obtaired for the lessee and are not guitable for lease or sile
to others in the ordinary course of the lessor's business, and
the lessor, before notice of repud.ation is recelved and under
circumstances that reasonably indicate that the geoads are for
the lessee, has made either a substantial beginning of thear

manyfacture ot commitments for taeir procurement
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b, if the party against whom enforcement is sought admits
in that party's pleading, testimany or otherwise jo court that
a lease contract was made, but the lease contraclt 15 not
enforceable under this provigsion beyond the quantity of goods
adnitted: or

¢. with respect to goods that have been received and
accepted by the lessee.

5. The lease term under a lease contract referred to in
subsection 4 is:

a. If there is a writing signed by the party against whow
enforcement is sought or by that party's authorized agent
specifying the lease term, tne term 5o specified:

b. if the party agalinst whom enforcement is sought adeits
in that party's pleading, testimony, ocr otherwise in court a
lease term, the term so admitted; or

c. a reasonable leage term,

Sec¢. 15. NEW SECTION. 354.13202 FINAL WRITTEN EXPRESSION
- PAROL OR EXTRINSIC EVIDENCE.

Tetms with respect to which the confirmatory memotanda of
the parties agree or «hich are otnerwise set forth in a
writing intended by the parties as a final expression ol their
agrecment with respect to such terms as are included tnerein
may not be contradicted by evidence of any prior agrecment o1
of a conterporanecus oral agreement but may be explained or
supplemented:

1. by coutse of dealing or usage of trade or by coutse of
performance; and

2. by cvidence of consistent additional terms unless the
cour: finds the writing tc have been intendedé also as a
complete and exclusive statement of the teras of the
agreement .,

Sec. 16, MNEW SICTION. $54.13203 SEALS INCPERATIVE.

The affixing of a seal to a writing evidencing a lease
contract or an offer to enter 1into a lease contract does not
rerder the writing a sealed insyrument and the law with
respect to sealed instruments does not apply to the lease
contrect or offer.,

12e2 4H




House File 2321, p. .3

Sec. 17. HNEW SECTION. 554.13204 FORMATION 1Y GINERAL.

1. A lease contract may he made in any manner sufficient
¢ show agreement, including conduct by both parties which
recognizes the existence of a lease contract.

2. An agreement sufficient to constitute & lease contract
ray be found althcugh the moment of its raxing is
undeterr.ined.

3, Although one or rore terns are left open, a lease
contract does not fail for indefiniteness if the pacrties have
intended toe nake a lease contract and there is a reasconably
certain basis for giving an appropriate reredy.

Sec. 18, WNEW SECTION. 554.13205 FIRM OFFIRE.

An offer by a rerchant to lease gocds te or from another
person in a signed writing tnat by its terms gives assutance
1t will be held open is not revocable, for lack of
consideration, during the time stated or, if no time is
stated, for a reasonable time, but in no event may the period
of irrevocability exceed three months., Any such term of
assurance on a form supplied by the offerce must be sepactately
signed by the offeror.

Sec. 19. WEW SECTION. 554.13206 OFFER AND ACCEPTANCE 1IN
FORMATION QF LEASE CONTRACT.

1. Unless ctherwise unambigquously indicated by the
language or circunstances, an cffer to make a lease contract
must be construed as inviting acceptance in &ny manner anc by
any medium reasonable in the circumstances.

2. If the beginning of a reguested perfornance is a
reasonable mode of acceptance, an coffercr who is not notitfied
of acceptance within a reasonable time ray treat the offer as
having lapsed before acceptance.

Sec. 20, NEW SECTICON. $54.13207 COURSE OF PZRFCORMAXCE OR
PRACTICAL COMSTRUCTION.

1. TE a lease contrict involves repecated occasions for
performance by either party with kncwledge of the nature of
tae perforrance and opportunity tor ob-ection to it by the
othet, any ccucse of performance accepted or acquiesced in

House File 2321, ». 16

=without objection is televant to detevrmine the meaning of the
lease agreement.

2. The cxpress tecrs of a lease agreement and any course
ol performance, as well as any coarse of dealing and usage of
trade, must be construed wnenever reascnablic as consistent
with each other; but if that construction is unreasonable,
express terms control course of pecforrance, course of
perfornance controls both course of dealing and usage of
trade, and course of dealing controls vsage of trade.

3. Subject to the provisions of section 5%4.13208 on
modification and waiver, course of performance is relevant to
show a waiver ocr modification of any termr inconsistent with
the course of performance.

Sec. 21. NEW SECTION. 554,13208 MODIFICATION,
RESCISSION, AXD WAIVER.

1. Ap agteement madifying a lease contract needs ro
consideration to be binding.

2, A signed lease agreement that excludes rodification or
rescission except by a signed writing may not be otherwise
modified or rescinded, but, cxcept as between amerchants, such
a requirerent on a form supplied by a merchant must be
separately signed by the other party.

3. Alckough an arttempt at modification or rescission does
not satisfy the requirements of subseclLicon 2, it may operate
as a waiver.

4. A party who has made & waiver aftfecting an executcry
portion 0f a lease contract may retrackt the waiver oy
reascnable notification received by the other party that
strict performance will be required of any term swwalved, unless
the retraction would be unjust in view of a marerial change of
gosition in reliance on the waiver.

Sec, 22. NEW SECTION. 554.13209 LESSEE UNJOZH FINANCE
LEASE AS BERLFICIARY QOF SUPPLY CONTRACTY.

1. Toe beneflt of a supplier's promises to the iessor
under the supply contract and of all warranties, whethet
express or implied, inciuding those of any third varty
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provided in conpection «ith or as patt of the supply contract,
extends to the lessce to the exzent of the lessee's leasehold
interest under a finance lease related to the supply contrack,
but is subject to the terms of the warranty and of the supply
contract and all defenses or claims arigsing therefrom,

2, The extension of the benefit of a supplier's promises
and of warrantiec to the legssee under subsection 1 does nok:
{1) modify the rights and obligations of the parties to the
supply contract, whether arising therefrom or otherwise, or
[i1) impose any duty or liability under the supply contract on
the lessee.

3. Any modification or rescission of the supply contract
by the supplier and the lessor is effective between the
supplier and the lessee unless, before the modification or
rescission, the supplier has received notice that the lessee
has entered into a finance lease related to the supply
contract, If the modification or rescission 15 effective
between the supplier and the lessee, the lessor is deemed to
nave assumed, in addition to the obltgations of the lessor to
the lessee under the leage contract, promises of the supplier
to the lesscr and warranties thar were 0 modified or
rescinded as they existed and Were available to the lessce
before modification or rescission,

4. In addition to the extension of the benefit of the
supplier's promises and of warranties to the leszec under
subsection 1, the lessee retains all rights that the lessen
may have against the suppliec which arise fron an agrecrent
between the lessee and the supplier or undet other law.

Sec. 23. NEW SECTION. 5%4.13210 EXPRESS WARRANTIES.

1. Express warranties by the lessor arc created as
follows:

a. Any affirmation of fact or promise mace by the lessor
to the lessee which relates to the goods and becores part of
the basis of the bargain creates an express warvanty tnat the
qoods will confore Lo the affirmation or promise.
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b. Any description of the gcods which is made part of the
basis of the bargain creates an express warranty thae the
goods +1ll conform to the descelption.

¢, Any sample or codel that is made part of the basis of
the batrgain creates an express warranty that the whole of the
gocds will conform to the sample or model.

2, It is not necessary to the creation of an express
warranty that the lessor use formal words, such as "warrant"
or “guarantee," or that the lessgor have a specific intention
to make a warranty, bot an affirmation merely of the value of
the gcods or a statement purporting to be merely the lesscr's
opinion or commendation of the goods does not create a
warrancy.

Sec, 24. HNEW SECTION. 554.13211 WARRAKTIES AGAINST
INTERFERENCE AND AGALNST INPRIWGEMENT -- LESSEE'S OBLIGATION
AGAINST INFRINGEWENT.

1., Thete is in a lease contract a watcanty that for the
lease term no person holds a claim to or interest in the goods
that arose from an act or omission of the lessor, other thao a
claim by way of infringement or the like, which will interfere
with the lessec's enjoynent of ifts leasenhcld interest.

2, Except in a finance leasc therc is in a lease contract
by a lessor «who is a merchant regulariy dealing i goods of
the kind a warranty that the goods are delivered free of the
rightfyl claim of any person by way of infringement or the
like,

3. A lessee who turnishes specitications to a lessor or a
supplier shall hold the Lessor and the supplier harmiess
againgt any claim by way of infringement ¢r the lixe that
ariaes out of compliance with the specifications.

Sec. 25. NEW SECTION. $%4.13212 IMPLIED WARRANTY OF
MERCHANTABILITY.,

1. Except in a finance lease, o warranty that thke goods
will be merchantable is imrpiied in a lease contract 1f the
lessor 1s a merchant «ith resoect to goods of tnat kind,

2. Geods to be merchantable must be at leas: suca a3

o u
—
o
[X]
X
ol
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a. pass without objecticn in the trade under the
description In the leagse agreement ;

b. in the case of fungible gcods, are of fair average
quality within the description;

€. are fit fer the ordinary purposes fFor which gocdis of
that type are used;

d. run, within the variation permitted by the lease
agreement, of even Xind, quality, and quantity within each
unit and among all units involved;

€. arc adeguately contained, packaged, and labeled as the
lease agreerent ray reguire; and

f. conform to any proemises or affirmations of fact made on
the container or label.

3. Other implied warranties may arise from course of
dealing or ugage of trade.

Sec. 26. NEW SECTION. 554.13213 IMPLIED WARRANTY OF
FITNESS FOR PARTICULAR PURDOSE.

Except in a finance lease, if the lessot at the time the
lease contract is made has reason to know of any particular
purpcse for which the goods are required and that the lessce
is relying on the lessor's skill or judgment to select or
furnish suitable goods, there is in the leage contract an
implied warranty that the goods will be fit for that purpnse,

Sec. 7. MNEW SECTION. 554.1321¢ EXCLUSION QR
MODIFICATION OF WARRANTIES,

1. Words or conduct relevant to the creation of an exXpress

warranty and words or corduct tending to negat2 or limit a

warranty must be construed wherever reasonable as consistent
with each other; but, subject to thne provisions of section
354.13202 on parol or extrinsic evidence, regation or
limitation is incperative to the extent that the cons:ruction
is unreasonable,

2. Subject to subsection 3, to exclude or rodify the
implied warranzy of merchantability or any part cf it the
lanquage must nenticn "merchantability”, be by a writing, and
be conspicucus. Sublect to subsectior 3, to exclude or rodify
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any impiied warracty of fitness the exclusion must be by a
writing and be conspicucus. Language to exclude all implied
warranties of fitness is gufflicient if it is in writing, is
conspicuous and states, for example, “There is no warranty
that the goods will be fit for a particular purpose™.

3. Notwithstanding subsection 2, but subject to subsection
d,

8. unless the circumstances indicate otherwise, all
implied watrantics are excluded by expressions like "as is,"
or “with all faults," or by other fanguage that in common
understanding cails the lessee's attenticn to the exclusion of
warranties and makes vlain that there is no implied wacranty,
if in writing and conspicuous;

b. if the leassee before ertering into the lease contract
nas examined the goods or the sample or mcdel as fuily as
desired or has refused to examine the goods, there is no
implied warranty with regard to defects that an examinaticn
cught in the circumstances to have revealed: ang

C. an implied warranty may also be excluded or modified by
course of dealing, course of performance, or usage ¢f trade.

4. To exclude or medify a warranty against interference or
againrst infringerment (section ©54.13211) or any part of it,
the language must be speciiic, be by a writing, and be
conspicucus, unless the circumstances, including course of
performance, course of Gealing, or uvsage of trade, give the
lessee reason to %Xnow that the goods are beirg leased subject
to a claim or interest of any person.

Sec. 28. NEW SPCTICN. 554.1321% CUMULATION AND CONFLICT
OF WARRANTIES EXPRESS OR IMPLIED.

Harranties, whether express or implied, mast be construed
a3 consistent with each other and as cumulative, but if that
construction is unreascnatle, the intention of the parties
determines which warranty is dominanz. In ascertaining that
intention <he folilowing rules apply:

1. Exect or techaical specifications displace an
inconsisrent sampie ot model or general language cf
descriction.
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Z. A sample from an existing bulk displaces inconsistent
general language of description.

3. Express warranties displace inconsistent implied
warranties otber than an icplied warranty of fitness for a
particular purpose.

Sec. 29. MNEW SECTION. $54.13216 THIRD-PARTY
BENEFICIARIES OF BEXPHESS AND IMPLIED WARRANTIES.

A wartanty to or foc the benefit of a lessee under tnis
Article, whether express or implied, extends to any person who
ray reascnably be expected to use, consume, of be affected by
the goods and who is injured by breach of the warranty. The
operation of this section may not be excluded, mcdified, ot
lirited with respect to injury tc the person of an individual
to whom the warranty extends, but an exclusion, modification.
or limitation of the warranty, including any with respect to
rights and remedies, effective against the lessce is alsc
effective against the beneficiary desigrated under this
section.

Sec. 30. NEW SECTION. $54.13217 IOENTIFICATION.

Identification of goods as goods to which a lease contract
refers may be made at any time and in any manner explicitly
agreed to by the parties. In the abzencc of explicit
agreement, identification occurs:

1. when the leasc contract is made if the lease contract
is for a lease of gcods that are existing and identified:

2. when the goods are shipped, marxed, or cotherwise
designated by the lessor a8 qoods to which the lease contract
tefers, i1f the lease contract is for a lease of geods that are
not existing and identified; or

3, when the young are conceived, if the lease contract is
for a iease of unborn young of animals.

Sec. 31. NEW SECTION. 554.13218 INSURAMCE AND PROCEEDS.

1. A lessee obtains an insurable interest when existing
goahs are ldentilied to the lease contract ever though the
gcods identified are noncontorrm:ng and the lessee has an

optice o reject ther.
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2. 1f a lessee has an insutable interest only by reason of
the lessor's identificatlion of the gocds, the lessor, until
default or insclvency or notlification to the lessee that
identification is final, rmay substituke other geods for those
identitied.

3. HNotwithbstanding a lessee's ipsurable interest under
subsecticns 1 and 2, the lessor retains an insurable interest
until an option to buy has been exercised by the lessee and
risk of 1oss has passed to the lesscc.

¢. BHNothing in this secticn inpairs any insurable interest
recognized under any other statute or rtule of law.

5. The partieg by agreement may determine that one or mote
partiec have am obligation to obtain and pay for Insurance
covering the goods and by agreerent may determine the
peneliciary of the procoeds of the insurance.

S8ec, 32. NEW SECTION. 554.13219 RISK OF LOSS.

1. &Except in the case of a finance lease, risk of loss is
retained by the lessor and does not pass to tne lesseec. In
the casce of a finance lease, risk of loss passes to the
lessee,

2. Subject tc the provisions of tnis Article on the effect
of default on risk of loss (section %54.13220), if risx of
less is to pass to the lessee and the time of passage is not
stated, the Eollowing rules apply:

a. If the lease contract reguires or authocizes the goods
Lo be shipped by carrier

(L) ané it does not requicre delivery at a particular
destination, the risk of loss passcs to the lessee waen the
gocds are duly delivered ko the catrier; but

(2) 1f it does require delivery at a particular
destination and the gcods are there duly tendered wnlle in the
possession of the carrier, thc ri1sk of logs passes to the
lessege when the goods are there duly so tendered as to enable
the lesgee to take delivery.

b. If the ooods are heid by a baileer to e delivered
without being moved, the risk of loss passes to the lessee on

12e2 4H
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acknowledgment by the bailee of the lessee's cighr to
possession of the gocds.

c. In any case nct within paragraph "a" or "b"Y, tne risk
of loss passes to che lessee on the lessee's receipt of the
gceds if the lessor, or, in the case of a finance lease, the
supplier, Is a merchant; ctherwise the risk passes %o the
lessee on tender of delivery.

Sec, 33. NIW SECTION. 554,13220 EFFECT OF DEFAULT ON
RISK OF LOSS.

1. where risk of loss is to pass to the lessce amd the
time of passage is not stated:

a., If a tender or delivery of goods so fails to conform to
the lease conttract as to give a right of rejection, the risk
of their loss rerains with the lesscr, or, in the case of a
finance lease, the supplier, until cute or acceptance.

b. If the lessee rvrightfully revckes acceptance, the
lessee, to the extent of any deficiency in the lessee’s
effective insurance coverage, may treak the risk of loss as
having remained with the lessor frem the beginning.

2. whether or not risk of loss is to pass to the lessee,
if the lessee as to conforring goods alceady identified to a
lease contract repudiates or is otherwice in default under the
lease conttact, the lessor, or, in the case of a finance
lease, the supplier, to the extent of any deficiency in the
lessor's or supplicr's effective insurance coverage may treat
the risk of loss as resting cn the lessee for a commercially
reascnable time.

Sec. 34. HEW SECTION. 554.13221 CASUALTY TO IDINTIFIED
GOODS.

If a lease contract reguires goods identified when the
lease contract iz made, and the goods suffer casualiy without
fault of the lessee, the lessor or the supplier before
delivery, or the goods sufter casualty before risk of loss
poas3es te the lessee pursuent o the lease agreement ot
section 554.13219, then:
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1. if the loss i3 total, the lease contract is avoeided;
ard

2. if the loss is partial or the goods have an
deteriorated as Lo no longer conform to the lease contrach,
the lessee may nevertheless demand inspection and at the
icssee's option either treat the lease contract as aveided or,
excepl in a finance lease that is not a consumer lease, accept
the gocds with due allowance from tone rent payable for tae
balance of the lease term for the deterioration or the
deficiency in quantity but without further right against toe
tesscr.,

PART 1
EFFECT OF LEASE COKRTRACT

sec. 3%, NEW _SECTION. 554.13300 ENFORCEABILITY OF LEASE
CONTRACT .

Except as otherwise provided in this Article, a lease
contract 1s eftective and enforceable according to 1Lts terms
between the patties, againgt purchasers of the goods and
against creditors of the parties.

Sec, 36, HNEW SECTION. 554.13302 TITLE TO AND POSSESSICN
OF GOODS.

Fxcept as otherwise provided in Lhis hrticle, each
provizicn of this Article applies whether the lessot of a
third party has title to the goods, and whether tne lessor,
the lessee, or a third party has possession of the goods,
notwithstanding any statute or rule of law that pessession oc
the absence of possessioc is fraudulent.

Sec. 37. NEW SECTION. 554.13303 ALIEMABILITY OT PARTY'S
INTEREST UNDER LEASE CONTRACT OR OF LESSOR'S RESIDUAL INTEREST
IN GOOGS: DELEGATION OF PERFURMANCE; TRANSPLR OF RICHYS.

1. &As used in thnis sectaon, "creation of a securivy
interest” includes the sale of a lease contract zhat is
subject to Article 9, Secured Transactions, by reason of
section 554,9102, subsecticn ), pacvagraph "b".

2, Except as provided ir gsabsections 3 and &, a provision
in a lease agrecmen: wpich (i) prohibits che voiuntary or
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involuntary transfer, including 4 transfer by sale, sunlease,
creation or enforcement of a security lnterest, or attachment,
levy, ot other judicial process, of an inverest of a party
under the lease contract or of the lessor's residual interest
in the goods, or (ii) makes such a transfer an event of
default, gives rise Lo the rights and remedies provided in
subsection 5, but a transfer that is prohibited or is am event
of default under the lease agreement is otherwise effective,

3, b provision in a lease agreement which (i) prohibits
the creatlion or enforcenment of a security interest in an
interest of a party under the lease contract of in the
lessor's cesidual interest in the goods, or {ii) makes such a
transfer an event of default, is not enforceasble unless, and
then only to the exteat that, there is an actual transfecr by
the lessee of the lessece's right of possession or use of the
goods in violation of the provision or an actual delegation of
a raterial performance of elther party to the lease contract
in violation of the provision. Ifeither the granting nor the
enforcement of a secucity interest in (i) the lessor's
interest under the lease contract or (ii} the lessor's
resldual interest im the goads is a transfer that materially
impairs the procpect of obtaianing return perforrance by,
materiaily changes the duty of, or materially increases the
pucden or risk imposed on, the lessee within the purview of
subsection S unless, and then only to the exteat tnat, there
15 an actual delegation of a material performance of the
lessorc.

4. A provision in a lease agreement which (i) pronibits a
rransfer of a cight to damages for default with respect to the
wnole lease contract or of a right to payment arising out of
the transteroc's dae performance of tne tcansferor's entire
obligazion, or (ii) makes such a transfer an event of default,
is not enforceable, and suth a transfer is not a transfer chat
materially wmpaiss the prospect of obtaining rcrturr
pertorrance by, craterially changes the dury of, or ratecially
increases the barden or risk imposed on, the other party to

the lease contract wiczkin the purview of subsection §.
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%, Subject to subgections 3 and 4:

a. if a transfer is made which is made an event of default
under a lease agreement, ¢oe party to the lease contract not
making the transfer., unless that party walves the defauit or
otherwise agrees, bhas the rights and remedics descrabed in
g@ction $5%4.13501, subsaection 2;

b. if paragraph “a" 1s not applicable and if a transfer is

made that {i} is prohibited under a lease agreement or (ii)

materially impairs the prospect of obtaining return
performance by, materially changes the duty of, or materially
increases the burden or risk imposed on, the other party to
the lease contract, unless the party not making the transfer
agrees at any time to the transfer in the lease ccatract or
otherwise, then, except as limited by contract, (i] the
rransferor i5 liable to the party not making the transfer for
damages caused by the transfer to the exteat that the darages
could not reasonably be prevented by the party not making the
transfer and (il) a court naving jurisdicrion may grant other
appropriate relief, including cancellation of the lease
contract or an injunction against the transfer.

6. A transfer of "the lease” or of "all my rights under
the lease”, or a transfer in similar general terms, is a
transfer of rights and, unless the language or the
circunstances, as in a tcansfer for security, lndtcate the
contraey, the transfer ls a delegation of dutles by the
transferor to the transferee. Acceptance by the transferee
constitutes a promisc by the transferee to perform those
duties. The promise is enforceable by eitner the transferor
or the other party to the lease contract.

7. Unless otherwise agreed by the lessor and the lessee,
delegation of performance does not reiieve the transferor as
against the other party of any duty to perform or of any
liabillty for default,

8, 1a a consumer lease, %o prchibis the transfer of an
Leterest of a pacty under the lease contract 97 to make A
rransfer an even: of defauls, the languuge must be specific,
by a wrirtning, and consp.cucus,
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Sec. 38. NEW SICTION. 5%4.13304 SUBSZQUFNT LEASE OF
GOODS BY LESSCOR.

1. Subject to secticn 554.13303, a subsequent lessee Frow
3 lessor of goods under an existing lease contract obtains, to
the extent of the leasehold intercst transferred, the
leasebold interest in the gcods that the lessor had or bad
power to transfer, and except as provided in subsection 2 and
section $54.113527, subsection 4, takes subject to the existing
lease contract. A lessor with voidable title nasz power to
transfer a gcod leasebold interest to a good faitn subsequert
lessee for value, but ofily to the extent set forth in the
preceding sentence. 1€ goods have been delivered under a
transaction of purchase, the lessor has that power even
though:

a. the lessor's transferor was deceived as to the identity
of the lessor;

b. the delivery was in exchange for a check which is later
dishonored;

€. it was agrecd that the transaction was to be a "cash
sale"; ot

d. the delivery was procured through fraud punishable as
larcencus under the criminal law.

2. A subsequent lessee in the ordinary course of business
from a lessor who is a recchant dealing in goods of that kind
to whom the goods were entrusted by the existing lessee of
that lessor before the interest of the subscquent lessee
became enforceable against that lessor obtainsg, to the extent
of the leaschold interest transferred, all of that lessor's
and the existing lessee's rights to tne goods, and takes free
of the existing lease contract.

3. A subsequent lessee from the lessor of gocés that are
subject Lo an existing lcase contract ard are covered oy a
certiticate of title issued under a statute of th.s scate oc
of another jurisdiction takes no greater rights than these
provided both by this seczion and by the certificate cof Litle
statute.
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Sec., J9. NEW SECTION. 534.13305 SALE QR SUSLZASE OF
GOCDS 8Y LESSEE,
1. Subject to the provisions of section 554.13303, a buyer

ot sublessee from the lessee of gocds under an existing lease

contract obtaing, to the eoxtent of the irtctes: tranzfetred,
the leaseacld interest in the goods that the lessee had ¢r had
power to transfer, and except as provided in subsection 2 and
section 554.13511, subsection 4, takes subject to the existing

lease contract., A lestee with a voidable leasehold interess
has power to transfer a good leasenolé interest to a good
faith buyer for value or a qood faith sublessee £or value, but
otly to the extent set forth in the preceding sentence. Hhen
goods have been delivered under a transection of lease the
lessee bas that power cven though:

a. the lessor was deccived as to the identity of the
lessee;

b. the delivery was in excnange for a check which is later
disheonored; or

¢. the delivery was procured through Fraud punishable as
larcencus under the criminal law,

2. A buyer in the ordinary course of business or a
sublessee in the ordinary course of businezs from a lesgsee who
is a merchart dealing in goods of that kind to whor the gonds
were entrusted by the lessor cbtains, to the extent of the
interest transferred, all of the lesscr's and lessee¢’'s rights
te the goods, and takes free of the cxisting lease contract,

3. A buyer or sublessee from the lessee of goods that are
subject to en existing lease contract and are covered by a
certificate of title issued under a statute of this state or
of amcther jurisdiction takes no greater rights than those
provided both by this section and by the cectificate of title
statute,

Sec. 40. NEW SECTION. 354.1330& PRIORITY OF CERTATN
LIENS ARISING BY OPCRATION OF LAW.

1f a perscn in the ordinary ccurse of tae perscn's business
turnishes services or raterials with respect o ¢oods subject
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to a lease contract, a lien upon those gocds in the possessicn
of that petson given by statute oOr rule of law for those
materials or services takes priority over any intetest of tne
lessor or lessee under the leave contract or this Article
unless the lien is crested by statute and tae statute provides
otherwise or unless the lien is created by rule of law and the
rule of law provides othetwise.

Sec. 41. NE@ SECTION. 554.13307 PRIORITY OF LIENS
ARISING BY ATTACHMENYT OR LEVY ON, SECURITY INTERESTS IN, AND
OTHER C{AIMS T0O GOODS&.

1. Except as otherwise provided in section 554.13306, a
creditor of a lessec takes subject to the lease contract.

2. Except as otherwise provided in subcections I and 4 and
in sections 554.13306 and 554.13308, & creditor of a lessor
takes subject to the lease contract unless:

a. the creditor holds a lien that attached to the goods
before the lease contract became enforceable,

b. the creditor holds a seccurity interest in the gocds and
the lessee did not give value and receive delivery of the
qoocs without knowledge ot the security interest; or

c. the creditor holds a security interest in the goods
which was perfected (section £54,9303) before the lease
conttact became enforceable,

3, & lessce in the ordinary course of business ra2kes the
jeasehold interest free of a security interest in the goods
created by the lessor even though the security interest ls
pecfected (section 554.9303) and the lessee knows of its
existence.

4. A lessce othet than 2 lessee in the ordinary coursc of
business takes the leasehcld interest free of a security
interes: %o the extent that it secures future advances made
after the aercured party acquites Xnowledge of the least oY
roce than forly-five days after the lease contract becores
encotceable, whichever first occurs, gynless the futuce
advances are made pursuant Lo a commitment entered into
w.thout knowledce of tae _ease and before the exp.catron cf
Lhe forty-five day period.
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Sec. 42. NFW SECYION. 554.13308 SPECIAL RIGHTS OF
CREDITORS.

1. A creditor of a lessor in possession of goods subject
te a leasc contract may treat the lease contract as veoid f as
against the creditor retention of possession by the lessor is
fraudulent undec any statute or rule of law, but retention of

possession ih good faith and current course of trade by the

lessor for a commercially reasconable time after the lease
contract pecomes cnforceable is not fravdulent.

2. Xothing in this Article impairs the rights of creditors
of a lessor if the lease contract (1) becomes enforceable, not
in current course of trade but in satisfacticon of or as
gecurity Eor a preexisting claim for coney, security, or the
like, and (ii) is made under circumstances which under any
statute or rule of law apart from this Article would
constitute the transaction a fraudulent transfer oc voidable
pretetrence.

1, A creditot of a seller may treat a sale or an
identification of goods to & contract for sale as vold if as
agairst the creditor retention of possession by the seller Is
fraudulent under any statute ot rule of law, but tetention of
possession of the goods pursuant te a lease contract enteced
into by the seller as lessee and thc buyer as lessor in
connection with the sale oc identification of the gocds is not
fraudulent if the buyer bought for value and in good faith.

Sec. 43, MNEW SECTION. 564.13309 LESSOUR'S ANU LESSEE'S
RICHTS WREN GOODS BECOME FIXTURFES.

1. In this section:

&, goods are "Eixtures” wheo they become 5o trelated to
particular real estate that an interest in them arises under
treal estake law;

b. a “"Eixture filing® is the filing, in the office where &
rottgage on Lhe real estate would be Filed or recorded, of a
financing staterent cover:ng goods that are or are to becore
fixtures and conforming to the reguirements of scction
554.9402, sebsection b5:
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¢. a4 lease s a “"purchasc money lease” unless the lessee
has possessicn or use of the goods or the right to possession
or uge of the gcods before the lease agreement is erforceable;

d. a mertgage is a "construction mortgage” to the exten:
it secures an obligation incurted for the construction of an
improvement on lend incluéing the acquisition cost of the
lané, if the recorded writing so indicates; and

e. “"encumbrance" includes reai estate wortgages and other
liens on real estate and all other trights in real estate that
are not cwunership interests.

2. Under this Article a lecase may be of gcods that are
fixtures or may continue in goods that become fixtures, but no
lease exists under this Article of ordinary building materialg
incorporated into an improvement on land.

3. This Article does not prevent creation of a lease of
fixtures pursuant to real estate law.

4. The perfected interest of a lessor of fixtures has
priority over a conflicting interest of an encumbrancer or
owner of the real estate if:

a. the lcase is a purchasc money lezse, the conflictirg
interest of the encumbrancer or owner arises before the qoods
becore fixtures, the interest of the lessor is perfected by a
tixzure filirg before the goods beccome fixtures or within ten
days thercafter, and the lessee has an interest of record in
the real estate ot is in possession of tne real estace; or

b. the interest of the lessor is perfected by a fixture
filing before the intecest of the encumbrancer or owner is of
record, the lessor’'s interest has priority over any
conflicting interest of a predecessor in title of the
encunbrancer or owner, and the lessce has an interest of
record in the real estate or is in possession of the real
estate.

5. The interest of a lessor of fixtures, whether or not
perfected, has priotity over the confiicting interess of an
encumbrancer or owner of the real cstate 16:
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2. the fixtures are readily repovadle factory or office
machines, readily removable eguipment thaz is not primarily
used ¢r leased for use In the operation of the real estate, oc
readily removadle replacenments of domestic appliarces that are
goeds suvject to a consumer lease, and befote the goods become
fixtures the lease contract is enforceable; or

b. the conflicting interes: is & lien ¢n the real estate
obtained oy legal or equitable proceedings after the lease
contract 1s enforceable; or

€. the encumbrancer or owner has consented in =*riting to
the leage or has disclaimed an interest in the goods as
Eixtures; or

d. the lesse¢e has a right to remove the gocds as against
the encumbrancer or owner. 1f the lessee's tight to rerove
terminates, the priority of the interest of the lessor
continues for a reasonable time.

6. Notwithstanding subsection 4, paragraoph "a", but
otherwise subject to subsections 4 and 5, the interest of a
lessor of fixtures, including the lessor's residual intereset,
is subordinate to the conflicting interest of an encumbrancer
of the real eatate under a construction mortgage recorded
before the goods become fixtures if the goods become fixtures
before the completion of the construction., To the extent
given to refinance a construction mortgage, the contlicting
interest of an encumbrancer of the real estate under a
mottgage has this pricrity to the same extent as the
encumbrancer of the real cstate undetr the construction
mortgage.

7. In cases not within the preceding subsections, pPriority
between the interest of a lessor of fixtures, including the
lessor's residual! interest, and the conflicting interest of an
encumbrancer or ownetr of the real estate who is not the lessee

is determined by the priority rules goverring contlicting
interests in real estate,

8. If the interecst of a lessor of fixtures, including the
lessor's residual interes:t, nas priority over a:l conflicting
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interests of all owners and encumbrancers of the real estate,
the lessor or the lessee may (i) on default, explration,
termination, or camcellation of the lease agteement but
subjuect te the lease agreement and this Article, or (ii}) if
nacessary to enlorce other rights and remedies of the lessor
or lessee under this Arktlcle, remove the goods from the real
estate, {ree and clear of all conflicting intereste of all
owners and encumbrancers of the real estate, but the lessor or
lessee must reimburse any encunbrancer ot owner of the real
estate who is not thc lessee and who has not otherwise agreed
for the cost of repair of any physical injury, but not for any
dimipution in value of the treal estate cauesed by the absence
of the goods removed ot by any necessity of replacing them. A
person entitlad to reimbursement may refuse permission to
remove until the party seeking removal gives adequate security
Eor the performance of this cobligaticn.

9. Even though the lease agreement does not create a
security inteérest, the interest of a legscr of fixtures,
including the lessor's residual interest, ls perfected by
€iling a financing statement as a fixture filing for leased
goods that are or are to become fixtures in accordance with
the relevant provisions of the Article on Secured Transactions
{Article 9.

Sec. 44. WEW SECTION, 5%54.13310 LESSOR'S AND LESSEE'S
RIGHTS WHEN GOODS BECOME ACCESSICHS.

1. Goods are "accessicns” when they are installed in or
affixed to other goods.

2. ‘The interest of a lessor or a lessee under a lease
contract entered into before the gocds Decare accessions is
superior to all interests in the whole except as stated in
subsection 4,

}J. The interest of a lessor or a lessee under a lease
contract entered ints at the tive or aftec the gcods became
accessions is superior to all subsequently acguired intecests
ip the whole except as stated in subsection 4 Lut is
subordinate to interests in the whole eriszing at the time :tpe
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icase contract was made unless the nolders of such Lnteredsts
in the whole have in writing consented to the lease or
digclaimed an interest in the goods as part of tine whole,

4. The interest <f & lessor or 4 lesseg under a ijease
contract described in subsection 2 or 1 is subordinate to the
interest of

a. a buyer in the ordinary course of bhusineas or a lessece
in the ordinacy course of business of any interest in the
whole acquired after the gcods becane accessions; or

b. a creditor with a security interest in kthe whole
perfected before the leasc c¢ontract was made to the extent
that the creditor makes subsequent advances without knowlecdége
of the lease contract.

5, When under subsections 2 or I and 4 a lessor or a
lessee of accessions holds an intetest that is superior to all
interests in che whole, the leésscor or the lesies may (1) on
default, expiration, termination, or cancellation of the lease
contract by tne cther party bul subject to the provisions of
the lease conktract and this Article, or {(ii} if necessary to
enforce the lessor’s or lessee's other rights and remedies
under this Article, remove the goods Erom the whole, free and
clear of all interests in the whole, but the lessor or lessec
rust reimburse any holder of an Interest in the whole who is
not the lessee and who has not otherwise agreed for the cost
of repaitr of any physical injury but not for any diminution in
value of the whole caused by the absence of the goods removed
or by any necessaty for replacing them. & person entitled to
reimbursement may refuse permission to remove until the packy
seeking reroval gives adequate security for the performance of
this obligation.

Sec, 45. NEW SECTION. 5%4.13311 PRIORITY SUBJECT TO
SUBORDINATION,

Nothing ia this Article prevents subordination by agreement

by any person entitled o pricrity,
FART 1
PERFORMANCE OF LEASE COMNTRACT -- REPUDIATED,
SUBSTLTUTED, AND EXCUSED

(RANAE ]|
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Sec. 46. NEW SECTION. 554.1340L INSECURITY -- ADEQUATE
ASSURANCE OF PERPORMANCE,

1. A lease contract imposes an 2Zligation on each party
that the other's expcctaticn of rteceiving due performance will
not be impaired.

7. If reasonable grounds Lot insecurity arise with respect
to the performance of cither party, the insecure patty may
demand in writing adequate assurance ¢of due perforrmance.

Untii the insecure party reccives that assurance, if
cormaercially reasonable the insccure party may suspend any
performance for which the irsecure party has not already
received the agreed returcr.

3. A repudiation of the lease contract cccurs if assurance
of due performance adequate under the circumstances of the
particular case is not provided to the inszecure patty within a
reasonable time, not to excced thitty days afrer receipt 2f a
demand by the other parcty,

4. Between merchants, the reasonaoleness of grounds for
insecurity and the adequacy of any assurance offered must be
determined according to cormercial standards.

S. Acceptance of any nonconforming delivery or payment
does not prejudice the aggeieved party's right to derand
adequate assurance of future perforwance.

Sec. 47. NLW SECTION. 554.13402 ANTICIPATORY
REPUDIATION.

If either party repudiates a lease contract with respect to
a performance not yet due under the lease contract, the loss
cf which pe:formacce wil]l substantially inpair the value of
the lease contract to the other, the aggrieved pacty ray:

1. for a commerclially reasconable time, await retraction of
repudiation and perforrance by the repudiating party:

2. make depand pursuant to section 554.13401 ard awa:it
assurance of future performance adequate under the
circumstances of the particular rase: or

1. resoct to any right or reredy uvpon defawlt under the
leasze contract oc 1nis Article, even though the aggrieved
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party hag notified the repudiating party that the aggcieved
party would await the repudiating varty's verformarce and
assurance and has wvrged retraction. in addition, whether or
not the aggrieved party is pursuing one of the foregoing
cemedies, the aggeieved parcy may suspend performance or, if
the agqrieved party is the lessor, proceed in accordance with
the provisions of this Article on the lessor's right to
identify goods to the lease contract notwithstanding default
or to salvage unfiniched goods (secticn 554.12524).

Sec. 48, NEW SECTION, 5%4,13403 RETRACTION OF
ANTICIPATORY REPUDIATION.

1. Until the repudiating party's next performance i1s due,
the repudiating pacrty <an retract the repudiation ualess,
since the repudiation, the aggrieved patty has cancelled the
lease contract or materially changed the aggrioeved party's
position ot otherwise indicated that the aggrieved party
considers the repudiation final.

2, Retraction may oe by ary method that clearly indicates
to the aggrieved party that the repudiating party intends to
perform under the lease contract and includes any assurance
demanded under section 55%4.13401,

J. Retraction reinstates a repadiating party's rights
under a lease contract with due excuse and allowance to the
agorieved party for any delay occasioned by the repudiation.

Sec. 49. WEW SECTION. 5%54.13404 SUBSTITUTED PERFORMANCE,

1, If without fault of the lessce, the lessor and the
supplier, the agreed berthing, loading, or unleading
facilities fail or the agreed type of carrier becomes
unavailable or the agreed rannet of delivery otheruise becomes
commeccially tmpracticable, but a commercially reasonable
substitute is available, the substitute performance must be
tendered and accepted.

2., If the agreed means or Mannet of payment fails bocause
of domestic or forelgn governmencal regulation:

a. thke lesgsor may withnolé or stop delivery or cause the

supplier to withhold ocr stop delivery unless the lescee
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provides a means or ganner of payment that iz cormercially a
substantial equivalent: and

. if gelivery has alrteady been btasien, payment by the
neans or in the ranner provided by the tegulation discharges
the lessee's obligation unless the regulation is
discriminatory, oppressive, or predatory.

Sec. 50, MHEW SECTIQN, 554.13405 SXCUSED PERFORMANCE.

Subject ro section 554.13404 on substlituted performance,
the following rules apply:

1. Delay in delivery or nondelivery in whole or in part by
a lassor or a supplier who corplies with subsections 2 and 2
ig not a default under the lease contract if pecformance as
agreed has been made impracticable by the vccurrence of a
contingency the nonoccurcence of which was a basic assumption
cn which the lease contract was rade or by compliance in good
falth with any applicable foreign or domestic governmental
regulation ¢r order, whether ot not the regulation or order
later proves to be invalid,

2. If the causes nmentiovned in subsection 1 affect only
pact of the lessor's or the supplier's capacity to perform,
the lessor or supplier shall allocate production and
deliveriss among the lessor's or suppliet’s customers but at
the lessor's or supplier's option may include regular
customers not then under contract for sale or lease as well as
the lessor's or supplier's own requirenments for further
manufacture, The lessor or suppiier may 80 allocate in any
manner that is fair and reasonable,

J. The lessor scasonably shall notify the lessee and in
the case of a finance lease the supplier seasonably shall
notify the lessor and the lesser, if known, that there will be
delay or nondelivery and, if allocation is reguired under
gubsection 2, of tne estimated quota thus made availabvle for
the lessee.

Snc. S1. NEW _SECTION. 534.13406 PROCEOURE QN EXCUSED
PERTORMANCE .
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1. If the lessee receaves nosification of a material or
indefinite delay or an allccation justified under section
454.13405, the lesses may by wrlitten notification to the
lessar as to any goods involved, and with cespect to all of
tne goods 3f under an installment lease contract the value Of
the whole lease contract is substantially lopaired (section
$94.13510):

a. termlnate the lease contrackt [(section 5%54.11%05,
subsection 2): or

b. except in a finance lease that is not a consurer lease,
modify the lease contract by accepting the available quota in
substitution, with due allowance from the rent payable for the
balance of the lease tetn fotr the deflciency bur without
further right against the lessor,

2, If, after receipt of a notification from the lessor
under section 554.13405%, the legsee fails so to modify the
lease agreerent within a reasonable time not exceeding thirty
days, the lease conktract lapses with respect to any delivecies
affected,

Sec. 52. MEW SECTION. 554.13407 IRREVOCABLE PROMISES --
PLNANCE LEASES.

1. In the case of a fipsnce lease that is not a consurmer
lease the lessee's promises under the lcase contract become
irrevocable and independent upon the lessee's acceptance of
the goods.

2. A promise that has become lrrevocable and independent
under subscction 1:

a. is effective and enforceabie between the parties, and
by or against third parties including assignecs of the
parties, and

L. is not subject to cancellation, termination,
modification, repudiastion, excuse, Or sudstitution without the
congent of the party to whkem che promise runsg.

3. This section does not gifec: the valigity ungder any
other law of a covenant in any icase contract makicg the
lessec's promises irrevccable and independent upots the
lessee's acceptance of <he goccés.

LCET dH
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PART 5
DEFAULT
M [N GENERAL

Sec., %3, EE% SECTION., 554.13%01 DEFAULT -- PROCEDJRE.

1. “hether the lessor or the lessee is in default under a
lease contract is determined by the iease agreement and this
Article.

2, If the lessor or the lessee is in default under the
lease contract, the party secking enforcementg has rights and
remedies as provided in this Article and, except as limited by
this Article, atc provided in the lease agreement,

3. If the lessor or the Lessee is i1n default under the
lease contract, the party secking enforcement may ceduce the
party's claim to judgment, or ctherwisc enforce the lease
contract by self-help or any available judicial procedure oc
nonjudicial procedure, including administrative proceeding,
arbitration, or the like, in accordance with this Article.

4. Fxcept as otherwise provided in section 554.1106,
subsection 1, of this Article ot the lease agreement, the
rights and remedies referred to in subsections ? and i are
cunulative,

5. [If the lease agreement covers both real property and
goods, the party seeking enforcement may proceed under this
Part as to the goods, or under other applicable :aw as to boin
the real property and the goods in accordance with that
party's rights and remedies in respect of the real propercy,
in waich case this Part does nos apply.

Sec. S4. NFW SECTION. %%4.13502 NOTICE &PTER DIFAULT,

Except as otherwise provided in this Article or the lease
agreement, the lessor or lessee in detault under the lease
contract is not entitled to notice of default or notice of
enforcement from the other party te the lease agoenment,

Sec. 55, 554.13503 MODIFICATION OR
IMPAIRMENT OF RIGHTS AND REMEDIES.

~- Except as otherwise provided in this Article, the lease
agreerent may inciude rights and remed:ies for defaule ip
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addition to or in substituticn foc those provided in this
Article and may linit or alter the measure of damages
recoverable under this Article,

#. Resort to a remedy provided under this article or in
the lease agreemeat is optional unless the remedy is expressly
agreed to be exclusive, [f circumstances cause an exclusive

ot limited remedy 2o Fail of its cssential ouIpese, ot

provision for an exclusive reredy is unconscionable, remedy
™ay be had as provided in this Acticle.

3. Consequertial danages may be liquidated under scction
554.13504. or may otherwise be limited, altered, or cxcluded
unless the limitatiorn, alteraticn, or exclusion is
uncenscionable. Limitation, alteration, or cxclusion of
consequential damages for injury to the person in the case of
consumer goods is prima facie unconscionable but limitation,
alteration, or exclusion ¢f darages where the loss is
comrercial is not prima facie unconscionable.

4. Rights and remedies on default by the lessor or the
lessee with respect to any obligation or promise co'lateral or
ancillary to the lease conktract ate not impaired by tnis
Atticle.

Sec. 56. MNEW SECTION. 554.13504 LIQUIDATION OF DAMAGES.

1. Damages payable by either party for defau't, or any
other act or omissior, including indemnity for loss or
diminution of anticipated tax benafizs or loss oc damage to
lessor's residual invterest, may be liguidated in *he lease
agreement but only 4t an amount or by a formula that is
reascoabie in light ¢f the then anticipated harm causcd by the
default or other act or omission.

2. If the lease agreement provides for ligquidacion of
damages, and such provision does not comply with subsection 1,
0 such provision is an exclusive or limited remedy that
circumstances cause to fail of its essential pJarpose, remedy
may be had as provided in this Article,

}. 1€ the lesscr justifiably witoholds or stops delivery
of goods because of the leasee's default or insolvency
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{section $54.1352% or 55%4.13526), the ledsee 18 eantitled to
restitution of any amount by wnich the sum of the lessee’s
paycents exceeds:

a. the amount to which the lessot is entitled by wvirtue of
terms liguidating the lessor's damages in accordance with
subsection 11 or

b. in the absence of those terms, twenty percent of the
then present value of the total rent the lessee was obligaved
to pay for the balance of the lecase term, or, in the case of a
consumer leasc, the lesser of such amount or five hundred
dollars.

4. A lessec's right to restitution under subsection 3 is
subject to offset to the extent the lessor establishes:

a. a right to recover damages under the provisions of this
Article other than subsection l:; and

b. the anmpunt or walue of any benefits received by the
lessce directly or indirectly by reason of the lease contract.

Sec. $7. NEW SECTIONM. 554.13505 CANCELLATLON AND
TERMINATION AND EFFECT OF CANCELLATION, TERMINATION,
RESCISSION, OR PRAUD ON RLIGHTS AND REKMLOIES.

1. ©On canccllaticn of the lease conktract, all obligations
that are still executory on both g4ides are discharged, but any
right based on prior default or performance sutvives, and the
cancelling party aiso retains any renedy for default of the
whole leage conktract or any unperformed balance,

2. On termination of the lease contract, all obligations
that are still executory on both sides are discharged but any
right based on prior default or pecforrance survives.

J. Unlesa the conkrary inktcntlion cleatly appears,
express:ons of "cancellation,” “rescission,” or tne like of
the iease contract may not be construed as a reapunciation ot
discharge of any claim in damages tor an antecedent default.

4. Rights and recedies for material misrepresentation cr
fraud include ail rignts and remedies available uander this
Article for gefaulr.
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5. Neither rescission nor a claim for rescission nf the
lease contract nor rejection or return of the gocds may bar or
be deened inconsistent wilh a ¢laim for damages or othec right
or reredy.

Sec. S8. MNEW SECTION. 554.l13506 STATUTE OF LIMITATIONS.

1. An action for default under a lease contract, inciuding
breacn of warranly or indemnity, wust be cormenced within Eour
years after the cause of action accrued. By the original
lease contract the parties may reduce the period of limltation
to not less than one yeac.

2. A cause of acticn for defaulr accrues when the act or
cmission on which the default or breach of warcanty is based
is or should have been discovered by the aygrieved pas'y, or
when the default occura, whichever iz later. A causc of
action for indemnity accrues when the act or omission on which
the claim for indemnity is based is or should have been
discovered by the indemnified party, whichever ls later.

3. [f an actlon cormwenced within the time limitcd by
subgsection 1 is s¢ terminated as to leave avallable a remedy
by another actlion for the same default or breach of warranty
or indemnity, the other action may be commenced after the
expiration of the time limited and within six months after the
termination of the first action upless the termination
resulted from voluntary discontinuance or from disnissal for
failure o¢ neglect to prosecute.

4, Thist gection does not alter the law on tolling of che
statute of limitaticns nor does it apply to causes of action
that have accrued before this Acticle becomes effecrive.

Sec. 59. MNER SECTION., 554.13507 PROOF OF MARKET RENT --
TLHE AND PLACE.

1. Damages base¢d on rmarket rent (section 5%4.13319 or
5594.13528) are determined according to the rent for he use of
the goods concerned for a lease terg idertical to the
remaining lease term of the original leage agreement and
prevail.ng ar the times specified in sections 554.13519 and
554,135286.
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?. If evidence of rent for ‘he use of the goods concerned
for 4 lease term identical to the remainleg lesse tern of Lhe
criginal lease agreement and nrevailing at the tices or places
described in this Article is not readily available, <ne rent
prevailing within ary reasonable time wefore or afeter the time
desceibed or at any ather piace or for a different lease term
which in commnercial judgnent or under usage of trade would
serve as a reasonable substitute for the one described may be
used, making any proper allowance for the difference,
including the cost of transporting the goods o or from the
other place.

3. Fvidence of a relevant rent prevaiiing at a time or
place or fer a lease term other than the one described in chis
Article offered by one party is not admissible unless and
until the party has given the other party notice the court
finds sufflicient to prevent unfair sutrprise.

4. If the preveiling rent or value of any goods reqularly
leased in any established market is in issue, reports in
official publications ot trade journals ©f in nNewspaders ot
pericdicals of general circuiation published as the reports of
that market are admissible in evidence, The clecumstances of
the preparation of the repart may be shown to affect izs
weight but not its admissibility.

B. DEFRULT BY LESSOR

Sec, 60, MNEW SECTION. $554.135089 CESSEE'S REMEDIES.

1. If a lessor fails to deliver the goods in conformity to
the lease conitacr (sectinn 554.13509) oc¢ repudiates the lease
contract {section $54.13407), or & lessee rightfully rejects
the gocds (section 554.13509) or justifiably revokes
acceptance of the goods (section §54.13517), then with respect
to any goods involved, and with respect to all of the goods if
under an instaliment lease contzact Lre value of the whole
lease contract is substantially impaired (section 534.13510),
the lessor is in default under the leasc contract and the
lassee May:
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a. cancel the lease ceontract {section 954,23505,
subsection 1):

b, recover $0 ruch of the rent and security as has been
paid and is just under the circumstances;

¢. cover and recover darages as to all gocds affected
wnether or not they have been identified to the lease contract
(sectiong 554,13%918 and 554.13520), or tecover damrages for
nondelivery {sections 554,13519 and 554.13520);

d., coxercise any other rights or pursue any ocher remecies
provided in the lease contracet.

2, If a lessor tails to deliver the goodg 1n conformity to
the lease contract or repudiates the lease contract, the
lessee may also:

a. 1% the goods have been ldentificd, recover Lhem
{section 554,13522): or ‘

b. in a proper case, obtain specific performance or
teplevy the goods (saction $%4.13521%.

3. I[f a lessor is otherwigse in default under a leaae¢
ceontract, the lessee may exercise the rights and pursuc the
remedicz provided in the lcase contract, which may include a
right to cancel the lease, and in section 554.13519,
subsection 1.

4, If a lessor has bteached a warranty, whether express or
implied, the lessee may recover damages [section 554.13519,
subsection 4].

5. On rightful rejection or justifiable revocation of
acceptance, a lessce pas a security interest in goods in the
lessee's possession or control tor any rent and security that
has been paid and any expenses reasconadly incurred in their
inspection, receipt, transportaticn, and care and custody and
may hold those qoods and dispose of them in gcod faith and in
a cormercially reasonable manner, subject to section
554.13%27, subsection 5.

6, Subject to the provisions of se<tion 5%4,13407, a
lessee, on notifying thne lessor of Ltne lessee’'s intention to
do so, may deduct all or any vart of the damages tesulting
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from any default under the lease contract from any part of the
rent still due under the same lecase contract.

Sec. 6l. NEW SECTION. 5%54.13%09 LESSEE'S RIGHTS O
IMFROPER DELIVERY == RIGHTFUL REJECTION,

L. Subject to the provisions of section 554.13510 on
default in installment lease contracts, if the goods or the
tender or delivery fail in any respect to conform to the lease
contract, thne lessee may rcject or accept the goods or accept
any ccmmercial unit or uaits and reject the rest of the goods.

2. Rejection of gocds is inefl{ective unless it is within a
teascnable time after tender or delivery of the gocds and the
lezsee seasonably notifies the lessor.

Sec. 62. NEW SECTIOK. 554.13510 [NSTALLMENT LEASE
CONTRACTS ~-- REJECTION AND DEFAULT,

1. Under an installment lease contract a lessee may reject
any cdelivery that is nonconforming if the noncenformity
gubstantially impairs the value Of that delivery and cannot be
cured or the nonconformity 18 a defect in the required
documents; but if the nonconformity does not fall within
gubsection 2 and the lessor or the supplier gives adequate
assurance of its cure, the lessee must accept that delivery,

2, Whencver nonconformity or default with cespect to one
or more deliveries substantially iFfpairs the value of the
installrent legse contract as a whole therce is a default wich
respect to the whole., But, the aggrieved paviy reinstates tne
insrallment lease contract as a whole if the aggrieved party
accepts a nonconforming delivery without scasonably notifying
of cancellation or brings an action with respect only to paskt
deliveries or derands performance as to future deliveries.

Sec. 63. NEW SECTION. $54.11511 MERCHANT LESSEE'S DUTIZS
AS TO RIGHTFULLY REJECTED GDOGS.

1. Subject tc any securijty interest of a lessee {(section
554.13508, sabsection 3), 1f a lessor or a supplier has no
agent or place of business at the marker of rejection, a
merchant lessece, after tejection of goeds in the merchant

iessee's gossession or contetel, snall fellow ary reasonaonle
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instructions received from tne lessor or the supplier with
regpect to the goods. In the absence of those instractions, a2
merchant lesgee shall make reasonable efforts to sell, lease,
or otherwise dispose of the goods for the lessor's or
supplier's account if they threaten to decline in value
speedily. Instructiony are not reasonable if on demand
indemnity for expenses is not forthcoming.

2., If a merchant lessee (cubsecticn 1) or any other lessce
{section 594.13512) disgoses of goods, the lessec is entitled
to reinbursecmnent elth¢r fron the lessor or the supplier or out
of the procecds for teasonable expenses of caring Eor angd
disposing of the goods and, if the expenses include no
disposition commisgion, to such commission as is usval in the
trade, or if there is none, to a reasonable sum not exceeding
ten percent of the gross proceeds.

3. 1In complying witn this section or secticon 554.13512,
the lessee 1a held only to gocod faith. Good faith conduck
hereunder is neither acceptance ocr conversion nor the basgis of
an action for damages.

4. A purchaser who purchases in good faith from a lessee
pursuant to this section or sectlon 554.13%12 takes the gocds
free of any righta of the lessor and the supplier even though
the lesgsee fails to comply with cne or more of the
tequirements &f this Article,

Sec. 64. NBW SECTION, 554.13512 LESSEE'S DUTIKS AS TO
RIGHTFULLY RFEJECLED GOODS.

1. FExcept as otherwise provided withh respect to goods that
threaten to decline in value speedily (section 554,13511) and
subject to any security interest of a lessee [section
554.13%08, suhsection 5):

a. the lessee, aftet rejection of goods in the lessee's
pessession, shall hold them with reasconable care at the
lessor's or the supplier's d:isposttion for a reasonable time
after the .c¢ssee’s seasonable notification of rejection;

b. if the lessor or the supplietr gives no instructions
within & reascnable time atter notification ¢f rejection, the

Leee 4dH
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lessee may store tne rejected gouds for the lessor's or toe
supplier's account ot ship them to the lessor or the supplier
or dispose of them for the lessor's or the supplier's account
“ith reimbursement in the manner provided in section
554.13%11; but

c. Lthe lessee has no further obliqations with cegard to
coods tightfuliv rejected.

2. Action by the lessee pursaant to subsection 1 is not
acceptance or conversion.

Sec. 65. 5564.23513 CURE BY LESSOR OF
IMPROPER TENDER OR DELIVERY -~ REPLACEMTNT.

L. 1f any tender or delivety by the lessor or the supplier
is rejected because nonconforming and the tire for performance
has not yet expired, the lessor or the supplier ray seasonably
notify the lessee of the lessor's or the suppliet's intention
to cure and may then make a conforming delivery within the
time provided in the lease contract.

2. 1 the lessee rejects a nonconforming tender that the
lesgor or the supplier had reasoneble grounds to believe would
be acceptable with or without money allowance, the lessor or
the supplier may have a further reasonable time ko substitute
a confeorming tender if the lesser or supplier seasonably
notifies the lessee.

Sec. 66. HNbW SECTION. 554.13514 WAIVEIR OF LESSEE'S
OBJECTIONS.

1. In rejecting qgoods, a lessee's failure to state a
particular defect that is ascertainable by reaschable
inspection precludes the lessee from relying on tne defect to
justify rejection or to establish defauvlt:

a. if, stated seasonably, the lessor or the supplier cou.d
have cured it (section 5%4.13513); or

b. Dbetween merchants if the iessor or the supplier after
tejection has rade a request in writing for a Eull and final
written statement of all defects on which tho lessee proposes
to rely.
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2. A leszee's failure to reserve rights when paying rent
or other consideraticn ageainst documerts precludes recovery of
the payment for defects apparent on the face of ke documents.

Sec. &7. HNEW SECTION. 554.13515 ACCEPTANCE OF GOODS.

1. Acceptance of goods occuers af+er the lessee has had a
reasconable opporounity to inspect the goads and

a. the lessee signifies or acts with respect to the goods
in a manner that siynifies to the lessor or the supplier that
the goods are conforming or that the lesser will take or
retain them in spite of their nonconformity; or

b. the leszee fails to nake an effective rejection of the
goods ([section 554.13509, subscction 2).

2. Acceptance of a part of any comeercial unit is
acceptance of that entire unit.

Sec. 68. NFW SECTION. 554.13516 FFPECT OF ACCZPTANCE OF
GOORS -- MOTEICE OF DEPAULT ~- BURDEMN OF ESTABLISHING DEFAULT
AFTER ACCEPTANCE -- NOTICE OF CLAIM OR LITIGATION TQ PERSOM
ANSHWERABLE OVEW,

1. A lessee rust pay rent for any goods accepted in
accordance with the lease contract, with due aliowance for
goods rightfully rejected or not delivered.

2. A lessee’s acceptance of goods precludes relection of
the goods accepted. In the case of a finance lease, if made
with knowledge of a nonconformity, acceptance cannot be
revorxed because of it. In any other cage, if rade with
“nowledge of a nonconformity, acceptance canndt be revoked
because of it unless the acceptance was on the reasonable
assumption thet the nonconformity would be seasonably cured.

Acceptance dues not of itself impair any other remedy provided

by this Article ot the lease agreement for nonconformity.

3. If a tender has peen accepted:

a, within a reasonable tire after the lessec discovers or
should have discovered any default, the lessee shall notify
the lessor and the supplier, if any, or be barced frem any
remedy against the party rot notified:
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b. except in the case of a consuner lease, within a
reasonable time after the legsee receives notice of litigation
for Infringemeant or the like (section 5954.13211) the lessece
shall notify the lessor ©or be barred from any remedy over fur
liability established by the litigation; and

¢, the burden is on the lesses to establish any default,

4. If a lessee is sued for breach of a wartanty ot other
obligation for wnich a lessor or a supplier is answerable over
tha following apply:

a. The lessee may give tne lessor or the supplier, oc
both, written notice of the litigation. If the notice srates
that the person notifled may come irn and dcfend and that if
tha person notified <oes rot do so that person =il be bound
In any actlion against that pecson by the lessee by any
determinaticon of fact comnon to the two litigations, then
unless the perscn notified after seasonsble receipt of the
notlice does come in and defend that person ls so bound,

. The lessor or the suppller may demard in writing that
the lessee turn over conttol of the litigation including
sertlement if the claim is one for infringement or the like
{section 5%4.13211) or else be barred from any remedy over.

If the demand states that the lessor or the supplier agrees to

bear all expense and to satisfy any adverse judgrent, thepo
unless the lessee after seasonanle receipt of the derand does
tucn over control the lesaee is so barred,

3. Subsections 3 and {4 appiy to any obligaticon of a lessee
to hold the lessor or the suoplier harmless against
tnfringement ocr the like [section 554,L321i).

Sec., 69. HEW SECTION. 554,13517 REVOCATION OF ACCEPTANCE
OF GOQODS.

1. A lessee way revoke acceptance of a lot or comrercial
unit whose noncoenformity substantially impairs its value ko
the lessee if the lrussee has accepted ik:

a. except in tne case of a fapance lease, O the
reasonabie assumpt.cn that its noncorforcity would oe cured
ard it has not been fSeasonabiy cured; or
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L. without discovery of the nonconformity if the lessee's
acceptance was reasonably induced either by the lessor's
assurances or, except in the case 0f & [inance leasc, by the
difficulty of discovery before acceptance.

2. Except in the cas? of a Einance lease that is not 2
consumer lease, a leusea may revoke acceptance of a lot or
cormeccial unit L€ the lessor defaylts upder the lease
contract and the default substantially inpairs the value of
that lot or comrercial unit tc the lessce.

3. If the lease agrecment so provides, the lessee may
revoke acceptance of a lot or comrerclial unit because of other
defaults by the lessor.

4. Revocaticnp of acceptance foust occur within a teascnable
time after the lessee discovers or shoald have discovered the
ground for it and before any substantial change in condition
of the goods which is not caused by the nonconformity,
Revocation is not effective until the lessce notifics the
lessor.

5. A lessee who 30 revcokes has the game rights and duties
with regard to the gcoods involved as if the lessee had
rejected them.

Sec, 70. NEW SECTION. $54.13518 COVER -- SUBSTLTUTE
GOODS .

1. Afrer a defaul: by a lessor under the lease ccntract of
the type described in section 554.13%08, subsection i, or, if
agreed, after other default by the iessnr, the lessee may
cover by making any purchase or lease Of Or contract te
purchase or lease goods in subatitution for those due from the
iessor,

2. Except as otherwise provided with regpect tc damages
liguidated 1n the leasc agreemenrt {sechion $54.134%04) or
otherwise determined pursuant to agreement of the parties
{sections 554.1102, subsection 3, and %%4.13501}), if a
lessee's cover is by 3 lease agreement substantlally similarc
to the original lease agrecment and the new lease agreement s
made in ¢cod faith and in a commercially reasorable manney,
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the lessee may recover from the :escor as damages (i) the
present walue, as of the date of the cormercement of the term
of the rew lease agreerent, of the rent under the new lease
agreement dpplicaoie to that pericd of the rew lease term
which is ¢omparable to the then resaicing term of the original
lease agreerent minus the precent value as of the sare date of
the total rent for the then remaining lease term of the
criginal lease agreerent, and (ii) any incidental or
consequential darages, less expenses saved in consequence of
the lessor's default.

3. 1f a lessee's cover is by lease agreement that for any
reascn does not qualify for treatment under subsection 2, or
is by purchase or otherwise, the lessee may recover from the
lessor as Lf the leassee had elected not to cover and section
%54.13519 governs.

Sec. 71. MNEW SLCTION. $54.13519 LESSZE'S DAMAGES FOR
NONDELIVERY, REPUDIATION, DEFAULT, AND BREACH OF WARRANTY IM
REGARD TO ACCEPTED COIDS.

1. Except a3 otherwise provided with respect to damages
ligquidated in the lease agreement (section 554.13504) or
otherwise determined pursuant to agreement of the parties
{sectiong 554.1102, subsection 3, and 554.123503), Lf a lesuee
elects not to cover or a lessee elects to cover and the cover
is by lease agreement that for any reason does not qualify for
treatment under seciion 554.13518, subsection 2, or is by
purchase or otherwise, the measure of damages for nondelivery
or repudiation by the lessor or for rejection or revecation of
acceptance by the legsee §s the present value, as of the date
of the default, of the ther market rent minus the present
value as of the same date ©of the original rent, computed for
the rem&ining ease term of the criginal leasc agreement,
tcogether with incidental and consequential damages, less
expensez saved in consequence of the lessor's default.

2, Market rect 13 ko be determined as of the place tor
tender or, in cases cof rejection after arrival »r revccation

of acceptance, as of the place of arrival.
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3. Except as otherwine agreed, if the lessce has accepted
qocds and given notification (section $54.1)51€, subsection
3), the measure of damages for nonconforming tender or
delivery or cother default by a lesscr is the loss resulting in
the orcdinary course of events from the lessor's default as
determined in any manner chat is reasonable together with
incicental and consequential danages, less expenses saved in
consequence of the lessor's default.

4. Except as otnerwise aqreed, the measure of darages for
breach of warranty i3 the present vaiue at the time and place
ot acceptance of the difference between the value of the use
of the goods accepted and the value if they hac been as
warranted for the lease term, unless speclal clrcumstances
show proximate damages of a different amount, together with
incidental and consequentiai damages, less expenses saved in
consequence of the lessor's default or breach of warranty.

Sec. 72. MNEW SECTION. £54.13520 LESSEE'S INCIDENTAL AND
CONSEQUERTIAL DAMAGES.

1. Incidental damages tesulting from a lessor's default
include expenses reasonably incurred in inspection, receipt,
transportation, and carc and custody of goods rightfully
rejected or goods the acceptance of which is justifiaply
revoked, any comrercially reascnaole charges, expenses or
cormiszions in connection with cffecting cover, and any other
reasonable expense incident to the defaulk,

2, Consequential damages resulting from a lessor's detfault
include:

2. any loss regulting from general or particular
tequirements and needs of which the lessor at the time of
contracting had reason to know and which could not rcasonably
be prevented by cover or ctherwise; and

0. injury to person ot property proximately reszulting from
any breacn of warranty.

Sec. 73. NE®W SFCTION. 554.13521 LESSEE'S RIGHT TO
SPECIFIC PERFORMANCE OR REPLEVIN.
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1. Specific performance may be decreed if the geods are
unigue or in othet propert citrcunstances.

2. A decree for specific performance may include any terms
and conditiors as to payment of the rent, damages, or other
trelief that the court deens just.

3. A Jessee has a right of replevin, detinue,
sequestration, claim and delivery, ot the like for gcods
identified to the lease contract if after teasonable effort
the lessee is unable to effect cover for those goods ot the
circumstances reascnably indicate that the effort «ill be
unavaliling.

Sec, 74. NEW _SECTION. 5%4,13%22 LESSEE'S RIGHT TO GOODS
OM LYSSOR'S INSOLVENCY.

1, Subject to subsection 2 and ever though the goods have
not been shipped, a lessee who has paid a part or all of the
rent and security for goods identified to a lease contract
(section 554.13217) on making &nd keeping gocd a tender of any
unpaid portion of the rent and security due under the lease
conttact may recover the goods identified from the lessot if
the lessor hecomes insolvent within ten days after receipt of
the first installment of rent and security.

2. A lessee acquires the right to recover goods identified
to a lease contract obly if they conforr to the lease
contract.

C. UDEFAULT BY LESSEE

Sec. 7b. HEW SECLION. $54.13523 LESSOR'S REMEDIES.

1. If a lessee wrongfully rejects or revokes acceptance of
goods or fails to make a payment wher. due or tepudiates with
respect to a part or the whole, then, with respect to any
gocods involved, anc with respect to all of the goods if under
an installment lease ccntract the value of the whole lease
contract is substantially impaired (section 55%4.13%10), the
lessee is in default under the leese conkract and the lessor
ray:

a. cancel ithe leane contract (section 35%8.53505,
subsection i}:
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b. proceed respecting goods not identified to the lease
contract (section 554.13524):;

¢. withhold delivery of the goods and take possession of

cocds previously delivered (section 554.13525):

d, stop delivery of the goods by any pailee (section
554.13526);

e. dispose of the guods and recover damages (section
554.13527), or retain the goods and recover damages {section
554.13528), of in a proper case recover rent {scction
554.13%29)

f. exercise any othet rights or pursuc any other cencdlies
provided in the lease contract,

2. If a lessor does not fully exercise a right or obtair a
remedy to which the lessot is entitled under subsection 1, the
lessor may recover the loss resulting in the ordinary course
of events from the lessee's default as decermined in any
reasonable manner, together with incidental damages, less
expenses saved 1n consequence of the lessee's default.

3. If a lessee is othetwise in default under a lease
contract, the lessor may exercise the rights and pursue the
remedies provided in the lease contract, which may include a
right to cancel the lease. In sddition, unless otherwise
provided in the lease contract:

2. if the default substantially impairs the value of the
lease contract to the lessor, tne lessor oay exercise the
rights and pursue the remedies provided in subsectien 1 or 2
or

b. if the default does rot substantia:ly impair the value
of the lease contract to the lessor, the lessor may recover 45
provided in subsection 2.

sec. 76. ggﬁ_ggggigg. 564,13524 LESSOR'S RIGHT TO
IDENTIFY GOODS TO LERSE CONTRACT.

1. After default by the lessee under the lease contract of
the type described :»n section 554.13523, subsecticn 1 or
sect.on 5%4.13%23, subsectaion 3, paragraph "at or, 1f aqreed.
after other default by the lessee, the lessor may:
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a. identify to the lease contrace conforming goods not
already identified if at the time the lessor learned of the
default chey were in the lessor's or the supplier's possession
or control; and

b. dispose of goods (section 554.13527, subsection 1) that
deronstrably have been intended for the particular lease
contract even though those goods are unfinisked.

2. 1f the gocds are unfinished, in the exercise of
teascrable commercial judgment for the purposes of avoiding
loss and of effective rcalization, an aggrieved lessor or the
supplier may either complete manufacture and wholly identify
the goods to the lease contract or cease manufacture and
lease, sell, or otherwise dispose of the goods for scrap or
salvage value or proceed in any other reascnable manner.

Sec. 77. MNEW SECTION. 554,13525 LESSOR'S RIGHT TO
POSSESSION QF GOODS.

l. TIf a lessor discovers the lessee to be insclvent, the
lesser may refuse to deliver the qoods.,

2, After a default by the lessece under the lease contract
of the type described in section 554.13523, subsection 1 or
section 554.13523, subsection 3, paragraph "a" or, if agreed,
after other defauvlt by the lessee, the lessor hac the right to
take pessession of Lhe goods. 1If the lease contract so
provides, the lessor may requice the lesgee to assemble the
goods and make ther available to the lessor at a place to be
designated by the lessoct which is reascrably convenient to
both parties. Witnout removal, the lessor ray rendet unucable
any qoeds enployed in trade or business, and may dispcse of
goods on the lessee’'s premises (section S54.135271).

3. The lessor may proceed under subscction 2 without
judicial process it it can be done without breach of the peace
or the lessor may proceed by action.

Sec. 78. NEW SECTION. 554.13%26 LESSOR'S STOPPAGE OF
ODELIVERY IN TRENSIT OR OTHERWISE.

1. A lesscr may stop delivery of qocds in che possession
of a carrier or other bailee if the lessor discovers the
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lessee to ke insolvent and may stop dei.very of carloead,
truckload, planelcad, or larger shipments of express or
freight if the lessec repudiates or fails to make a payment
due before delivery, whetner for rent, security or otherwise
under the lease contract, ot for any other reason the lessor
has a right to withhold or take possession of the goods .

7. In pursuing its remecies under subsection 1, the lessor
nay stop delivery until

a. vreceipt of the goods by the lessee;

b. acknowledgment to the lessee by any bailee of the
goods, except a carrier, that the bailee holds the gocds for
the lcssee; or

C. such an acknowledgrent to the lessee by a carrier via

reshipment or as warehouseman.
3. a. To stop delivery, a lessor shall so notify as to

enable the bailee by reasonable diligence to prevent delivery
of the gocds,

b. After notification, the bzilee shall hold and deliver
the goods according to the dircctions of the lessor, but the
lessor is liable vo the ballee for any ensuing chacges or
damages.

€. A carrier who has issued a nonnegotiable bill of lading
is not obliged to obey a notification to stop received from a
pergsen other than the consignor.

Sec. 79. PLW SECTION, 55%4.13527 LESSOR'S RIGHTS TO
DISPOSZ OF GOODS.

1. After a defauit by a lessece under the leage coptract of
tne type described in section 554,135323, subsection | or
section $54.13523, subsection 3, paragraph "a"™ or after the
tessut refuses to deliver or takes possession of gocds
(section 554.13525 or $54.13526), or, if agzreed, after other
default by a lessee, the lessor may dispose of the goods
concerned or the undelivered balance therest by lease, sale,
ot otherwise,

2. Except as otherwise provided with respect to damages
“iguidated in the lease agreemsnt {section 554.,13504) or
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otherwise determined pursuant to agereerent of the parties
{esections 554.1102, subsection 3. and $5%4.13503), if the
dispositien is by lease agreement substantially =zimilar to the
original lease agreenent and the new lease agceenent is made
in good faith and in a comrercially reasonable manner, the
lessor may recover from the lessee as damages (1) accrued and
unpaid rent as of the date ©f the commencement of the term of
the new lease agcreenent, {(il) the present value, as of the
sare date, of the total rent for the remaining lease term of
the original lease agreerent minus the present value, as of
the sam¢ date, of the rent wunder the new leage agreement
applicable to that period of the new lease term which is
comparable to the then vemalning term of the original lease
agreement, and (ili) any incidental damages allowed under
section %$54.13530, less expenses saved in consequence of the
lessee's default,

3. If the lessor's disposition is by lease agreement tha:
for any reason does not qualify for treatment under subsection
2, or is by sale or otherwise, the lessor may recover from tne
lessee as if the lessor had elected not to dlaspose of the
goods and section 554.13528 governs,

4. A subsequent buyer or lessce who buys or leases from
the lessor in good faith for value as a result of a
disposition under this section takes the goods free of tne
original lease contract and any rights of the original lessce
even though the lessor faila to comply with one or more of the
requirenents of this Article,

5., Thne lessor is not acccuntable to the lessee for any
profit made on any disposition. A lessee who has rightfully
rejected or justifiably revoked acceptance shall account to
the leszor for any excess over the amcunt of the legsee's
zecurity interest (section 554.13508, subsection 5).

Sec, BO. NEW SECTION. $54.13528 GLESSOR'S DAMAGES FOR
NOMACCEPTANHCE, PAILURE TG PAY, RZPUDIATION, DR OFHER DEFAULT.
1. Except as otherwise provided with respect to damages

Liguidated in the lease agreement (section 554.13504) or
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otherwise determined pursuant to agreerant of the parties
{gections 554.1102, subsection 3, and $54.13%013), if a lessor
elects to retain the goods or a lessor elects to dispose of
the goods and the disposition is by lease agreement that for
any reason dces not qualify for treatment under section
594.13527, subsection 2, or is by sale ov othetwige, the
lesgor may recover fcom the lessee as danages for a default o=
the type described in section $54.13523, subseckion L, oc
section 554.13523, subsection 3, paragragh “a", or, if agreed,
for other default of the lessee, (i) accrued and unpaid rent
as of the date of default if the lemsec has never taken
possession of the goods, or, If the lessee has taken
possession of the goods, as of the date the lessor reposscesses
the goods or an earlier date on which the lessee makes a
tender of the goods to the lessor, (il) the present value as
of the date determined under clause (i) of the total rent for
the then remaining lease term of the original lease agreenent
ninus the present value as of the same date of the rmarket rent
at the place where the goods are located corputed for the same
lease teem, and (iii) any incidental damages allowed under
scction 554.13530, less expenses saved in consequence of the
lessce's default.

2. 1f the measure of damages provided in subsection 1 is
inadequate to put a letsor in as gbod a positiun as
performance would have, the measure of damages is the present
value of the profit, including recasonable cverhead, the lessor
would have made fror full performance by the lessee, together
with any incidental damages allowed under section %%4.13530,
due allovwance for costs reasonably incurred and due credit for
paycents or proceeds of dispositicon.

Sec. 81l. MEW SECTIQN. 554.13529 LESSOR'S ACTION FOR THE
RENT.

1. After detfault by the lessee under the lease contract of
the type described in section 5%4.1352J, subsection 1 or
section 554.13523, subsectior 3, paragraph "a" or, if agreed,
after other default by the lessee, 1f the lessor conplies with

1282 4dH
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subsaction 2, the lessor may tecove:r from the lessee as
damages:

a. for goods accepted by the lessee and not repossessed by
or tendered to tne lesscr, and for conforning goods lost or
damaged within a ccmmercially reasonable time after risk of
108s passes to the lessee (section $%4.13219), (i) accrued and
unpaid rent as of the date ¢f entry of judgment in favot of
the lesser, {(1i) the ptesent value 3¢ of che same date of the
reat for the ther reraiaing lease term of the lease agrecment,
and (ii1) any incidental damages ailowed under secticn
554,13530, less expenses saved in consequence of the lessee's
default; and

. for gocdés identified to the lease contract if the
tessor 1s unable after rcasonable effert to dispose of them at
a reasonable price or the clrcunstances reasonably indicate
that effort will he unavailing, {1} adccrued and unpaid rent as
of the date of entry of judgment in favor of the lessor, (ii)
the present value as of the same date of the rent for the then
remaining lease tecm of the lease agreement, and (ili) any
incidental damages allowed under section 554.13530, less
expenses saved in conscquence of the lessee’s Actaule.

2. Except as provided in subsection 3, the lessor shall
hold for the lessec for the remaining lease term of the lease
agreement any goods tkat have been identified to the leadse
contract and are in the lessoc's control,

3., The lessor may dispose of the goods at any tine before
¢ollection of the judgment for damages obtaired pursuant to
subsection 1. [f the disposition is before tne end of the
remaining lease term of the lease agreerent, the lessor's
recovery against the lcssec for darages is governed by Section
564.13527 or 554.13%28, and the lessor will cause an
appropriate c¢redit to be provided against a judgment for
damages to the extent that the amcunt of the judgment exceeds
the recovery available pursuant to section 5$54.13527 or
554.13528,
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4. Payment of the judgment tor damages ohtzined pursuant
to subsection 1 entitles :the lessee to the use ard possession
of the goods pot then disposed of for the remaining lease tern
of and in accordance with the lease agreement.

9. Afser defaulr by the lessee under che lease contract of
the type desccibed in sactlon 554.1152%, subsectlion ) or
section 554.11523, subsectlon 3, paragraph "a" or, il agreed,
after other default by the lessee, a lessor who is held not
entitled to rent under this section rust nevertheless Le
awarded damages for noracceptance under sectlion 554.13527 or
section 5%4.13528,

Sec. 8. NEW SECTION. 554.12%30 LESSOR'S INCIDENTAL
DAMBGES .

Incidental damages to ar agarieved lessor include any
cormercially reasonable charges, exgenses, Or COmmicsions
incucrred in stopping delivery, in the transportation, care and
custody of goods after the lessee's default, in connection
with return or disposition of the goods, or otherwise
resulting from the default.

Sec. 83, NEW SECTION., 5%4.13531 STANDING TO SUE THIRD
PARTIES FOR INJURY TO GOGDS.

L, It a third party so deals with goods that have been
identified to a lcase contract as to cause actionable injury
to a party to the lease contract (i) the lessor nas a right of
action against the third party, ard {i1) <he lessee also has a
tight of action againat the third patty if the lessec:

&. has a security intertest in the joods;

b. has an insurable interest in the gocds: or

c. bears the risk of loss under the lezse contract or bas
since the injury assured that risk as against the lessor and
the gcods have been converted or destroyed.

2. 3% at the time of the 1djury the party plainti:Ef did
not bear the risk of loss as against the other party to the
lease contract and there is nc arrargemens becween them for
disgogitiaon of the tecovery, the plaintift pacrty’'s suil 27
settlerent, subject to pariy plaintiff's owr intecest, 15 as a
fEiduciary foc the cther party to the lease contract.




House File 2321, p. 61

" 3. Either party with the consent of the other may sue for
) the benefit of whom it may concern,

Sec. 84. NEW SECTION. 554.13532 LESSOR'S RIGHTS TO
RESIDUAL INTEREST.

In addition to any other recovery permitted by this Article

or other law, the lessor may recover from the lessee an amount
that will fully compensate the lessor for any loss of or
damage to the lessor's residual interest in the goods caused
by the default of the lessee.

HAROLD VAN MAANEN
Speaker of the House

LEONARD L. BOSWELL
President of the Senate

I hereby certify that this bill originated in the House and
is known as House File 2321, Seventy-fifth General Assembly.

ELIZABETH ISAACSON
Chief Clerk of the House
Approved a0 . 1994

TERRY E. BRANSTAD

Governor

HF 2321



