These statutory references are designed to assist you during your exam. However,
theseare NOT theonly statutory provisionsthat you areresponsible for
understanding. You should befamiliar with the provisionsof Articles1, 2, 5, 8 and
9 of the Uniform Commercial Code discussed in classand in thereading.

STATUTES FOR REFERENCE DURING FALL 2003 FINAL EXAM
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HERE ARE SOME SELECTED STATUTORY PROVISIONS THAT
MIGHT HELP YOU FROM THE UNIFORM COMMERCIAL CODE
AND THE FEDERAL BANKRUPTCY CODE:

A definition from UCC Section 1-201(a)—

(37) "Security interest" means an interest in personal property or fixtures
which secures payment or performance of an obligation. The term aso
includes any interest of a consignor and a buyer of accounts, chattel paper, a
payment intangible, or a promissory note in a transaction that is subject to
Article 9. The special property interest of a buyer of goods on identification of
those goods to a contract for sale under Section 2-401 is not a "security
interest", but a buyer may also acquire a " security interest" by complying with
Article 9. Except as otherwise provided in Section 2--505, the right of a seller
or lessor of goods under Article 2 or 2-A to retain or acquire possession of the
goods is not a "security interest”, but a seller or lessor may also acquire a
"security interest" by complying with Article 9. The retention or reservation of
title by a seller of goods notwithstanding shipment or delivery to the buyer
(Section 2--401) islimited in effect to areservation of a"security interest”.

Whether a transaction creates a lease or security interest is determined by the

facts of each case; however, 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:

(a) the origina term of the lease is equal to or greater than the remaining
economic life of the goods,

(b) 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,

(c) 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 |ease agreement, or

(d) 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:
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(a) 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,

(b) 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,

(c) the lessee has an option to renew the lease or to become the owner of the
goods,

(d) 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 term of the renewal at the time the option is to be
performed, or

(e) the lessee has an option to become the owner of the goods for a 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.

For purposes of this subsection (37):

(x) 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
isto 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 performed. 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;

(y) "Reasonably predictable" and "remaining economic life of the goods' are
to be determined with reference to the facts and circumstances at the time the
transaction is entered into; and

(2) "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 is not
manifestly unreasonable at the time the transaction is entered into; otherwise,
the discount is determined by a commercialy reasonable rate that takes into
account the facts and circumstances of each case at the time the transaction
was entered into.

A definition from UCC Section 2-104—

(1) "Merchant” means a person who deals in goods of the kind or otherwise by
his occupation holds himself out as having knowledge or skill peculiar to the
practices or goods involved in the transaction or to whom such knowledge or
skill may be attributed by his employment of an agent or broker or other
intermediary who by his occupation holds himself out as having such
knowledge or skill.
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Selected Definitions from UCC Section 9-102(a)—

(1) "Accession" means goods that are physically united with other goods in
such amanner that the identity of the original goodsisnot lost.

(11) "Chattel paper" means a record or records that evidence both a monetary
obligation and a security interest in specific goods, a security interest in
specific goods and software used in the goods, a security interest in specific
goods and license of software used in the goods, a lease of specific goods, or a
lease of specific goods and license of software used in the goods. In this
paragraph, "monetary obligation” means a monetary obligation secured by the
goods or owed under a lease of the goods and includes a monetary obligation
with respect to software used in the goods. The term does not include (i)
charters or other contracts involving the use or hire of a vessel or (ii) records
that evidence aright to payment arising out of the use of a credit or charge card
or information contained on or for use with the card. If a transaction is
evidenced by records that include an instrument or series of instruments, the
group of records taken together constitutes chattel paper.

(19) "Consignee” means a merchant to which goods are deivered in a
consignment.

(20) "Consignment” means a transaction, regardless of its form, in which a
person delivers goods to a merchant for the purpose of sale and: (A) the
merchant: (i) deals in goods of that kind under a name other than the name of
the person making delivery; (ii) is not an auctioneer; and (iii) is not generally
known by its creditors to be substantially engaged in selling the goods of
others; (B) with respect to each delivery, the aggregate value of the goods is
$1,000 or more at the time of delivery; (C) the goods are not consumer goods
immediately before delivery; and (D) the transaction does not create a security
interest that secures an obligation.

(21) "Consignor" means a person that delivers goods to a consignee in a
consignment.

Some Other Provisions From Article 9 of the UCC—

Section 9--315. Secured Party's Rights on Disposition of Collateral and in
Proceeds.

(@) [Disposition of collateral: continuation of security interest or
agricultural lien; proceeds.] Except as otherwise provided in this article and
in Section 2--403(2):

(1) a security interest or agricultural lien continues in collatera
notwithstanding sale, lease, license, exchange, or other disposition
thereof unless the secured party authorized the disposition free of the
security interest or agricultural lien; and

(2) asecurity interest attaches to any identifiable proceeds of collateral.

(b) [When commingled proceeds identifiable] Proceeds that are
commingled with other property are identifiable proceeds:
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(1) if the proceeds are goods, to the extent provided by Section 9--336;
and
(2) if the proceeds are not goods, to the extent that the secured party
identifies the proceeds by a method of tracing, including application
of equitable principles, that is permitted under law other than this
article with respect to commingled property of the type involved.
(c) [Perfection of security interest in proceeds] A security interest in
proceeds is a perfected security interest if the security interest in the origina
collateral was perfected.
(d) [Continuation of perfection.] A perfected security interest in proceeds
becomes unperfected on the 21st day after the security interest attaches to the
proceeds unless:
(1) thefollowing conditions are satisfied:

(A) afiled financing statement coversthe origina collateral;

(B) the proceeds are collateral in which a security interest may be
perfected by filing in the office in which the financing statement
has been filed; and

(C) the proceeds are not acquired with cash proceeds;

(2) the proceeds are identifiable cash proceeds; or
(3) the security interest in the proceeds is perfected other than under
subsection (c) when the security interest attaches to the proceeds or
within 20 days thereafter.
(e) [When perfected security interest in proceeds becomes unperfected.] If
a filed financing statement covers the origina collateral, a security interest in
proceeds which remains perfected under subsection (d)(1) becomes
unperfected at the later of:

(1) when the effectiveness of the filed financing statement lapses under
Section 9--515 or isterminated under Section 9--513; or

(2) the 21st day after the security interest attaches to the proceeds.

Section 9--317. Interests That Take Priority over or Take Free of Security
Interest or Agricultural Lien.

(a) [Conflicting security interests and rights of lien creditors.] A security
interest or agricultural lien is subordinate to the rights of:
(1) aperson entitled to priority under Section 9--322; and
(2) except as otherwise provided in subsection (€), a person that
becomes alien creditor before the earlier of thetime:
(A) thesecurity interest or agriculturd lien is perfected; or
(B) one of the conditions specified in Section 9-203(b)(3) is met
and afinancing statement covering the collateral isfiled.
(b) [Buyers that receive delivery.] Except as otherwise provided in
subsection (€), a buyer, other than a secured party, of tangible chattel paper,
documents, goods, instruments, or a security certificate takes free of a security
interest or agricultural lien if the buyer gives value and receives delivery of the
collateral without knowledge of the security interest or agricultura lien and
beforeit is perfected.

(c) [Lessees that receive delivery.] Except as otherwise provided in
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subsection (€), a lessee of goods takes free of a security interest or agricultural
lien if the lessee gives value and receives ddivery of the collateral without
knowledge of the security interest or agricultural lien and before it is perfected.

(d) [Licensees and buyers of certain collateral.] A licensee of a genera
intangible or a buyer, other than a secured party, of accounts, electronic chattel
paper, genera intangibles, or investment property other than a certificated
security takes free of a security interest if the licensee or buyer gives value
without knowledge of the security interest and before it is perfected.

(e) [Purchase-money security interest.] Except as otherwise provided in
Sections 9--320 and 9--321, if a person files afinancing statement with respect
to a purchase-money security interest before or within 20 days after the debtor
receives delivery of the collateral, the security interest takes priority over the
rights of a buyer, lessee, or lien creditor which arise between the time the
security interest attaches and the time of filing.

Section 9--319. Rights and Title of Consignee with Respect to Creditors
and Purchasers.

(@) [Consignee has consignor's rights.] Except as otherwise provided in
subsection (b), for purposes of determining the rights of creditors of, and
purchasers for value of goods from, a consignee, while the goods are in the
possession of the consignee, the consignee is deemed to have rights and title to
the goods identical to those the consignor had or had power to transfer.

(b) [Applicability of other law.] For purposes of determining the rights of a
creditor of a consignee, law other than this article determines the rights and
title of a consignee while goods are in the consignee's possession if, under this
part, a perfected security interest held by the consignor would have priority
over therights of the creditor.

Section 9--320. Buyer of Goods.

(a) [Buyer in ordinary course of business.] Except as otherwise provided in
subsection (€), a buyer in ordinary course of business, other than a person
buying farm products from a person engaged in farming operations, takes free
of asecurity interest created by the buyer's seller, even if the security interest is
perfected and the buyer knows of its existence.
(b) [Buyer of consumer goods.] Except as otherwise provided in subsection
(e), a buyer of goods from a person who used or bought the goods for use
primarily for personal, family, or household purposes takes free of a security
interest, even if perfected, if the buyer buys:

(1) without knowledge of the security interest;

(2) forvaue;

(3) primarily for the buyer's personal, family, or household purposes;

and

(4) beforethefiling of afinancing statement covering the goods.
(c) [Effectiveness of filing for subsection (b).] To the extent that it affects the
priority of a security interest over a buyer of goods under subsection (b), the
period of effectiveness of afiling made in the jurisdiction in which the sdller is
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located is governed by Section 9--316(a) and (b).

(d) [Buyer in ordinary course of business at wellhead or minehead.] A
buyer in ordinary course of business buying oil, gas, or other minerals at the
wellhead or minehead or after extraction takes free of an interest arising out of
an encumbrance,

(e) [Possessory security interest not affected.] Subsections (a) and (b) do not
affect a security interest in goods in the possession of the secured party under
Section 9--313.

Section 9-322. Priorities among Conflicting Security Interestsin and
Agricultural Lienson Same Collateral.

(@) [General priority rules.] Except as otherwise provided in this section,
priority among conflicting security interests and agricultural liens in the same
collaterd is determined according to the following rules:

(1) Conflicting perfected security interests and agricultural liens rank
according to priority in time of filing or perfection. Priority dates
from the earlier of the time a filing covering the collatera is first
made or the security interest or agricultural lien is first perfected, if
there is no period theresfter when there is neither filing nor
perfection.

(2) A perfected security interest or agricultural lien has priority over a
conflicting unperfected security interest or agricultural lien.

(3) The first security interest or agricultural lien to attach or become
effective has priority if conflicting security interests and agricultural
liens are unperfected.

(b) [Time of perfection: proceeds and supporting obligations.] For the
purposes of subsection (a)(1):

(1) thetime of filing or perfection as to a security interest in collateral is
also the time of filing or perfection as to a security interest in
proceeds; and

(2) the time of filing or perfection as to a security interest in collateral
supported by a supporting obligation is also the time of filing or
perfection as to a security interest in the supporting obligation.

(c) [Special priority rules: proceeds and supporting obligations.] Except as
otherwise provided in subsection (f), a security interest in collateral which
qualifies for priority over a conflicting security interest under Section 9--327,
9--328, 9-329, 9-330, or 9--331 also has priority over a conflicting security
interest in:

(1) any supporting obligation for the collateral; and

(2) proceeds of the collateral if:

(A) the security interest in proceeds is perfected;
(B) the proceeds are cash proceeds or of the same type as the
collateral; and
(C) in the case of proceeds that are proceeds of proceeds, al
intervening proceeds are cash proceeds, proceeds of the same
type as the collateral, or an account relating to the collateral.
(d) [First-to-file priority rule for certain collateral.] Subject to subsection
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(e) and except as otherwise provided in subsection (f), if a security interest in
chattel paper, deposit accounts, negotiable documents, instruments, investment
property, or letter-of-credit rights is perfected by a method other than filing,
conflicting perfected security interests in proceeds of the collateral rank
according to priority in time of filing.
(e) [Applicability of subsection (d).] Subsection (d) applies only if the
proceeds of the collateral are not cash proceeds, chattel paper, negotiable
documents, instruments, investment property, or letter-of-credit rights.
(f) [Limitations on subsections (a) through (e).] Subsections (&) through (€)
are subject to:
(1) subsection (g) and the other provisions of this part;
(2) Section 4-210 with respect to a security interest of a collecting
bank;
(3) Section 5-118 with respect to a security interest of an issuer or
nominated person; and
(4) Section 9--110 with respect to a security interest arising under
Article2 or 2-A.
(g) [Priority under agricultural lien statute.] A perfected agricultural lien on
collateral has priority over a conflicting security interest in or agricultural lien
on the same collateral if the statute creating the agricultural lien so provides.

Section 9--324. Priority of Purchase-money Security | nterests.

(a) [General rule: purchase-money priority.] Except as otherwise provided
in subsection (g), a perfected purchase-money security interest in goods other
than inventory or livestock has priority over a conflicting security interest in
the same goods, and, except as otherwise provided in Section 9--327, a
perfected security interest in its identifiable proceeds also has priority, if the
purchasemoney security interest is perfected when the debtor receives
possession of the collateral or within 20 days thereafter.

(b) [Inventory purchase-money priority.] Subject to subsection (c) and
except as otherwise provided in subsection (g), a perfected purchasemoney
security interest in inventory has priority over a conflicting security interest in
the same inventory, has priority over a conflicting security interest in chattel
paper or an instrument constituting proceeds of the inventory and in proceeds
of the chattel paper, if so provided in Section 9--330, and, except as otherwise
provided in Section 9-327, also has priority in identifiable cash proceeds of
the inventory to the extent the identifiable cash proceeds are received on or
before the delivery of the inventory to a buyer, if:

(1) the purchase-money security interest is perfected when the debtor
receives possession of the inventory;

(2) the purchasemoney secured party sends an authenticated
notification to the holder of the conflicting security interest;

(3) the holder of the conflicting security interest receives the notification
within five years before the debtor receives possession of the
inventory; and

(4) the notification states that the person sending the notification has or
expects to acquire a purchase-money security interest in inventory of
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the debtor and describes the inventory.
(c) [Holders of conflicting inventory security interests to be notified.]
Subsections (b)(2) through (4) apply only if the holder of the conflicting
security interest had filed a financing statement covering the same types of
inventory:
(1) if the purchase-money security interest is perfected by filing, before
the date of the filing; or
(2) if the purchasemoney security interest is temporarily perfected
without filing or possession under Section 9--312(f), before the
beginning of the 20-day period thereunder.
(d) [Livestock purchase-money priority.] Subject to subsection (€) and
except as otherwise provided in subsection (g), a perfected purchase-money
security interest in livestock that are farm products has priority over a
conflicting security interest in the same livestock, and, except as otherwise
provided in Section 9-327, a perfected security interest in their identifiable
proceeds and identifiable products in their unmanufactured states also has
priority, if:
(1) the purchasemoney security interest is perfected when the debtor
receives possession of the livestock;
(2) the purchasemoney secured party sends an authenticated
notification to the holder of the conflicting security interest;

(3) the holder of the conflicting security interest receives the notification
within six months before the debtor receives possession of the
livestock; and

(4) the notification states that the person sending the notification has or
expects to acquire a purchase-money security interest in livestock of
the debtor and describes the livestock.

(e) [Holders of conflicting livestock security interests to be notified.]
Subsections (d)(2) through (4) apply only if the holder of the conflicting
security interest had filed a financing statement covering the same types of
livestock:

(1) if the purchase-money security interest is perfected by filing, before
the date of the filing; or

(2) if the purchasemoney security interest is temporarily perfected
without filing or possession under Section 9--312(f), before the
beginning of the 20-day period thereunder.

(f) [Software purchase-money priority.] Except as otherwise provided in
subsection (g), a perfected purchasemoney security interest in software has
priority over a conflicting security interest in the same collateral, and, except
as otherwise provided in Section 9-327, a perfected security interest in its
identifiable proceeds also has priority, to the extent that the purchase-money
security interest in the goods in which the software was acquired for use has
priority in the goods and proceeds of the goods under this section.

(9) [Conflicting purchase-money security interests.] If more than one
security interest qualifies for priority in the same collateral under subsection
(@, (b), (d), or (f):

(1) asecurity interest securing an obligation incurred as al or part of the
price of the collateral has priority over a security interest securing an
obligation incurred for value given to enable the debtor to acquire
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rightsin or the use of collateral; and

(2) in al other cases, Section 9--322(a) applies to the qualifying
security interests.

Section 9--330. Priority of Purchaser of Chattel Paper or Instrument.

(a) [Purchaser'spriority: security interest claimed merely as proceeds.] A
purchaser of chattel paper has priority over a security interest in the chattel
paper which is claimed merely as proceeds of inventory subject to a security
interest if:
(1) in good faith and in the ordinary course of the purchaser's business,
the purchaser gives new value and takes possession of the chattel
paper or obtains control of the chattel paper under Section 9--105;
and
(2) the chattel paper does not indicate that it has been assigned to an
identified assignee other than the purchaser.
(b) [Purchaser's priority: other security interests.] A purchaser of chattel
paper has priority over a security interest in the chattel paper which is claimed
other than merely as proceeds of inventory subject to a security interest if the
purchaser gives new value and takes possession of the chattel paper or obtains
control of the chattel paper under Section 9--105 in good faith, in the ordinary
course of the purchaser's business, and without knowledge that the purchase
violates the rights of the secured party.
(c) [Chattel paper purchaser's priority in proceeds.] Except as otherwise
provided in Section 9--327, a purchaser having priority in chattel paper under
subsection (a) or (b) also has priority in proceeds of the chattel paper to the
extent that:
(1) Section 9--322 providesfor priority in the proceeds; or
(2) the proceeds consist of the specific goods covered by the chattel
paper or cash proceeds of the specific goods, even if the purchaser's
security interest in the proceeds is unperfected.
(d) [Instrument purchaser's priority.] Except as otherwise provided in
Section 9-331(a), a purchaser of an instrument has priority over a security
interest in the instrument perfected by a method other than possession if the
purchaser gives value and takes possession of the instrument in good faith and
without knowledge that the purchase violates the rights of the secured party.
(e) [Holder of purchase-money security interest gives new value.] For
purposes of subsections (a) and (b), the holder of a purchasemoney security
interest in inventory gives new value for chattel paper constituting proceeds of
the inventory.
(f) [Indication of assignment gives knowledge.] For purposes of subsections
(b) and (d), if chattel paper or an instrument indicates that it has been assigned
to an identified secured party other than the purchaser, a purchaser of the
chattel paper or instrument has knowledge that the purchase violates the rights
of the secured party.

Section 9-332. Transfer of Money; Transfer of Funds from Deposit
Account.
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(a) [Transferee of money.] A transferee of money takes the money free of a
security interest unless the transferee acts in collusion with the debtor in

violating the rights of the secured party.

(b) [Transfer ee of funds from deposit account.] A transferee of funds from a
deposit account takes the funds free of a security interest in the deposit account
unless the transferee acts in collusion with the debtor in violating the rights of
the secured party.

Section 9--333. Priority of Certain Liens Arising by Operation of Law.

(a) [" Possessory lien."] In this section, "possessory lien" means an interest,

other than a security interest or an agricultural lien:

(1) which secures payment or performance of an obligation for services or
materials furnished with respect to goods by a person in the ordinary
course of the person's business;

(2) which is created by statute or rule of law in favor of the person; and

(3) whose effectiveness depends on the person's possession of the goods.

(b) [Priority of possessory lien.] A possessory lien on goods has priority over

a security interest in the goods unless the lien is created by a statute that

expressly provides otherwise.

Section 9--334. Priority of Security Interestsin Fixturesand Crops.

(a) [Security interest in fixtures under thisarticle.] A security interest under
this article may be created in goods that are fixtures or may continue in goods
that become fixtures. A security interest does not exist under this article in
ordinary building materials incorporated into an improvement on land.
(b) [Security interest in fixtures under real property law.] Thisarticle does
not prevent creation of an encumbrance upon fixtures under real property law.
(c) [General rule: subordination of security interest in fixtures.] In cases
not governed by subsections (d) through (h), a security interest in fixtures is
subordinate to a conflicting interest of an encumbrancer or owner of the related
real property other than the debtor.
(d) [Fixtures purchase-money priority.] Except as otherwise provided in
subsection (h), a perfected security interest in fixtures has priority over a
conflicting interest of an encumbrancer or owner of the real property if the
debtor has an interest of record in or isin possession of the real property and:
(1) thesecurity interest is a purchase-money security interest;
(2) the interest of the encumbrancer or owner arises before the goods
become fixtures; and
(3) the security interest is perfected by a fixture filing before the goods
become fixtures or within 20 days thereafter.
(e) [Priority of security interest in fixtures over interestsin real property.]
A perfected security interest in fixtures has priority over a conflicting interest
of an encumbrancer or owner of the real property if:
(1) the debtor has an interest of record in the real property or is in
possession of the rea property and the security interest: (A) is
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perfected by a fixture filing before the interest of the encumbrancer
or owner is of record; and (B) has priority over any conflicting
interest of a predecessor in title of the encumbrancer or owner;

(2) before the goods become fixtures, the security interest is perfected
by any method permitted by this article and the fixtures are readily
removable: (A) factory or office machines; (B) equipment that is not
primarily used or leased for use in the operation of the real property;
or (C) replacements of domestic appliances that are consumer goods,

(3) theconflicting interest isalien on the real property obtained by legal
or equitable proceedings after the security interest was perfected by
any method permitted by this article; or

(4) the security interest is: (A) created in a manufactured home in a
manufactured-home transaction; and (B) perfected pursuant to a
statute described in Section 9--311(8)(2).

(f) [Priority based on consent, disclaimer, or right to remove.] A security
interest in fixtures, whether or not perfected, has priority over a conflicting
interest of an encumbrancer or owner of the real property if:

(1) the encumbrancer or owner has, in an authenticated record,
consented to the security interest or disclaimed an interest in the
goods as fixtures; or

(2) the debtor has a right to remove the goods as against the
encumbrancer or Owne.

(9) [Continuation of paragraph (f)(2) priority.] The priority of the security
interest under paragraph (f)(2) continues for a reasonable time if the debtor's
right to remove the goods as against the encumbrancer or owner terminates.

(h) [Priority of construction mortgage] A mortgage is a construction
mortgage to the extent that it secures an obligation incurred for the
construction of an improvement on land, including the acquisition cost of the
land, if a recorded record of the mortgage so indicates. Except as otherwise
provided in subsections (€) and (f), a security interest in fixturesis subordinate
to a construction mortgage if a record of the mortgage is recorded before the
goods become fixtures and the goods become fixtures before the completion of
the construction. A mortgage has this priority to the same extent as a
construction mortgage to the extent that it is given to refinance a construction
mortgage.

(i) [Priority of security interest in crops.] A perfected security interest in
crops growing on real property has priority over a conflicting interest of an
encumbrancer or owner of the real property if the debtor has an interest of
record in or isin possession of the real property.

() [Subsection (i) prevails.] Subsection (i) prevails over any inconsistent
provisions with this article or any other chapter of law.

Section 9--335. Accessions.

(a) [Creation of security interest in accession.] A security interest may be
crested in an accession and continues in collateral that becomes an accession.
(b) [Perfection of security interest.] If a security interest is perfected when
the collateral becomes an accession, the security interest remains perfected in
the collateral.

1
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(c) [Priority of security interest.] Except as otherwise provided in subsection
(d), the other provisions of this part determine the priority of a security interest
in an accession.

(d) [Compliance with certificate-of-title statute.] A security interest in an
accession is subordinate to a security interest in the whole which is perfected
by compliance with the requirements of a certificate-of-title statute under
Section 9--311 (b).

(e) [Removal of accession after default.] After default, subject to Part 6, a
secured party may remove an accession from other goods if the security
interest in the accession has priority over the claims of every person having an
interest in the whole.

(f) [Reimbursement following removal.] A secured party that removes an
accession from other goods under subsection (€) shall promptly reimburse any
holder of a security interest or other lien on, or owner of, the whole or of the
other goods, other than the debtor, for the cost of repair of any physical injury
to the whole or the other goods. The secured party need not reimburse the
holder or owner for any diminution in value of the whole or the other goods
caused by the absence of the accession removed or by any necessity for
replacing it. A person entitled to reimbursement may refuse permission to
remove until the secured party gives adequate assurance for the performance of
the obligation to reimburse.

HERE ARE SOME SELECTED PROVISIONS OF THE UNITED
STATES BANKRUPTCY CODE.

Sec. 362. Automatic stay

(a) Except as provided in subsection (b) of this section, a
petition filed under section 301, 302, or 303 of thistitle, or an
application filed under section 5(a)(3) of the Securities Investor
Protection Act of 1970, operates as a stay, applicable to all
entities, of -

(1) the commencement or continuation, including the issuance or
employment of process, of ajudicial, administrative, or other
action or proceeding against the debtor that was or could have
been commenced before the commencement of the case under this
title, or to recover a claim against the debtor that arose before
the commencement of the case under this title;

(2) the enforcement, against the debtor or against property of
the estate, of ajudgment obtained before the commencement of the
case under thistitle;

(3) any act to obtain possession of property of the estate or
of property from the estate or to exercise control over property
of the estate;

(4) any act to create, perfect, or enforce any lien against
property of the estate;
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(5) any act to create, perfect, or enforce against property of
the debtor any lien to the extent that such lien securesaclaim
that arose before the commencement of the case under thistitle;

(6) any act to collect, assess, or recover a claim against the
debtor that arose before the commencement of the case under this
title;

(7) the setoff of any debt owing to the debtor that arose
before the commencement of the case under thistitle against any
claim against the debtor; and

(8) the commencement or continuation of a proceeding before the
United States Tax Court concerning the debtor.

(b) Thefiling of a petition under section 301, 302, or 303 of
thistitle, or of an application under section 5(a)(3) of the
Securities Investor Protection Act of 1970, does not operate as a
stay -

(1) under subsection (&) of this section, of the commencement
or continuation of acriminal action or proceeding against the
debtor;

(2) under subsection (@) of this section -

(A) of the commencement or continuation of an action or
proceeding for -
(i) the establishment of paternity; or
(i) the establishment or modification of an order for
aimony, maintenance, or support; or
(B) of the collection of alimony, maintenance, or support
from property that is not property of the estate;

(3) under subsection (@) of this section, of any act to
perfect, or to maintain or continue the perfection of, an
interest in property to the extent that the trustee's rights and
powers are subject to such perfection under section 546(b) of
thistitle or to the extent that such act is accomplished within
the period provided under section 547(€)(2)(A) of thistitle;

(4) under paragraph (1), (2), (3), or (6) of subsection (@) of
this section, of the commencement or continuation of an action or
proceeding by a governmental unit or any organization exercising
authority under the Convention on the Prohibition of the

Development, Production, Stockpiling and Use of Chemical Weapons

and on Their Destruction, opened for signature on January 13,
1993, to enforce such governmental unit's or organization's
police and regulatory power, including the enforcement of a
judgment other than a money judgment, obtained in an action or
proceeding by the governmental unit to enforce such governmental
unit's or organization's police or regulatory power;

((5) Repealed. Pub. L. 105-277, div. 1, title VI, Sec. 603(1),

13
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Oct. 21, 1998, 112 Stat. 2681-866;)

(6) under subsection (&) of this section, of the setoff by a
commodity broker, forward contract merchant, stockbroker,
financial institutions, or securities clearing agency of any
mutual debt and claim under or in connection with commodity
contracts, as defined in section 761 of thistitle, forward
contracts, or securities contracts, as defined in section 741 of
thistitle, that constitutes the setoff of a claim against the
debtor for amargin payment, as defined in section 101, 741, or
761 of thistitle, or settlement payment, as defined in section
101 or 741 of thistitle, arising out of commodity contracts,
forward contracts, or securities contracts against cash,
securities, or other property held by or due from such commodity
broker, forward contract merchant, stockbroker, financial
ingtitutions, or securities clearing agency to margin, guarantee,
secure, or settle commodity contracts, forward contracts, or
securities contracts;

(7) under subsection (@) of this section, of the setoff by a
repo participant, of any mutual debt and claim under or in
connection with repurchase agreements that constitutes the setoff
of aclaim against the debtor for amargin payment, as defined in
section 741 or 761 of thistitle, or settlement payment, as
defined in section 741 of thistitle, arising out of repurchase
agreements against cash, securities, or other property held by or
due from such repo participant to margin, guarantee, secure or
settle repurchase agreements;

(8) under subsection (a) of this section, of the commencement
of any action by the Secretary of Housing and Urban Development
to foreclose amortgage or deed of trust in any case in which the
mortgage or deed of trust held by the Secretary isinsured or was
formerly insured under the National Housing Act and covers
property, or combinations of property, consisting of five or more
living units;

(9) under subsection (@), of -

(A) an audit by a governmental unit to determine tax

liability;

(B) the issuance to the debtor by a governmental unit of a
notice of tax deficiency;

(C) ademand for tax returns; or

(D) the making of an assessment for any tax and issuance of a
notice and demand for payment of such an assessment (but any
tax lien that would otherwise attach to property of the estate
by reason of such an assessment shall not take effect unless
such tax is a debt of the debtor that will not be discharged in

[Dec7
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the case and such property or its proceeds are transferred out

of the estate to, or otherwise revested in, the debtor).

(10) under subsection (@) of this section, of any act by a
lessor to the debtor under alease of nonresidential real
property that has terminated by the expiration of the stated term
of the lease before the commencement of or during a case under
thistitle to obtain possession of such property;

(11) under subsection (@) of this section, of the presentment
of anegotiable instrument and the giving of notice of and
protesting dishonor of such an instrument;

(12) under subsection (a) of this section, after the date which
is 90 days after the filing of such petition, of the commencement
or continuation, and conclusion to the entry of final judgment,
of an action which involves a debtor subject to reorganization
pursuant to chapter 11 of thistitle and which was brought by the
Secretary of Transportation under section 31325 of title 46
(including distribution of any proceeds of sale) to foreclose a
preferred ship or fleet mortgage, or a security interest in or
relating to avessel or vessel under construction, held by the
Secretary of Transportation under section 207 or title X1 of the
Merchant Marine Act, 1936, or under applicable State law;

(13) under subsection (a) of this section, after the date which
is 90 days after the filing of such petition, of the commencement
or continuation, and conclusion to the entry of final judgment,
of an action which involves a debtor subject to reorganization
pursuant to chapter 11 of thistitle and which was brought by the
Secretary of Commerce under section 31325 of title 46 (including
distribution of any proceeds of sal€) to foreclose a preferred
ship or fleet mortgage in avessel or amortgage, deed of trust,
or other security interest in afishing facility held by the
Secretary of Commerce under section 207 or title X1 of the
Merchant Marine Act, 1936;

(14) under subsection (&) of this section, of any action by an
accrediting agency regarding the accreditation status of the
debtor as an educational institution;

(15) under subsection (a) of this section, of any action by a
State licensing body regarding the licensure of the debtor as an
educational institution;

(16) under subsection (@) of this section, of any action by a
guaranty agency, as defined in section 435(j) of the Higher
Education Act of 1965 or the Secretary of Education regarding the
eligibility of the debtor to participate in programs authorized
under such Act;

(17) under subsection (@) of this section, of the setoff by a

15
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swap participant, of any mutual debt and claim under or in

connection with any swap agreement that constitutes the setoff of

aclaim against the debtor for any payment due from the debtor
under or in connection with any swap agreement against any
payment due to the debtor from the swap participant under or in
connection with any swap agreement or against cash, securities,
or other property of the debtor held by or due from such swap
participant to guarantee, secure or settle any swap agreement; or

(18) under subsection (a) of the creation or perfection of a
statutory lien for an ad valorem property tax imposed by the
District of Columbia, or a palitical subdivision of a State, if
such tax comes due after the filing of the petition.

The provisions of paragraphs (12) and (13) of this subsection shall
apply with respect to any such petition filed on or before December
31, 1989.

(c) Except as provided in subsections (d), (€), and (f) of this
section -

(1) the stay of an act against property of the estate under
subsection (&) of this section continues until such property is
no longer property of the estate; and

(2) the stay of any other act under subsection (a) of this
section continues until the earliest of -

(A) thetime the caseis closed;

(B) the time the case is dismissed; or

(C) if the case is a case under chapter 7 of thistitle
concerning an individual or a case under chapter 9, 11, 12, or

13 of thistitle, the time adischarge is granted or denied.

(d) On request of a party in interest and after notice and a
hearing, the court shall grant relief from the stay provided under
subsection (a) of this section, such as by terminating, annulling,
modifying, or conditioning such stay -

(1) for cause, including the lack of adequate protection of an
interest in property of such party in interest;

(2) with respect to a stay of an act against property under
subsection (@) of this section, if -

(A) the debtor does not have an equity in such property; and
(B) such property is not necessary to an effective
reorganization; or

(3) with respect to astay of an act against single asset red
estate under subsection (a), by a creditor whose claim is secured
by aninterest in such real estate, unless, not later than the
date that is 90 days after the entry of the order for relief (or
such |ater date as the court may determine for cause by order
entered within that 90-day period) -
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(A) the debtor hasfiled a plan of reorganization that has a
reasonable possibility of being confirmed within a reasonable
time; or

(B) the debtor has commenced monthly payments to each
creditor whose claim is secured by such real estate (other than
aclaim secured by ajudgment lien or by an unmatured statutory
lien), which payments are in an amount equal to interest at a
current fair market rate on the value of the creditor's
interest in the real estate.

(e) Thirty days after arequest under subsection (d) of this
section for relief from the stay of any act against property of the
estate under subsection (a) of this section, such stay is
terminated with respect to the party in interest making such
request, unless the court, after notice and a hearing, orders such
stay continued in effect pending the conclusion of, or as a result
of, afinal hearing and determination under subsection (d) of this
section. A hearing under this subsection may be a preliminary
hearing, or may be consolidated with the final hearing under
subsection (d) of this section. The court shall order such stay
continued in effect pending the conclusion of the final hearing
under subsection (d) of this section if there is areasonable
likelihood that the party opposing relief from such stay will
prevail at the conclusion of such final hearing. If the hearing
under this subsection is a preliminary hearing, then such final
hearing shall be concluded not later than thirty days after the
conclusion of such preliminary hearing, unless the 30-day period is
extended with the consent of the partiesin interest or for a
specific time which the court finds is required by compelling
circumstances.

(f) Upon request of aparty in interest, the court, with or
without a hearing, shall grant such relief from the stay provided
under subsection (a) of this section asis necessary to prevent
irreparable damage to the interest of an entity in property, if
such interest will suffer such damage before thereisan
opportunity for notice and a hearing under subsection (d) or (€) of
this section.

(9) In any hearing under subsection (d) or (e) of this section
concerning relief from the stay of any act under subsection (a) of
this section -

(1) the party requesting such relief has the burden of proof on
the issue of the debtor's equity in property; and

(2) the party opposing such relief has the burden of proof on
all other issues.

(h) Anindividual injured by any willful violation of a stay

17
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provided by this section shall recover actual damages, including
costs and attorneys fees, and, in appropriate circumstances, may
recover punitive damages.

Sec. 544, Trustee aslien creditor and as successor to certain
creditorsand purchasers

(8) The trustee shall have, as of the commencement of the case,
and without regard to any knowledge of the trustee or of any
creditor, the rights and powers of, or may avoid any transfer of
property of the debtor or any obligation incurred by the debtor
that is voidable by -

(1) acreditor that extends credit to the debtor at the time of

the commencement of the case, and that obtains, at such time and

with respect to such credit, ajudicial lien on all property on

which acreditor on asimple contract could have obtained such a

judicial lien, whether or not such a creditor exists;

(2) acreditor that extends credit to the debtor at the time of

the commencement of the case, and obtains, at such time and with

respect to such credit, an execution against the debtor that is

returned unsatisfied at such time, whether or not such a creditor
exists; or
(3) abonafide purchaser of real property, other than

fixtures, from the debtor, against whom applicable law permits

such transfer to be perfected, that obtains the status of a bona

fide purchaser and has perfected such transfer at the time of the

commencement of the case, whether or not such a purchaser exists.

(b)(1) Except as provided in paragraph (2), the trustee may avoid
any transfer of an interest of the debtor in property or any
obligation incurred by the debtor that is voidable under applicable
law by a creditor holding an unsecured claim that is allowable
under section 502 of thistitle or that is not allowable only under
section 502(e) of thistitle.

(2) Paragraph (1) shall not apply to atransfer of acharitable
contribution (as that term is defined in section 548(d)(3)) that is
not covered under section 548(a)(1)(B), by reason of section
548(a)(2). Any claim by any person to recover atransferred
contribution described in the preceding sentence under Federal or
State law in a Federal or State court shall be preempted by the
commencement of the case.

Sec. 546. Limitations on avoiding powers

(a) An action or proceeding under section 544, 545, 547, 548, or

[Dec7
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553 of thistitle may not be commenced after the earlier of -

(2) the later of -

(A) 2 years after the entry of the order for relief; or

(B) 1 year after the appointment or election of the first
trustee under section 702, 1104, 1163, 1202, or 1302 of this
title if such appointment or such election occurs before the
expiration of the period specified in subparagraph (A); or

(2) thetime the caseis closed or dismissed.

(b)(1) The rights and powers of atrustee under sections 544,
545, and 549 of thistitle are subject to any generally applicable
law that -

(A) permits perfection of an interest in property to be
effective against an entity that acquires rights in such property
before the date of perfection; or

(B) provides for the maintenance or continuation of perfection
of an interest in property to be effective against an entity that
acquires rights in such property before the date on which action
istaken to effect such maintenance or continuation.

2 If -

(A) alaw described in paragraph (1) requires seizure of such
property or commencement of an action to accomplish such
perfection, or maintenance or continuation of perfection of an
interest in property; and

(B) such property has not been seized or such an action has not
been commenced before the date of the filing of the petition;

such interest in such property shall be perfected, or perfection of
such interest shall be maintained or continued, by giving notice
within the time fixed by such law for such seizure or such
commencement.

(c) Except as provided in subsection (d) of this section, the
rights and powers of atrustee under sections 544(a), 545, 547, and
549 of thistitle are subject to any statutory or common-law right
of aseller of goods that has sold goods to the debtor, in the
ordinary course of such seller's business, to reclaim such goods if
the debtor has received such goods while insolvent, but -

(2) such aseller may not reclaim any such goods unless such
seller demands in writing reclamation of such goods -

(A) before 10 days after receipt of such goods by the debtor;
or

(B) if such 10-day period expires after the commencement of
the case, before 20 days after receipt of such goods by the
debtor; and

(2) the court may deny reclamation to a seller with such a
right of reclamation that has made such ademand only if the
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court -

(A) grants the claim of such aseller priority asaclaim of
akind specified in section 503(b) of thistitle; or
(B) secures such claim by alien.

(d) In the case of aseller who isa producer of grain sold to a
grain storage facility, owned or operated by the debtor, in the
ordinary course of such seller's business (as such terms are
defined in section 557 of thistitle) or in the case of a United
States fisherman who has caught fish sold to a fish processing
facility owned or operated by the debtor in the ordinary course of
such fisherman's business, the rights and powers of the trustee
under sections 544(a), 545, 547, and 549 of thistitle are subject
to any statutory or common law right of such producer or fisherman
to reclaim such grain or fish if the debtor has received such grain
or fish while insolvent, but -

(2) such producer or fisherman may not reclaim any grain or
fish unless such producer or fisherman demands, in writing,
reclamation of such grain or fish before ten days after receipt
thereof by the debtor; and

(2) the court may deny reclamation to such a producer or
fisherman with aright of reclamation that has made such a demand
only if the court secures such claim by alien.

(e) Notwithstanding sections 544, 545, 547, 548(a)(1)(B), and
548(b) of thistitle, the trustee may not avoid a transfer that is
amargin payment, as defined in section 101, 741, or 761 of this
title, or settlement payment, as defined in section 101 or 741 of
thistitle, made by or to a commodity broker, forward contract
merchant, stockbroker, financial institution, or securities
clearing agency, that is made before the commencement of the case,
except under section 548(a)(1)(A) of thistitle.

(f) Notwithstanding sections 544, 545, 547, 548(a)(1)(B), and
548(b) of thistitle, the trustee may not avoid atransfer that is
amargin payment, as defined in section 741 or 761 of thistitle,
or settlement payment, as defined in section 741 of thistitle,
made by or to arepo participant, in connection with a repurchase
agreement and that is made before the commencement of the case,
except under section 548(a)(1)(A) of thistitle.

(9) Notwithstanding sections 544, 545, 547, 548(a)(1)(B) and
548(b) of thistitle, the trustee may not avoid atransfer under a
swap agreement, made by or to a swap participant, in connection
with a swap agreement and that is made before the commencement of
the case, except under section 548(a)(1)(A) of thistitle.

(9) (FOOTNOTE 1) Notwithstanding the rights and powers of a
trustee under sections 544(a), 545, 547, 549, and 553, if the court
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determines on amation by the trustee made not later than 120 days

after the date of the order for relief in a case under chapter 11

of thistitle and after notice and a hearing, that areturnisin

the best interests of the estate, the debtor, with the consent of a

creditor, may return goods shipped to the debtor by the creditor

before the commencement of the case, and the creditor may offset

the purchase price of such goods against any claim of the creditor

against the debtor that arose before the commencement of the case.
(FOOTNOTE 1) Soinoriginal. Probably should be "(h)".

Sec. 547. Preferences

(a) In this section -

(1) "inventory" means personal property leased or furnished,
held for sale or lease, or to be furnished under a contract for
service, raw materials, work in process, or materials used or
consumed in a business, including farm products such as crops or
livestock, held for sale or lease;

(2) "new value" means money or money's worth in goods,
services, or new credit, or release by atransferee of property
previously transferred to such transferee in a transaction that
is neither void nor voidable by the debtor or the trustee under
any applicable law, including proceeds of such property, but does
not include an obligation substituted for an existing obligation;

(3) "receivable” means right to payment, whether or not such
right has been earned by performance; and

(4) adebt for atax isincurred on the day when such tax is
last payable without penalty, including any extension.

(b) Except as provided in subsection (c) of this section, the
trustee may avoid any transfer of an interest of the debtor in
property -

(1) to or for the benefit of a creditor;

(2) for or on account of an antecedent debt owed by the debtor
before such transfer was made;

(3) made while the debtor was insolvent;

(4) made -

(A) on or within 90 days before the date of the filing of the
petition; or

(B) between ninety days and one year before the date of the
filing of the petition, if such creditor at the time of such
transfer was an insider; and

(5) that enables such creditor to receive more than such
creditor would receive if -

(A) the case were a case under chapter 7 of thistitle;
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(B) the transfer had not been made; and

(C) such creditor received payment of such debt to the extent
provided by the provisions of thistitle.

(c) The trustee may not avoid under this section atransfer -

(1) to the extent that such transfer was -

(A) intended by the debtor and the creditor to or for whose
benefit such transfer was made to be a contemporaneous exchange
for new value given to the debtor; and

(B) infact a substantially contemporaneous exchange;

(2) to the extent that such transfer was -

(A) in payment of adebt incurred by the debtor in the
ordinary course of business or financial affairs of the debtor
and the transferee;

(B) madein the ordinary course of business or financia
affairs of the debtor and the transferee; and

(C) made according to ordinary business terms;

(3) that creates a security interest in property acquired by
the debtor -

(A) to the extent such security interest secures new value
that was -

(i) given at or after the signing of a security agreement
that contains a description of such property as collateral;

(ii) given by or on behalf of the secured party under such
agreement;

(i) given to enable the debtor to acquire such property;
and

(iv) in fact used by the debtor to acquire such property;
and

(B) that is perfected on or before 20 days after the debtor
receives possession of such property;

(4) to or for the benefit of a creditor, to the extent that,
after such transfer, such creditor gave new valueto or for the
benefit of the debtor -

(A) not secured by an otherwise unavoidable security
interest; and

(B) on account of which new value the debtor did not make an
otherwise unavoidable transfer to or for the benefit of such
creditor;

(5) that creates a perfected security interest in inventory or
areceivable or the proceeds of either, except to the extent that
the aggregate of all such transfers to the transferee caused a
reduction, as of the date of the filing of the petition and to
the prejudice of other creditors holding unsecured claims, of any
amount by which the debt secured by such security interest
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exceeded the value of all security interests for such debt on the

later of -

(A)(i) with respect to atransfer to which subsection
(b)(4)(A) of this section applies, 90 days before the date of
the filing of the petition; or

(it) with respect to atransfer to which subsection (b)(4)(B)
of this section applies, one year before the date of the filing
of the petition; or

(B) the date on which new value was first given under the
security agreement creating such security interest;

(6) that is the fixing of a statutory lien that is not
avoidable under section 545 of thistitle;

(7) to the extent such transfer was a bona fide payment of a
debt to a spouse, former spouse, or child of the debtor, for
alimony to, maintenance for, or support of such spouse or child,
in connection with a separation agreement, divorce decree or
other order of a court of record, determination made in
accordance with State or territorial law by a governmental unit,
or property settlement agreement, but not to the extent that such
debt -

(A) is assigned to another entity, voluntarily, by operation
of law, or otherwise; or

(B) includes aliability designated as alimony, maintenance,
or support, unless such liability is actually in the nature of
alimony, maintenance or support; or
(8) if, in acasefiled by anindividual debtor whose debts are

primarily consumer debts, the aggregate value of al property

that constitutes or is affected by such transfer is less than
$600.

(d) The trustee may avoid atransfer of an interest in property
of the debtor transferred to or for the benefit of a surety to
secure reimbursement of such a surety that furnished a bond or
other obligation to dissolve ajudicia lien that would have been
avoidable by the trustee under subsection (b) of this section. The
liability of such surety under such bond or obligation shall be
discharged to the extent of the value of such property recovered by
the trustee or the amount paid to the trustee.

(e)(2) For the purposes of this section -

(A) atransfer of real property other than fixtures, but
including the interest of a seller or purchaser under a contract
for the sale of real property, is perfected when abonafide
purchaser of such property from the debtor against whom
applicable law permits such transfer to be perfected cannot
acquire an interest that is superior to the interest of the
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transferee; and
(B) atransfer of afixture or property other than real

property is perfected when a creditor on a simple contract cannot

acquire ajudicial lien that is superior to the interest of the

transferee.

(2) For the purposes of this section, except as provided in
paragraph (3) of this subsection, atransfer is made -

(A) at the time such transfer takes effect between the
transferor and the transferee, if such transfer is perfected at,

or within 10 days after, such time, except as provided in

subsection (¢)(3)(B);

(B) at the time such transfer is perfected, if such transfer is
perfected after such 10 days; or
(C) immediately before the date of the filing of the petition,
if such transfer is not perfected at the later of -
(i) the commencement of the case; or
(ii) 10 days after such transfer takes effect between the
transferor and the transferee.

(3) For the purposes of this section, atransfer is not made
until the debtor has acquired rights in the property transferred.

(f) For the purposes of this section, the debtor is presumed to
have been insolvent on and during the 90 days immediately preceding
the date of the filing of the petition.

(g) For the purposes of this section, the trustee has the burden
of proving the avoidability of atransfer under subsection (b) of
this section, and the creditor or party in interest against whom
recovery or avoidance is sought has the burden of proving the
nonavoidability of atransfer under subsection (c) of this section.

Sec. 548. Fraudulent transfers and obligations

(8)(1) The trustee may avoid any transfer of an interest of the
debtor in property, or any obligation incurred by the debtor, that
was made or incurred on or within one year before the date of the
filing of the petition, if the debtor voluntarily or involuntarily

(A) made such transfer or incurred such obligation with actual
intent to hinder, delay, or defraud any entity to which the
debtor was or became, on or after the date that such transfer was
made or such obligation was incurred, indebted; or

(B)(i) received less than areasonably equivalent valuein
exchange for such transfer or obligation; and

(ii)(I) was insolvent on the date that such transfer was made
or such obligation was incurred, or became insolvent as a result
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of such transfer or obligation;

(I1) was engaged in business or a transaction, or was about to
engage in business or atransaction, for which any property
remaining with the debtor was an unreasonably small capital; or

(1) intended to incur, or believed that the debtor would
incur, debts that would be beyond the debtor's ability to pay as
such debts matured.

(2) A transfer of acharitable contribution to a qualified
religious or charitable entity or organization shall not be
considered to be atransfer covered under paragraph (1)(B) in any
caseinwhich -

(A) the amount of that contribution does not exceed 15 percent
of the gross annual income of the debtor for the year in which
the transfer of the contribution is made; or

(B) the contribution made by a debtor exceeded the percentage
amount of gross annual income specified in subparagraph (A), if
the transfer was consistent with the practices of the debtor in
making charitable contributions.

(b) The trustee of a partnership debtor may avoid any transfer of
an interest of the debtor in property, or any obligation incurred
by the debtor, that was made or incurred on or within one year
before the date of the filing of the petition, to a general partner
in the debtor, if the debtor was insolvent on the date such
transfer was made or such obligation was incurred, or became
insolvent as aresult of such transfer or obligation.

(c) Except to the extent that atransfer or obligation voidable
under this section is voidable under section 544, 545, or 547 of
thistitle, atransferee or obligee of such atransfer or
obligation that takes for value and in good faith has alien on or
may retain any interest transferred or may enforce any obligation
incurred, as the case may be, to the extent that such transferee or
obligee gave value to the debtor in exchange for such transfer or
obligation.

(d)(1) For the purposes of this section, atransfer is made when
such transfer is so perfected that a bona fide purchaser from the
debtor against whom applicable law permits such transfer to be
perfected cannot acquire an interest in the property transferred
that is superior to the interest in such property of the
transferee, but if such transfer is not so perfected before the
commencement of the case, such transfer is made immediately before
the date of the filing of the petition.

(2) In this section -

(A) "value" means property, or satisfaction or securing of a
present or antecedent debt of the debtor, but does not include an
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unperformed promise to furnish support to the debtor or to a

relative of the debtor;

(B) acommodity broker, forward contract merchant, stockbroker,
financial institution, or securities clearing agency that
receives a margin payment, as defined in section 101, 741, or 761
of thistitle, or settlement payment, as defined in section 101
or 741 of thistitle, takes for value to the extent of such
payment;

(C) arepo participant that receives a margin payment, as
defined in section 741 or 761 of thistitle, or settlement
payment, as defined in section 741 of thistitle, in connection
with a repurchase agreement, takes for value to the extent of
such payment; and

(D) aswap participant that receives a transfer in connection
with a swap agreement takes for value to the extent of such
transfer.

(3) In this section, the term "charitable contribution” means a
charitable contribution, as that term is defined in section 170(c)
of the Internal Revenue Code of 1986, if that contribution -

(A) ismade by a natural person; and

(B) consists of -

(i) afinancia instrument (as that term is defined in
section 731(c)(2)(C) of the Internal Revenue Code of 1986); or
(ii) cash.

(4) In this section, the term "qudlified religious or charitable
entity or organization" means -

(A) an entity described in section 170(c)(1) of the Interna
Revenue Code of 1986; or

(B) an entity or organization described in section 170(c)(2) of
the Internal Revenue Code of 1986.

Sec. 549. Postpetition transactions

(a) Except as provided in subsection (b) or (c) of this section,
the trustee may avoid atransfer of property of the estate -

(1) that occurs after the commencement of the case; and

(2)(A) that is authorized only under section 303(f) or 542(c)
of thistitle; or

(B) that is not authorized under thistitle or by the court.

(b) In an involuntary case, the trustee may not avoid under
subsection (@) of this section atransfer made after the
commencement of such case but before the order for relief to the
extent any value, including services, but not including
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satisfaction or securing of adebt that arose before the
commencement of the case, is given after the commencement of the
case in exchange for such transfer, notwithstanding any notice or
knowledge of the case that the transferee has.

(c) The trustee may not avoid under subsection (a) of this
section atransfer of real property to a good faith purchaser
without knowledge of the commencement of the case and for present
fair equivalent value unless a copy or notice of the petition was
filed, where atransfer of such real property may be recorded to
perfect such transfer, before such transfer is so perfected that a
bona fide purchaser of such property, against whom applicable law
permits such transfer to be perfected, could not acquire an
interest that is superior tothe interest of such good faith
purchaser. A good faith purchaser without knowledge of the
commencement of the case and for less than present fair equivalent
value has alien on the property transferred to the extent of any
present value given, unless a copy or notice of the petition was so
filed before such transfer was so perfected.

(d) An action or proceeding under this section may not be
commenced after the earlier of -

(1) two years after the date of the transfer sought to be
avoided; or
(2) the time the case is closed or dismissed.

Sec. 550. Liability of transfer ee of avoided transfer

(8) Except as otherwise provided in this section, to the extent
that atransfer is avoided under section 544, 545, 547, 548, 549,
553(b), or 724(a) of thistitle, the trustee may recover, for the
benefit of the estate, the property transferred, or, if the court
so orders, the value of such property, from -

(1) theinitial transferee of such transfer or the entity for
whose benefit such transfer was made; or

(2) any immediate or mediate transferee of such initial
transferee.

(b) The trustee may not recover under section (a)(2) of this
section from -

(1) atransferee that takes for value, including satisfaction
or securing of a present or antecedent debt, in good faith, and
without knowledge of the voidability of the transfer avoided; or
(2) any immediate or mediate good faith transferee of such
transferee.

(o) If atransfer made between 90 days and one year before the

filing of the petition -
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(1) isavoided under section 547(b) of thistitle; and

(2) was made for the benefit of a creditor that at the time of
such transfer was an insider;

the trustee may not recover under subsection (a) from atransferee
that isnot an insider.

(d) Thetrusteeis entitled to only a single satisfaction under
subsection (a) of this section.

(e)(1) A good faith transferee from whom the trustee may recover
under subsection (@) of this section has alien on the property
recovered to secure the lesser of -

(A) the cost, to such transferee, of any improvement made after
the transfer, less the amount of any profit realized by or
accruing to such transferee from such property; and

(B) any increase in the value of such property as aresult of
such improvement, of the property transferred.

(2) In this subsection, "improvement" includes -

(A) physical additions or changes to the property transferred;

(B) repairs to such property;

(C) payment of any tax on such property;

(D) payment of any debt secured by alien on such property that
is superior or equal to therights of the trustee; and

(E) preservation of such property.

(f) An action or proceeding under this section may not be
commenced after the earlier of -

(1) one year after the avoidance of the transfer on account of
which recovery under this section is sought; or

(2) thetime the case is closed or dismissed.

Sec. 551. Automatic preservation of avoided transfer

Any transfer avoided under section 522, 544, 545, 547, 548, 549,
or 724(a) of thistitle, or any lien void under section 506(d) of
thistitle, is preserved for the benefit of the estate but only
with respect to property of the estate.

Sec. 552. Postpetition effect of security interest

(a) Except as provided in subsection (b) of this section,
property acquired by the estate or by the debtor after the
commencement of the case is not subject to any lien resulting from
any security agreement entered into by the debtor before the
commencement of the case.

(b)(1) Except as provided in sections 363, 506(c), 522, 544, 545,
547, and 548 of thistitle, if the debtor and an entity entered
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into a security agreement before the commencement of the case and
if the security interest created by such security agreement extends
to property of the debtor acquired before the commencement of the
case and to proceeds, product, offspring, or profits of such
property, then such security interest extends to such proceeds,
product, offspring, or profits acquired by the estate after the
commencement of the case to the extent provided by such security
agreement and by applicable nonbankruptcy law, except to any extent
that the court, after notice and a hearing and based on the
equities of the case, orders otherwise.

(2) Except as provided in sections 363, 506(c), 522, 544, 545,
547, and 548 of thistitle, and notwithstanding section 546(b) of
thistitle, if the debtor and an entity entered into a security
agreement before the commencement of the case and if the security
interest created by such security agreement extends to property of
the debtor acquired before the commencement of the case and to
amounts paid as rents of such property or the fees, charges,
accounts, or other payments for the use or occupancy of rooms and
other public facilitiesin hotels, motels, or other lodging
properties, then such security interest extends to such rents and
such fees, charges, accounts, or other payments acquired by the
estate after the commencement of the case to the extent provided in
such security agreement, except to any extent that the court, after
notice and a hearing and based on the equities of the case, orders
otherwise.

December 2003, Coral Gables, Florida



