
121t: 1- 2.0/
 
of· 

LEGISLATIVE HISTOR Y CHECKLIST 
Compiled by the NJ State Law Library 

NJSA: 12A:1-201 et al	 (u niform 
Com mercial 
Code--a mend 
article 8) 

LAWS OF: 1989 CHAP TER: 348 

Bill No: 53484 

Sponsor(s): Ambrosio 

Date Introduced: April 27, 1989 

Committee: Assembly: Economic Growth, Agriculture & Tourism 

Senate: Labor, Industry & Professions 

Amended during passage: No Senate Com mittee Substitute 
enacted. Not Attached 

Date of Passage: Asse mb1y: January 4, 1990 

Senate: June 26, 1989 

Date of Approval: January 16, 1990 

Following statements are attached if available: 

Sponsor statement: Yes 

Com mittee Statement: Assembly: Yes 

Senate: Yes 

Fiscal Note: No
 

Veto Message: No \..
 .... 
Message on signing: No 

Following were printed: 

Reports: No 

Hearings: No 

KBG/SLJ 



§9 ­
N.J.S.12A:8-108 
139 ­
N.J.S.12A:8-321 
146 ­
N. J.S.12A:8-407 
147 ­
N.J.S.12A:8-408 

P.L.UJ89. CHAPTER 348. appl'Oued January 16, 1990
 

Senate Committee !uh8titute for
 

1989 Senate No. 3484 and 1988 Assembly No. 982
 

, AN ACT, concerning the Unifonn Commercial Code. revlSlDg 

2 parts of the statutory law pertaininl thereto and adding certain 

3 sections to Title 12A of the New Je.., Statutes. 

4 

5 BE IT ENACTED by tile Senate and Genera. Aaemb'JI 0/ tile 

6 State 0/ New Jer.ey: l 

1 1. N.J.S.12A:t-20t is amended to read IS fonows: 

8 12A~I-201. Genem Definitions. 

9 Subject to additional defillitions contained in the subsequent 

10 chapters of this act which are applicable to specific chapters or 

11 subchapters thereof, IDCI unlas the context otherwise requires. in 

12 this act: 

13 (1) "AcUon" in the __ of a judicial proceeding includes 

14 recoupment. counterclaim. .t-off. IUlt in equity and any other 

15 proceedinp in which riahta are detennlned. 

18 (2) "A81iJrieved party" me_ a party entitled to resort to a 

17 remedy. 

18 (3) "Ap'eement" means the buaain of the parties in fact IS 

19 found in their language or by implication from other 

20 circumstlDCes inclucUna COU1'8e of dealina or usage of trade or 

21 course of perfonnance IS provided in this act (12A:1-205 and 
22 2-208). Whether an qreement has legal consequences is 

23 detennined by the provisioos in this act. if applicable; otherwise 

24 by the law of contracts (12A:I-I03). (Compare "Contract.")
'. 
,".. 25 (4) "Banker" means any penon engaged in the business of 

26 banJeina·
 
27 (&) "Bearer'~ means the penon in possession of an instrument,
 ,
28 document of title, or certificated security payable to bearer or 

29 indoned in !blank. 

30 (8) "Bill of lading" means a document evidencing the receipt 

31 of aoods for shipment tt*ued by a penon enaBled in the business 

32 of transpDr fins or forwarclina peII, and includes an airbill. 

EXPLAMTION-Matter enclo.ed I" Ilolel-faced .....cIl.t. [thul) In the 
above ..111 II not enactect a,,11 II l"teIlIIH t. Ilo _ttte' I" the la•• 

r,,: Matter u~erHnect 1Iu&l I.....tUr. 

f' 

L 



5C8 for 53484 

2 

1 "Airbill" Ill,ana a document serving for air transporation as a 
2 bill of ladina does tor marine or rail transportation, and includes 
3 an air consipment note or air waybill. 
4 (7) "Branqb" includes a separately incorporated foreign branch 

5 of a bank. 

6 (8)"Burden of establishing" a fact means the burden of 

7 persuading the triers of fact that the existence of the fact is 

8 more probable than its nonexistence. 
9 (9) "Buyet in ordinary course of business" means a person who 

10 in good faith and without knowledge that the sale to him is in 

11 violation of the ownership rights or security interest of a third 

12 party in the goods buys in ordinary course from a person in the 

13 business of selling goods of that kind but does not include a 
14 pawnbroker. All pel'lODS who sell minerals or the like (including 

15 oil and IU) at weUhead or minehead shall be deemed to be 
18 pelSOlII in the busineu of sellinB pels of that kind. "Buying" 

17 may be for Cash or by exchanae of other property or on secured 
18 or unsecured credit 8Dd includes receiving goods or documents of 
19 title under , pre-existiDg contract for sale but does not include a 

20 transfer in ~ bulk or u security for or in total or partial 

21 satisfaction of a mone, debt. 

22 (10) "Conspicuous": A tenn or cause is CODIpicuoUl when it is 

23 10 written that a rellOD8b1e penon qainst wbom it is to operate 

24 ousht to have noticed it. A priDtedheadiDa in capitals (as: 

26 NON-NEGOTIABLE BILL OF LADING) is CQDIPiCUOUl. Languale 

26 in the body of a fonn is "CODBPiCUOUl" if it is in larger or other 
27 contrasting type or color. But in a telearam any stated tenn is 

28 "conspicuous." Whether a tenn or clause is "coospicuous" or not 
29 is for decision by the court. 

30 (11) "Contract" means the totallqal obliaation which results 
3t from the parties I qreement as affected by this act and any 

32 other applic:able rules of law. (Compare"Ape8ment. ") 

33 (12) "Cr8dttor" includes a general creditor. a sec:ured creditor. 

34 a lien creditor and any representative of cndtOI'l, includina an 
35 assignee fOIl the benefit of crediton. a tnllt.. in bankruptcy, a 
38 receiver in' equity and an executor or adminiItntor of ... 
37 insolvent debtor 's or assipor I s estate. 

38 (13) "Defendant" includes a person in· the poIition of defendant 

39 in a cross-action or cO\Dlterclaim. 
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1 (14) "Qelivery" with respect to instruments, documents of 

2 title. chat1tel paper1 or certificated securities means voluntary 

3 transfer-of possession. 

4 (15) "ntcwnent of title" includes bill of lading. dock warrant. 
5 dock receipt. warehouse receipt!, or order for the delivery of 

6 goods. and, also any other document which in the regular course of 

7 business or financing is treated as adequately evidencing that the 

8 person in possession of it is entitled to receive. hold and dispose 

9 of the doc~ent and the goods it covers. To be a document of 

to title a docmnent must purport to be issued by or addressed to a 

11 bailee and purport to cover goods in the bailee' s possession which 

12 are either identified or are fUDBible portions of an identified mass. 

13 (16) tt Fault" means, wrongful act, omillliOD or breach. 
14 

15 

(11) "Fungible" with respect to aoods or securities means 

loods or securities of which &D' unit Ia. by nature or US8I8 of 
16 trade, the equivalent of any other like unit. Goods which are not 

17 fungible shan be deemed funaible for the·JIUIPOI8I of this act to 

18 the extent that \BIder a particular qreement or document unlike 

19 units are treated as equivalents. 

20 
21 

(18) 

(19) 

"Cenuine" means free of foral.., or counterfeitiq. 
"Gc)od faith" means honesty iD '.ct in the conduct or 

22 tflD88Ction cODcemld. 
23 (20) "Holder" means a penon who is in possession of a 
24 document of title or 8ft inltnan..t or [an) a certificated 
2& Investment'security drawn. iIIued& or iIIdoned to him or to his 

26 order or to bearer or in blank. 
27 (21) To "hoDDr" is to payor accept" pay. where a credit 10 
28 eDl8I88 to parchue or cIiscount a draft complying witb the tenns 
29 of the credit. 
30 (22) "lDsolvency proceedinp" includes an, alSipment for the 
31 benelit of creditors or other proceedinp intended to Uquidate or 
32 rehabilitate the estate of the person involved. 

I 

33 (23) A p8I8OD is "insolvent" who either bU celled to pay his 

34 debts ill the ordinary course of busln_ or c8llnot pay hiI debts u 
3& they become due or is insolvent within the meaninl 01 the federal 

38 
I!

bankruptcy Ilaw. . 
~ 

37 (24) ··M~D8)'" means a medimn of excb8llle authorized or 
38 adopted by a domestic or foreip IOvemment as a part of its 
39 currency. 
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1 (25) A pe~n has "notice" of a fact when~ 

2 (a) He has actu~ knowledge of it; or 

3 (b) He has received a notice or notification of it; or 

4 (c) From 'an the facts and circwnstances known to him at the 

5 time in question he has reason to know that it exists... 
6 A person "knows" or has "knowledge" of a lact when he has 

1 actual knowledge of it. "Discover" or "leam" or a word or 

8 phrase of similar import refen to knowledge rather than to 

9 reason to know. The time and circumstances under which a 

10 notice or notification may cease to be effective are not 

11 determined by this act. 

12 (26) A person "notifies" or "gives" a notice or notification to 

13 another by taking such steps as ma, be Nesonabl, required to 

14 infonn the other in ordinary coune whether or not such other 

15 actually comes to know of it. A penon "receives" a notice or 

16 notification when,;, 

17 (a) It comes to his attention; or 

18 (b) It is dul, delivered at the place of business tbrouab which 

19 the contract was made or at any other place held out by him as 

20 the place for: receipt of such communications. 

21 (21) Notice, lcDOwledge or a notice or notification received by 

22 an organization is effective for a particular tl'lDl8CtioD flOm the 

23 time which it is brought to the attentiaa· of the individual 

24 conductiq that transaction, and in lIlY event from the time when 
25 it would have been brought to his attentlaa if the ol'lanization 

26 had exercised due diligence. AD orpnlzaUOIl exercJses due 
27 diligence if it maintains reuanable routines for communicating 
28 significent inlonnation to the penon canductiq the transaction 

29 and there is reasonable compUence with the routines. Due 

30 diligence does not require en individual acting for the 

31 organization to communicate iiafonnation unless such 

32 communication is part of Ida regular duties or unless he has 

33 reason to know of the tl'8Dl8ctiOft IDd that the transaction would 

34 be materially affected by the infonnation. 

35 (28) "Orjanization" includes a corporation, govenunent or 

36 govenunent81 subdivision ~r agency, business trust, estate, trust, 

37 partnership or association, two or more persons having a joint or 

38 common interest, or any other legal or commercial entity. 

39 (29) "Party," as distinct from "third part,Y," me8118 a person 
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1 w~o has engared in a transaction or made an agreement within 
2 thIs act. ., 

3 (30) "Person" includes an individual or an organization (see 

4 12A:I-I02).
 

5
 (31) "Presumption" or "presumed" means that the trier of fact 

6 must find the existence of the fact presumed· Wlless and WltH 
, 

7 evidence is introduced which would support a finding of i.ts
 

8 nonexistence. ,
 

9 (32) "Purchase" includes taking by sale, discolDlt, negotiation.
 

10 mortgage, pledge, lien, issue or reissue, gift or any other 

11 voluntary transaction creating an interest in property. 

12 (33) "Purchaser" means a person who takes by purchase. 

13 (34) "Remedy" means any remedial right to which an 

14 aggrieved party is entitled with or without resort to a tribunal. 

15 (35) "Representative" includes an agent. an officer of a 

16 corporation or association, and a trustee. executor or 
17 administrator~ofan estate, or any other person empowered to act 
18 for another. 
19 (36) "Ripts" includes remedies. 

20 (37) "Security interest" means an interest in personal property 

21 or fixtures which secures payment or perfonnance of an 
22 obligation. The retention or reservation of title by a seller of 

23 goods notwithstanding shipment or delivery to the buyer 

24 (12A:2-401) is limited in effect to a reservation of a "security 

25 interest. " The tenn also includes any interest of a buyer of 
28 accoWlts or chattel paper which is subject to chapter 9. The

•
27 special property interest of a buyer of goods on identification of 
28 such goods to a contract for sale aer lZA:2-401 is not a 
29 "security interest," but a buyer may also aCquire a "security 

" 30 interest" by' complying with chapter 9. Unless a lease or 
31 consignment is intended as seeurity, reservation of title 

32 thereunder is not a "security interest" but a consignment is in 

33 any event subject to the p~visions on consignment sales 
34 J12A:2-326)•. Whether a lease is intended as security is to be 
35 determined by the facts of each case; however, (a) the inclusion 
36 of an option to·· purchase does not of itself make the lease one 
37 intended for security, and (b) an agreement that upon compliance 
38 with the tenns of the lease the lessee shall become or has the. 
39 op\ion to become the owner of the pl'Operty for no additional 
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1 cor.sideration or for 8 nominal consideration doee make the Ie.. 
2 one intended for security. 

3 (38) "Send" in connection with any writinl or notice means to 
4 deposit in the mail or deliver for transmission by any other usual 

5 means of comm\Ulication with postale or cost of transmission 

6 provided for and properly addressed and in the case of an 
7 instnunent to an address specified thereon or otherwise alreed, 

8 or if there be none to any address reasonable Wlder the 

9 circumstances. The receipt of any writinl or notice within the 

10 time at which it would have arrived if properly sent has the 

11 effect of a proper sendinB. 
12 (39) "Signed" includes any sYmbol executed or adopted by a 

13 part¥ with present intention to auth~Acate a writina. 

14 (40) "Surety" includes auarantor. 

15 (41) "tel.el1'im" includes a messqe t1'8llSlllitted by radio, 

18 teletype, cable, any mechanical methOd of tl'Ullllillion. or the 

17 like. 
18 (42) "Tem" means that portion of an ape8lneDt which relates 

19 to a particulitr matter. 
20 (43) "Unauthorized" signature or mdon8lnBDt means one made' 

21 without actual, implied or apparent authority and includes a 

22 f01'lery. 

23 (44) "Value." Except u otherwise provided with respect to 

24 neaotiable instruments and bank collections (12A:3-303, 4-208 

25 and 4-209) a 'person gives "value" for rights if he acquires them;, 

28 (.) In retum for a binding commitmBDt to extend credit or for 

27 the extension of immediately available credit whether or not 

28 drawn upon and whether or not a charge-back is provided for in 

29 the event 01 difficulties in collection; or 
30 (b) As security for or in total or partial satisfaction of a 

31 pre-exiatiq claim; or 
32 (c) By accepting delivery pursuant to a pre-existina contract 

33 for purchue; or 

34 (d) Generlally, in rettim for any consideration sufficient to 
35 support a siJrlple contract. .. 

38 (46) "Warehouse receipt" means a receipt issued by a person 
37 enaaaed in the business of storing goods for hire. 
38 (46) "Written" or "writing" includes printina, typewritina. or 

39 any other intentional reduction to tanaible lonn. 
Ii· 
ii 

40 (cf: P.L.I981, c.U8, 5.2) 

I: 
I;, .. 
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1 2. N.,.S.12A:5-114 is amended to read as follows: 

2 12A:5-1U. Issuer I s Duty and Privilege to Honor: Right to 
I 

3 Reimbursement. 

4 (1) An issuer [must] shall honor a draft or demand for payment 

5 which complies with the tenns of the relevant credit regardless 

6 of whether the goods or documents confoml to the underlying 

7 contract fo~ sale or other contract between the customer and the 

8 beneficiary. The issuer is not excused from honor of such a draft 

9 or demand by reason of an additional leneral tenn that all 

10 documents [must) shall be satisfactory to the issuer. but an issuer 

11 may require that specified documents [mUlt) shall be satisfactory 

12 to it. 

13 (2) Unless othenvise asreed when documents appear on their 

14 face to comply with the tenns of a credit but a required 

15 document dOes not in fact confonn to the warranties made on 

16 negotiation or transfer of a docmnent of title (12A:7-507) or of a 

17 certificated security (t2A:8-308) or is for,ed or fraudulent or 

18 there is fralid in the transactionl 
19 (a) The iSsuer [must] shall honor the draft [or] !!!! demand for 

20 payment if honor is demanded by a nelOtilltinl bank or other 

21 holder of the draft or demand which has taken the draft or 

22 demand 1Dlder the credit and under circumstances which would 

23 make it a holder in due course (12A:3-302) and in an appropriate 

24 case would make it a person to whom a docmnent of title has 

2& been duly rtegotiated (12A:7-&02) or a bona fide purchaser of a 

28 certificated security (12A:8-302); and 
27 (b) In all other cases as Blainst itl customer, an issuer actinl 

",	 
28 in sood faith may honor the draft or demand for payment despite 
29 notification from the customer of fraud, forgery or other defect 

'! 
30 not apparent on the face of the docmnents but a court of 

,:' 31 appropriate.Jurisdiction may enjoin such honor. 
\, 
I,	 32 (3) Unless otherwise aareed an issuer which has duly honored a 
~ 

33­ draft or demand for payment is entitled to immediate 
! 34 reimbursem~.nt of any payment made under the credit and to be
I. 
" i;~ 3& put in effectively available funds not later than the clay before 

I 38 maturity of any acceptance made under the credit. 
37 (cf: N.J.S.12A:5-114) 

38 3. N.J.S.12A:8-102 is amended to read as fol1o~: 

39 12A:8-102. Definitions and Index of Definitions. 

I 
j 
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1 (1) In this ~hapterl unlas the context otherwise requires: 
j '­

2 (a) [A "seCurity" is an instnunent which 

3 (i) is is&ued in bearer or reliStered fonn; and 

4 (ii) is of a type commonly dealt in upon securities exchanges or 

5 markets or commonly recopized in any area in which it is issued 

6 or dealt in as 8 medium for investment; and 

7 (iii) is either one of a class or series or by its tenns is divisible 

8 into a class or series of instruments; and 

9 (iv) evidences a share, participation or other interest in 

10 property or in an enterprise or evidences an obligation of the 

11 issuer.] 

12 A "certificated security" is a share. DUticioation. or other 

13 interest ill property of or an enterprise of the i8uer or an 
.! 

14 obliptiOll of the issuer which is 

15 (i) represented by an instroment issued in bearer or reBistered 

16 fonn; 

17 (il) of a t'YD! commonly dealt in on securities e_aMes or 

18 markets or ~ommonlY recognized in any area in which it is issued 

19 or dealt in as a medimn for investment; end 

20 (iin either one of a cless or series brby}tsteft118 divisible into 

21 a c1all or series of shares. participaticms. in.'rests. or oblintions. 

22 (hI An "uncertificated security" is a &IWe. participation. or 

23 other interest in property or an enterprise of the issuer or an 

24 obli.attollof the issuer which is 

25 (i) not represented bY an _trument andtbe traDSfer of which 

26 is relistered upon boob maintained for tbat purpose by or on 
27 behalf of the issuer; 

28 (ill of. a ·tyPe commonly dealt in on secUrities ochans. or 

29 marketsi and 
30 (iii) either one of a class or series or by its tentlS divisible into 
31 a class or series of shares. particioations. interests. or obligations. 
32 [(bll-lm.. A "security" is either a certificated or an 

j , • 

33 uncertificated security. If a security is certificated. the tenos 

34 "security" and "certificated security" may mean either the 

3& intansible interest, the instroment representing tbat interest. or 
c 

r­ 36 both. 88 the context requires. A writing [which] that is a 
,I 

" I~ 37 certificated security is'govemed by this cbapter and not by,. 
i 38 (Unilonn Commercial Code--Commercial Paper) chapter 3. even1· 
I 

39 though it also meets tbe requirements of that chapter. :nus 
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j 
1 chapter dc)es not apply to money. If a certifica-ted security has 

Z been retained by or surrendered to the issuer or its transfer 88ent 
i' 

I,'. 
3 

:I 

for reasons other than flHis.ration of transfer.' other temporaa 

purpose. payment. exchange, or acquisition by the issuer, that 
• 5 security shall be treated as an lDlcertificated security for 

6 purposes of this chapter. 

7 [(c)] @ A certificated security is in "registered fonn" [when) if 

8 ill it specifies a person entitled to the security or [to] the 

9 rights it [evidences) represents, and [when] 

10 fill its transfer may be registered upon books maintained for 

11 that purpose by or on behalf of [anl the issuerL or the security so 

12 states. 

13 [(d)) l!l'A certificated security is in "bearer fonn" [when] if it 

14 runs to bearer according to its tenns and not by reason of any 

15 indorsement. 

16 (2) A :'silbsequent purchaser:' is a person who takes other than 

11 by original/issue. 

18 (3) A "clearing corporation" is a corporation registered as a 
19 "elearinl agency" under the federal securities laws or a 

20 corporation: 

21 (a) At least 90% of [the] whoc'3 capital stock [of which) is held-. 
22 by or for one or more [persons (other than individuals),] 

23 orsanizations, none of which, other than Ii national securities 

24 exchwe or association, holds in excess of 201Ct of the capital 

25 stock of the corporation, and each of [whom] which is 

26 (i) [is] subject to supervision or regulation pursuant to the 
21 provisions of federal or State baDkiDg lawS or State insurance 
28 laws, [orJ : t 

29 (ti) [is) a broker or dealer or investment' company registered 

30 UDder the [Securities Exehanae Act of 1934 or the Investment 

I' 
31 Company Act of 1940] federal securities 1a\ll5, or 

32 (W) [ill al'national seCurities exchanae or association registered 

33 under [a statute of the United States such as the securities 

34 Exchan.e Act of 1934,] the federal securitieS laws [and none of 

35 whom, other than a national securities exchange or association. 
36 holds in excess of '201M» of the capital stock of such 
31 corporationJi[andJ 
38 (b) Any remaining capital stock of which is held by individuals 
39 who have purchased [such capital stock] it 'at or prior to the time 
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1 of their takUai office u directors of lIucbJ the; corporation and frU 
,;, ,2 who have PQI'Chaaed oal, • much of [suchl,'!JY! capital stock u , I 

1 
, 13 [ma, -I is nec-.ry to pennit them to qualify as [suchl , 

4 directol"l. 

5 (4) A "c_todian bank" is [any)! bInk or trust company [which] 

6 that is sup8i'Yised and examined by State or federal authority 

7 havinl super.vision over banks and [which) is actina • custodian 
8 for a clearinl corporation. 

9 (5) Other definitions applyinl to this ~~ter or to specified 

10 subcbapte... thenof and the sections in which tfuIy appear are: 

11 "Advene claim" •••...•.......[12A:8-30.J 12A:8-302 

12 "Bona fide P\lrchuer"•••••••••...•••••• 1 

13 2A:6-302 

14 "Broker" •••..•.••••..•.•••.•...•••. t 

15 2A:8-303
 

16 "Debtor" •••••••••••••••••••••••••••
 ! 
17 2A:9-10&
 

18 "FlDancial intermediary" . • • • • • • ~ • • • • • • • ; !
 
'I 

19 26:8-313 ~ 
I 
1 

20 "Guanntee of the ......ture lt
• • • • • • t 

21 2A:8-402
 

22 :JIWIJ tobr. 'tatement" • • • • • • • • • • !
 
23 26••
 
24 ---- . , .....'. . . . . . . . . . . . . . . . . !
 
21 2AiI-W
 
21 ·..._111." bInk" .....•.••• [12A:8-106l12A:4-10&
. ' 

21 .........' . . . . . . . . . . . . . . . . . . . . . . . . . 1
 

28 2A:8-.
 

29 ·Ow.ra... . t
 

30 2A:8-tOt
 
"a-..... ' m" ,
--31 ~" . ! 

32 2A:9-101 
"ID_·-:t' , tit~~I yo...... . .33 ! 

34 2A:9-101 

35 (6) In addition chapter 1 cant" ....nl clefinitiOlll and 
·',1 36 principles of COII8truction and iIlterpntation applicable 
,r'' 37 tluouabout this chapter.
 

38 (cl: P.L.1973,c.361, s.l)
 

39 4. N.'.S.12A:8-103 is amended to ned 88 follows: 

http:���..�.����..�.���.�...���
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1 12A:8-103. Issuer' 5 Lien. 

2 A lien upon a seCurity in favor of an issuer thereof is valid 

3 against a purchaser only if [the right of the issuer to such lien is 

4 noted conspicuously on the securitY)i 

5 (a) The security is certificated and the nsht of the issuer to 

6 the lien is noted conspicuously thereon; or 

1 (b) The security is \Ulcertificated and a notation of the right of 

8 the issuer. to the lien is contained in the initial transaction 

9 statements sent to the purchaser or. if his ,interest is transferred 

10 to him other than by registration of transfer. pledge. or release. 
.. . .•.... _".t 

11 the initial transaction statement sent to the resistered owner or 

12 the resistered pledRee. 
,. 

13 (cf: N. J.S.12A:8-103) 

14 5. N.J.S.12A:8-104 is Ii!!lended to read as follows: 

15 12A:8-104; Effect of Overi-.ei "Overi8s\le." 

16 (1) Th~ Irovisions of this chapter which validate a security or 

17 compel its issue or ni8ue do not. apply to the extent that 

18 validation. issue1 or rese would l'8IU1tin oyerissue; but if: 1 

19 (a) [If an] &! identical uc:urlty wblch dOes not constitute an 'I 
20 overissue is reasonably available for purchase. the person entitled 

21 to issue or validation may compel the issuer to purchase land 

22 deliver such a) the security Itol for him aDd either to dallver a 
. - -

23 certificated security or to l'IIiater the transfer of an 

24 uncertificated security to him, .,aiDSt surrender of (the) any 

25 certificated security(, if any,] which he holds; or 

26 (h) Of aJ A security is not 10 available for pUrchase, the pel'llOll 
21 

28 
entitled to iMue or validation may recover from the issuer the 
price be or the IMt pun:b..r for value paid for it with interest 

29 from tile _te of .... deIft.d. 

30 (2) -OWen..- mUM the i8Ie of securities in excess of the 

31 amount IwhidaJ the ...., has corporate power to issue. 

32 (cf: N.,.S.12A:l-l04) 

33 8. N.,.8.12A:1-10l1l amended to read as follows: 

34 12A:8-tOl. certificated SecurlU. Negotiablei Statements and 
35 
36 

"'truett,. Not "-1IMti P.....ptions. , 
(1) CIrUfic:.ttd. (Secur"'. I8CUrities pemed by this 

37 chapter ,are neaoUable inltrum..... 
38 (2) Statements 112A:I-4OI), IIDtiC" or the like. sent bv the 
39 issuer of uncertificated uc:uriti. !lid instnactions (t2A:8-308) , 

,i 
l', 
{ 
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1 are ne~ther negotiable instrmnents DOt£!.l'tif!cated securities. 
2 [(2)) W In any action on a security~ 

3 (a) Unless specifically denied in the pleadinss, each signature 

4 

5 

6 

on [the] a certificated security [od1 in a ri~essary indorsement1 

on an initial transaction statement. or aninsfroction, is admitted; 

(b) [Wilen] If the effectiveness of a sign"ature is put in issue.' 

1 

1 
j 
I 

7 the burden of establishing it is on the part, claiming under the j 

8 sianaturel but the signature is presumed to be lenuine or 

9 authorized; 

10 (c) ~enJ If signatures on a certifi~at~%~uritr are admitted 
11 or estabUshed1 production of the [initnm.~tlsecurity entitles a 

12 holder to recover on it unless the defeDdant estab1ilbes a defense 

13 or a defect going to the validity of the sec1uity; (aDd) 

14 (eI). If&illlalures on an initialt~tiOD statement are 

15 admitted or, established, the facts. statedo:~ the statement are 

16 presumed. to be true as of the lime ofusii8Uencej and 

11 [(d)) 00' After it is shown that a defensjot defect exists1 the 

18 plaintiff has the burden of establishina that he or some person 

19 under whom he claim& is a person ..ainst whom the defense or 

20 defect is ineffective (12A:8-202). 

21 (cf: N.',S,12A:8-10&) 

22 1. N.',S.12A:8-108 is amended to read as follows: 

23 12A:8-106. AppUcability. 

24 rn.e validity of a security and the rights and duties of the 

25 issuer with respect to relistration of transfer are govemed by the 

26 law (inclUlbna the connict of laws rules)ot the jurisdiction of 
27 organizatior~of the issuer.] 

28 The law (includinl the conflict of laws roles) of the jurisdiction 

29 of omanization of the issuer pedIS' the .validity of a security, 

30 the effecti,teness of relistralion bY the .issuer, and the rights and 

31 duties Of the issuer with respect to: 

32 (a) .R.ptration of transfer of a certificated security; 

33 (b). Registration of transfer. pledRe.· or release of an 

34 uncertific:ated security; and 
~, 

" 

3& 

36 

(c) sending of statements of uncertificated securities. 

(cf: N.'.S.12A:8-106) 
; 

37 8. SeCtion 13 of P.L.I964, c.166 (C.12A:8-107) is amended to 

'. 36 read as follows: 

'".~ . 
39 13. SeCurities [Deliverable) Transferable; Action for Price. 

L . 
7, 
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t (1) Unless otherwise agreed and subject to any applicable law 

2 or regulation respecting short sales. a person obligated to 

3 [deliverJ transfer securities may [deliv-erJ transfer anyf 

4 certificated security of the specified issue in bearer fonn or 

5 registered in' {he name of the transfereeL or indorsed to him or in 

6 blank, or he may transfer an equivalent uncertificated security to 

7 the transferee or a person desisnated by the transferee. 

8 (2) [When] If the buyer fails to pay the pnce as it comes due 

9 under a contract of saleL the seller may recover- the price of: 

10 (a) [Of]Certificated securities accepted by the buyer; [and] 

11 (b) [Of ofher securities if efforts at -their resale would be 

12 unduly burdensome or if there is no re~dily'available market for 

13 their resale.] Uncertificated securities that have been 
,	 - . ._. ,.-, ..,e . 

14 transferrt!d to the buyer or a person de!itmat~ bY the buyer; and 

15 lcl Other' securities if efforts at their. ~ale would be' unduly 

18 burdensome or if there is no readily available market for their 

17 resale. 

18 (cf: P.L.1964. c.188. s.13) 
19 9. Section 12A:8-108 is added to the New f ersey Statutes: 

20 12A:8-108. (New section) Registration of Pledge and Release 

21 of Uncertificated Securities. 

22 A security interest in an uncertificated security may be 

23 evidenced by the registration of pledge to the secured party or a 
24 person desisnated by him. There cen be no more then one 
25 relistered pledge of an 1D'lcertificated security at eny time. The 

28 reptered o~er of an uncertificated security is the penon in 
21 whose name the security is registered, even il the security is 
28 subject to a relistered pledge. The rilhts 01 a reptered pledaee 
29 of an uncertilicated security under this chapter are tenninated 
30 by the registration of release. 
31 10.. N.J.S.12A:8-201 is amended to read as follows: 
32 12A:8-201. "Issuer." 
33 (1) With respect to obligations on or defenses to a securitya. 

:.~	 34 "issuer" includes a person whoi 

35 (a) Places or authorizes the placing of his name on a 
"i	 38 certificated security (otherwise th~' as authenticatina tftlltee. 

31 registrar. transfer agentl, or the like) to evidence that it 
38 represents a share. participationL or other interest in his property 
39 or in an enterprise! or to evidence his duty to perfonn en 
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1 obligation [evidenced) represented by the certificated security; 
2 [or) 

3 (hI Creates shares. participatiolll. or other interests in his 

4 property or in an enterprise or undertakes oblisations. which 
5 shares. participations. interests. or oblisatiolll are uncertificated 
6 secUiities; 
7 [(b)) f.2} Directly or indirectly creates fractional interests in 

8 his rights or propertY1 which fractionalilltere,;ts are [evidenced] 
9 represented by certificated securities; or 

10 ((en l!D Becomes r88pOIIIible for or ill place of any other 
I 

11 person described as an issuer in this section, 

12 (2) With respect to obligations on or d,,1enses to a security. a 

j-··i 13 prantor is 'an issuer to the extent f)f bl$'~guarantyl whether or 
I' 14 not his obligation is DOted, on [the] ace~!icatedsecurity m:J!! 
L 

1& statements of uncertificated securitieS sent pursuant to 
16 12A:8-408. 

17 (3) With respect to registration of transfer. pledge. or release 
18 (Subchapter 4 of this chapter)l "issuer" means a person on whose 

., 19 behalf transfer books are maintained. 
" 

20 (cf: N. J.S.12A:8-201)i. 

21 11. N.J.S.12A:8-202 is amended to read as follows: 

22 12A:8-202. Issuer's Responsibility and' Defenses; Notice of 
23 Defect or Defense. 
24 (1) [Even qainst a purchaser for value and Without notice. the 
25 tenos of a security include those stated on the security and those 

'I
28 made part of the security by reference to another instrmnent.
 
27 indenture or document or to a constitution. statute, ordinance,
 
28 rule, regulation, order or the like to the extent that the tenos so
 
29 referred to 'do not connict with the stated tenos. Such a i
 

.1 

30 reference dOes not of itself charge a purdaaser for value with 

31 notice of a defect going to the validity of "the security even 
32 though the security expressly states that a penon acceptq it 
33 admits such notice.] Even gainst a purchaser for value and 

34 without notice. the tennl of a security include: 
35 (a) If the security is certificated, those stated on the security; 

36 (b) If the security is uncertifieated, those contained in ttap 
37 initial transaction statement sent to· the .' purchaser. or if his 
36 interest is tr8118ferred to him other than bY reRistration' 01 

1 f 39 tf_fer. pled1e. or rele... the alia! transaction statement sent 

1~, 
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1 to the resistered owner or resistered pledsee; and
 

2 lc) ThOse made part of the secUritYD reference. on the
 

3 certificated security or in the initial transaction statement. to
 
14 another instrument. indenture. or document or to a constitution. .• i 
'j

5 statute. ordinance. rule, regulation. order or the like. to the 

6 extent that the terms referred to do not conflict with the terms 
',. : 

1 stated on the. certificated security o~ contained in the
 

8 statement. :A reference under this paragraph does not of itself
 

9 charge _a· purchaser for value with notice of a defect going to· the
 

to validity of the security, even though the c~rtificated security or 

11 statement expressly states that a person accepting it admits 

12 notice. 
13 (2) [(a) A security other than one issue.d by a govemment or 
14 govemmental agency or unit even though issued with a defect 

15 going to its validity is valid in the hands of a purchaseI' for value 

16 and without notice of the particular detect lD'lless the defect 

17 involves a violation of constitutional provisions in which case the 

18 security. valid in the hands of· a subsequent purchaser for value 

19 and withOut notice of the defect. 

20 (b) The nale of subparqrapb (a) applies to an issuer which is a 

21 govemment or aovemmental agency or unit only if either there .~ 

22 has been ,,"tantial compHance with the. legal requirements 
23 goveminj the laue or the issuer hu received a substantial 

24 consideration for the issue as a I whole .or for the particular 

25 security and a stated purpose of the issue is one for which the 

26 issuer has power to borrow money or issue the securit:.'.) 
27 A .certificated security in the hands of a purchaser for value or 

28 an uncertificated security as to which an initial transaction 

29 statement has been sent to a purchaser for value, other than a 
30 security .issued bY a govemment or govemmental agency or unit, 

31 even-·' tb6Uah issued with a defect loins to its validity,ts valid' 

32 with rePet to the purchaser if he tsWithout notice of the 

33 particular defect unless .the defect ,involves a violation of 

34 constltutkmal provisions. in which cue the security is valid with 

3& respect .to a sub§eguent purchaser for value and without notice of 
36 the detect. This su"ection applies to 'an issuer that is a 
37 lOyerament or IOvemmental 8I8I1CY or unit onlY if either there 
38 has been Su"tantial compliance with the" lenl reaulremant' 
39 lOYemina the issue or the issuer hu received a su"tantial 
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1 consideration for the Uilue 81 a .le,o~,for the particular 
2 security" a stated purpose of the .... one for which the 
3 issuer has power to borrow money orillue, tIIe_urity. 

4 (3) Except 81 [otherwise] provided in t6e C8S8 of certain 
5 Wlauthorized sipatures [dn issue) (12A:8-206), lack of 

6 genuineness of a certificated security or Ciliinitial transaction 
'T~-' . 

1 statement is a complete defense!, even agamst a purchaser for 

8 value and without notice. 

9 (4) All other defenses of the, ~er of,a certificated or 
.' f __.·'.... 

10 Wlcertificated security, includina nondeli"fJJ'Y BI)d conditional 
'. . .:' 1 

11 delivery oflthe) a certificated security!, ai'eqleffective against a 
12 purchaser for value who h81 taken wittlout notice of the 

13 particular defense. L 

14 (5) Nothing in this section shall be r:em.lrued to affect the , . 
15 right of a party to a "when, IS BIld if~ed" or a "when 

16 distributed" contract to cancel the contrac,t in the event of a 
. ':, ~ 

17 material change in the character of the S8CWity (wbichJtbat is 
18 the subjec,t of the contract or in the p~ or unDIement 
19 pursuant to which [such) the security is to beimed or distributed. 

20 (cf: N, J,S.12A:8-202) 

21 12. N. J.S.12A:8-203 is amended to read IS follows: 

22 12A:8-203. Staleness IS Notice of Defects ot Defenses•. 

23 (1) After an act or event [which createalcreatinl a riabt to 
24 immedi.te perfonnance of the principal o~tion (evidenced] 

2& nprel8lltecl jy [the) a certificated security 0; (whicbl that sets a 

28 date GIl ot after which the security is to be PlSellted or 
27 1UIT8IIde,.. for redemption or exch8llle, a P\U'Cbaser is charged 

28 with noUce d'r my defect in its issue or def.of the issuer it 
29 (a) hf the) ,",e act or event is one requirina the payment of 
30 money (or)l the delivery of certificated securities. the 

reaiatnUaQ,of transfer of uncertificated secUrities. or [both] any 
32 of thw 0Ii presentation or surrender of the 'certificated security 
33 [ad such)"tbe funds or securities are available on the date set 
34 for payment or exchansel and 'he takes the security more than 

,I 

.. 
36 one year after that date; and 

,"'. 36 (b) [If the] The act or event is not covered by parqraph (a) 

f! 37 and he takes'the security more than two years after the date .t 
38 for surreilder or presentation or the date on whicb lauch) 

39 perfonnance became due. 

31 
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1 (2) A call [whh;h~ that has oe~n revoked is not within
 

2 subsection (1).
 

3 (cf: N. J.S.12A:8-203)
 

4 13. N. J.S.121\:8-204 is amended to read as follows: 

5 12A:8-204. Effect of Issuer's Restrictions on Transfer. 

6 [Unless noted conspicuously on the security a] ~ restriction on 
>'. 1 transfer of a security imposed by the issuerL even though 

4,r" 8 otherwise lawful! is ineffective [except] t:gainst [a] any person 

9 [with] without actual knowledge of it[.] unless: 
. i .. _­

10 (a) The security is certificated arid the restriction is noted 
11 conspicuously thereon; or 

, I 

12 (b) ,The ';security is uncertificated and a notation of the 
,:':-.; :, : ',,:/'.-',." ':::-TF· ' , . -- ," . 

13 restriction is contained in the, initlalltanSaction statement sent 

14 to .the sfet80n or. if hisinte~tU;:t~iifer;.,d to him other than 
15 by . resiitration of transfer•...• 1!1~.~' o~'" release. 'th~ ,"initillt 

'.j'. 

.. ~--_. . -- - - .. ;:.- ., -. 

16 transaction statement sent to the te..tered owner or the
 

11 resistertJd pledgee.
 

18 (cf: N. J.S.12A:8-204)
 
-i~ 

'.''>.,19 14. N.j.S.12A:8-205 is amended to read as follows: 
, 
I., 20 12A:8.;.205. Effect of Unauthorized Signature on (Issue) 

; ,-
21 Certificated Security or InitialTtansactiOil~Statement. 

0' 

22 An unauthorized signature placedona certificated security 
0' 

: . 

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

24 transaction statement is ineffective1 (jxcept thad but the 

25 signature is effective in favor of apurCJlaser for value of the 

26 certific"ted security or a purchaser for value of an uncertificated 
21 security to whom the initial transacdonstatement has been sent. 
28 if the purctiaser is [and) without notice of the lack of authority 

29 and [it] the sisninl has been done b1! 
30 (a) An authenticatinl trustee. relistrar,· transfer agent! or 

31 other person entrusted by the issuer With the signina of the 
I'. 32 security (or]£ of similar securities1 or of initial transaction
 

33 statements or (their] the immediate preparation for signina of
 

34 1lIIY of them; or
 

3& (b) An employee of the issuer1 or of any of the foregoin&
 

36 entl'U8ted with responsible handling of the security or initial
 
31 trensactionstatement.
 

38 (cf: N. J.S.12A:8-20&)
 
39 1&. N. J.S.12A:8-206 is amended to read as follows:
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1 12A:8-208. Complehon or AlteratioQ of [lnstnunent] 

2 Certificated §ecurity or Initial Tr81188ctionStatemer,t. 

3 (1) [Where) If a certificated secunity ~ntains the signatures 

4 nBCessary to its issue Of transfer but is inComplete in any other 

5 respect~ 

6 (a) Any person may complete it by filling in the blanks as 

1 authorized; and 

8 (b) Even ,though the blanks are incorr,:ectly filled in, the 

9 security as completed is enforceable by a ".-chaser who took it 

10 for value and wi thout notice of [such] the iri~orrectness. 

11 (2) A complete certificated security l~chl that has been 

12 improperly ~alteredl even though ~taudu1entiYl temaiDs 

13 enforceable1but only according to itso~' tenns. 
. " , .: .... 1 ~. 

14 (3) If an initial transaction statettrent ,CeataiDsthe si.'tures 
15 necessaryt~ its validity. buns iilCOmiIete :bi:1Dx0ther_t: . 

16 (a)'. AnYiiperson may complete it::1Jy .'fiinD, in' the' bliDb as 
.",. . 1:"-', . 

17 autborizea: and" 

18 lbl EVen :thoUlh the blanks areinc~~tIY filled in, the
 

19 .tatementas: completed is effecUvff :ifttawr .of the petsonto
 

20 whom it is: sent if he purchuedthe,securitY referred to therein
 
21 for value 8nd without ooticeof the.inc~~tbess.
 
22 (4) A ~plete initial tl'lDsactl~· :stat~8IIt that has been
 

23 improperly. altered. even though tr.udu1~!h'. is effective in
 
24 favor of a,purchaser to whom it has been "t, but only according
 

25 to lts oriliftal tenns.
 

26 (cf: N. J.S.12A:8-208)
 

21 18. N. J.S. i2A:8-201 is amended to read" follows:
 
28 12A:8-201. RiJhta and Duties of"'r' With Respect to
 

29 Registered Owners and Resist.red Pigees.
 

30 (1) Prior to due presentment for reii8ttiitioD of transfer of a
 

31
 certificated security in registered fonnl the issuer or indenture 

32 troitee may treat the registered owner as the penon exclusi~ely 

33 entitled to vote, to receive ootificatiolll1 and otherwise to 

34 exercise all the rights and powers of an owner. 

35 (2) [Nothins in this chapter s1lall be COftItnJed to affect the 

38 liability (Jf' the registered owner of • I8CUrity for calls, 

31 uaessments or the like.] SubJBCt'~ to. the prOVisions of subsections 

38 (3), (4). and (6), the issuer or indentUre fiustee may treat the 

39 reaistered owner of an uncertlflcated I!ICUrttY II the perapp 

.: .. ' 

:-. 

, 
'J 

t 
j 
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t ~¥lusivel) entitled to vote, to receive ;lOtifications. and 

2 otherWise to exercise all the rights andpg!ers of an owner. 

3 (3) The' registered owner of an uncerti'ficated security that is 

4 subject to a registered pledge is not eilt,itled (0 registration of 

5 transfer prior to the due presentmenttd the issuer of a release 

6 instruction. The exercise of conversion.·rights· wi th respect to' a 

1 convertible uncertificated security· iss 'transfer within the 

8 meanmg, of this section. 

9 (4) , Upon due presentment ,Of.8 tfans~er instruction from the 
10 registered 'pledgee of an uncertificated~rity, the issuer shall: 

. '.' I . . .'. >':' ' 
11 (a) .!legister the transfer of thftSet:~ty to the new owner free 

12 of pledi~. if the instructioo$@citi8j'a new owner' (who maybe 

13 the ~j§tered pledgee) anddOesndtifii~l&a .pledgee; . 
:~.!:; ,- . c, :"-.:-."" ::','-·.::~;--~> .. :r,~~~;:---;- .-... ~,::" "._ . -<_~. 

14 (b) Register the transfe:rofthe:securilY to the new owner", 

15 subjecf,:to the interest of the .,id!Jima'pledgee. if the instruction 
'·i' . .., .• < "'\':" ~ .,.. . . . . 

16 _ifi•• new owner and the exiStg!pledgee; or 

11 tcl . ((elister the release' of the:~Urity froiD the existina 

18 pllldgeiand relistel the pledge of.thi;:i'security to the, other 

19 plidaeei if the instruction specities:ihe existg' onerand 

20 anotheripledgee. 

21 (5) .Continuity of perfection of.~ec~tY~interestis not broken 
22 bY reAtl.tion of transfer under' subSection (4) fb) or by 
23 rePttation of release and pledge Urider'Subsection (4) (c), if the 

24 security interest is assigned. 

25 (8) It· ~ uncertificated security' is Subiect to a registered 

28 plld@e: r 

21 .alAn* uncertific.ted securities isSued in exchanae for or 
28 diStributed with napect. to thepledBed security shall be 

29 rejijtered subject to the pledge; 

30 O!).. . Any certificated' securlUesiMued. in exchange for or 

31 distribUted with l'!IIJ!Ct to the pledjedsicurity shall be delivered 
32 totheo~gistered pledaeejand . ,'. 

33 (c)An! money paid in exchange for ot in redemption of part or 

34 allof·the security shaD be paid tothereiiateredpledgee. 

35 "1:80_ in this chapter sha:l1 be:constmed to affect the 
~i ,j ~ 

36 liabilitY of the registered owner ot' a. security for calls,ifi ; 
:.1 
:.

! 
~ 

31 ........ents, or the like.
 , .' 
; , . 38 (cf: •N. J.S.~2A:8-201) 

. J'. 
, ' 
,,;; 39 11. ·N.J.S.12A:8-208 is amended to read as folloWs: 
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1 12A:8-208. Effect of 8ipature of Autllenticatinl Tmstee, 

2 Registrar or Transfer Agent. 

3 (1) A penon placing his (silD~tures] signature upon a 

4 certificated security or an initial transaction statement as I 

5 authenticating trustee. registrar. transfer ~.entL or the likel 
:i 
L 

6 warrants to a purchaser for value of the ce~~!icated security or a 

7 purchaser for value of an Wlcertificatedseeurity to whom the 
Ii., .. ..._~-

8 initial transaction statement has been sent~ if the purchaser is 

9 without notice of the particular defect1 that:, , 
~ ,j 

10 (a) The~«lrtificated security or initial t~ction statement is 

11 genuine; [arid) 

12 (b) His own participation in the ~'ot, resistration of the 
!"" .+82.. ". . u: . ',' . .-, . 

13 transfer, pledge. or release of the secUrity i,l', within his calNlCity 

14 and within the scope of lhia authorizatiOJd)#8 ~rity received 

15 by him from the issuer; and' 

16 (c) He has reasonable pounds to bOUewe.tbat the secUrity is in 
17 the fOrin mel within the amount the issUer iI j,\lthDrized to issue. 

18 (2) Unless otherwise agreed, a peJ,'SOJl' by 80 placinl bi8 
19 signature does not assume respOnsibility for the validity of the 

20 security in other respects. 
" 
h; 

21 (et: P.L.1964. c.l68, 1.14) 

22 18. The title of subchapter 3 of chapter 8 of Title 12A of the 
23 New Jersey Statut. is amended to'readufollows: 

24 (PURCHASE] TRANSFER 
:r 

, 2& 19. N.J.S.12A:8-301 Is amended to read as follows: 
!', 

26 12A:8...301~., JUabtl Acquired by Purchuea{; "Adverse Claim"; 
"

, 

I" 27 Title Ac:quirtd by Bona Fide PurchuerJ. • 

.. 28 (1) "Upon', (deUvetrJ trlMfer of a lec~ty to a pun;huer 
" 29 (12A:&-3,i3J. the purchuer acquires tbe, ~ts in tbe security 

30 which his tt8nsferor bad or bad actuil autbOtlty to convey ,!!!!I!!! 
31 the purcbUer' s ri&bts ant lbnited bx 12At:8~302 (4). (except that 

32 a purchase!.'· 'who bu himself been a "pufy to any fraud or 

33 ilIeaality etrecting the security or who u prlOI' holder had notice 
34 of an adverse claim cannot improve hii pO$itJOQ by takina from a, 

3& later bbna fide purchaser. "Advetse claim" .ludes a claim that 
36 a tranSfer was or would be wronaful Or that a particular adverse ;: 

;! 37 person is the owner of or has an interest in th~ security.)
, i ,
I, 

' 
38 [(2) A bona fide purchaser in addition to '~rinI the riahts of 
39 a purchaser also acquires the security free ofaily adverse claim.) 
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[(3)] (2) A [purchaser) itransfereeof a Umited interest acquires 
rights only to the extent of the interest [purchased] transferred. 

The creation or release of a securityinterlilSt in a security is the 

transfer of a limited interest in that security. . 

(cf: N. J.S.12A:8-301) 

20. N. J.S~12A:8-302 is amended to read as follows: 
I , 

12A:8-302. "Bona Fide Purchased.]"i "Adverse Claim"; Title 

Acquired by Bona Fide Purchaser. 

[A "bonafide purchaser" is a purchaserf9r value in good faith 

and without hf any adverse claim who take$delivery of a security
.' <." • 

in bearer form or of one in registered Jonn issued to him or
 

indorsed to him or in blank.] 
.
 

(1) A "bona fide purchaserft,"is .fQ1$1iaser for value in ... 

faith and}Yithout notice ofanYadveJ:secl~: 

fa) WhO takes delivery, of' a"certl,ficated security in bearer 
fonn or Itt. resistered fonn, issuedoi:fiij~d to him or in ~i 

(b). l'~whom the transfer, ·.;pl.~,'-: or release of 'an 

1D1certifidated security is reRist.ted:~:tIi~~~ksof the issuer; or 
(c) , To. whom a security is trlnsfe1Ted:~er the provisions of 

paryraph,(c), {d}, (il, or (J) of 12A:II-31'3 (ti~ 
• ~!

W "Adverse claim" includes • claim that a transfer was or 

would be, .noDRful or that a particular~dverse person is th~ 
owner of or has an interest in the lecurlty. 

f3) A bOna fide purchaser in addition to ,:acauirina the rights of 

a purch~rl(12A:8-301) aJso acguireshis.ulterest in the security 

free of any advene claim. 
(4) Notwithstandirur 12A:8-301(t), ,the transferee of a 

particular: certificated security who has been a party to any fraud 

or illesaUty affectinJr the security, or wIIO IS a prior holder of 

that certificated security had notice of an' adverse claim. cannot 

impmefUs position by takins from a bona fide purchaser. 

(cf: N. J.$.12A:8-302) 

21. N.'.S.12A:8-303 is amended to read IS follows:
 
12A:8..;303. "Broker."
 

.. Broker" means a person engaged for all or part of hil time in
. . 

the business of buying and seWna I8curities. who in the 

transactiOn.concemed acts for, [or) buys a .security fmma or sells 

a I8CUritY toa. a customer. Nothina in this c~apter detennines the 

capacity in which a person actl for 1JUl'PO*8s of any other statute 

c, 

'1 
"" 
j 

j
 



SCS for S3484 

22 

1 or rule to which [such) the penon is subject. 

2 (cf: N. J.S.12A:8-303) 

3 22. N.j.S.12A:8-304 is ~ended to read as follows: 

4 12A:8-304. Notice to Purchaser of Adverse C'laims. 
, ' 

5 (1) A purchaser (including a broker for the seller or buyer! but 

6 excluding an' intennediary bank) of a certificated security is 

7 charged with notice ot adverse claims ifi 

8 (a) The sE~curitYl whether in bearer or registered fonn1 has 

9 beenindotsed II for collection II or .1 for surrender" or for some 

10 other purpose not involving transfer; or 

11 (b) The security is in bearer fonn arid h... ,gn it an unambiguous 

12 statement that it is the property of a "1'&On other than the 

13 tl'lDSferor. The mere writing of a n.m'e on':. security is not such 

14 a statement. 
15 (21, Aapehaser (includinB a bl'Oker<toF '~',seller or buYer, but 

16 exeludin8Dan intennediarv blnld to'WbOllf%the tl'8llSfer, pIge'or 

17 rele... of;an 1DICertificated securitx<:iI"reiiatered jscharled with 
": - -... , _~'_' __ .,":- "l' 

18 notice o(aetverse claims as to Which:;the+iMUer baS a duty 1Blder 

19 12A:8-403.(4) at the time of replrjuim·1iIid which are_ted in 

20 the initial transaction statementsertt;torthe purchaser or, if his 

21 tntenist is tranlferred to hiJJi' othet'."~ bY reBistratlon of 

22 tnnafer,'P.ledBe, or release, theinitf81t~tiODstatement sent 

23 to the reptered owner or the tepteredpliJdsee. 
24 [(2)) W Tfie fact that the ~rtinc,JUdinIa broker for the 

25 seller or 'buyhr) of a certific~ted or uncertificated security has 

26 notice that the security is held for a third;person or is registered 

27 in the name of or indorsed by a fiduciary dOes not create a duty 
28 of iDquiry into the rightfulness of the transfer or constitute 

29 constructive notice of adverse claims. [If,'however,) However. if 

30 the purdiaser (excludina an intennediary 'bank) has knowledae 

31 that the proceeds are being used or [that) the transaction is for 

32 the individual benefit of the fiduciary or CJtherwise in breach of 
, . 

33 duty, the purchaser is ch81'led with notice of adverse claims.
 

34 (cf: N.J.S.12A:8-304)
 

35 23. N.J.S.12A:8-306 is amended to read as follows:
 

36 12A:8-305. Staleness as Notice of Adverse Claims.
 

37 An act or event [which) that creates a right to immediate
 
'r 38 perfotmUlce of the principal obligatiOn [evidenced] represented 
... 39 by [the) !£!rtificated security or [which] sets a date on or after 
I :j
,j :' 

" 
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1 which (the] a certificated security is to be presented or 
2 surrendered tor redemption, or exchange cloes· not lofl itself 

3 constitute any notice of adverse claims except in the case of a 
4 [purchase] transfer: 
5 (a) After oqe year from any date set for(such] presentment or 

6 surrender for redemption or exchange; or 
7 (b) After six months from any date set fo~;payment of money

( , 

8 against preSentation or surrender of the seCurity if funds are 

9 available for payment on that date. 
10 (ef: N.J.S.12,A:8-305) -1 
11 24. N.J,S.12A:8-306 is amended toread.follows: · :1 

, : .,,-: ,':':···:.':,'.,··.··..;.r:!:·lY
12 12A:8-308. Warranties onPreuntjnen,r: and r.....,.r of 
13 CerUficatedl Securities;. Warranties, of:Q'ripi,!t~"'9f"'tructions. , 1 

. ',' ':",.;"/: " ' -;' ·,1:." ·~... I ~ t •. "?' ~ -. -'.. ': ',' :-:-:- '.'..... '.'~ " 

14 (1)' Agerson who ptesf:!nts a.;:certifiC.ted " for 
15 reptratio~;~(or] of t1'8D8fer or for ~intrd~ exctiagewurants ;1 

116 to the isSufr that he is entitled to' th~ ::N~tr.ation, payment, or JI

11 exch8nge. '-.Butl a purchaser for v"lie .:without notice of 11 
18 advel'l8 cl~ who receives a new,'l"i~idl or rerelistered 

•
!-,lj

•19 certificated security on registration ,.of t.fer or receives an ·'.
"20 iDitial ttRaction statement eODfM '. "the registration of

.' ' "~": - .'.' ," ~:.;.,. <:.:: .. :,; . :-:.; .", ·,re - --, - - - '. 

21 transfer of;., equivalent uncertificatid; ;~\I!'ity to him warrants
 
22 onlJ that lie hIS no kDowledae ofaDy \Dl4uthorized sipature ,

,
 .,.
23 (12A:8-311)in. a necessary indorsement. 

~~ 

24 (2) A penion by tnnsferrinB a certificated security to a 
25 pun:buer for value W81TlDts only that! 
28 (a) His ti'ansfer is effective and riahtful; .lapdJ 
21 (b) The security is genuine and has not been materially altered: 
28 and 

29 (c) He bows of no fact which miaht ~pair the vaUdity of the 
30 security. 

31 (3) [WIi8re] If a certificated security is delivered by an 
32 iatennedi~ known to be entrusted with delivery of the security 
33 on bebalfOf iDOther or with collection.of a draft or other claim 
34 qaiMt liIChJ delivery, the intennediary:by [sucn] delivery 
35 warrant8cmly his own aood faith andautIKJijty, even thDuah he 

I'36 bu purcIua.Ied' or made adVances againSt the claim to be collected
 
31 against the delivery.
 
38 (4) A pl8dgee or other holder for security Who redelivers lthe]
 
39 a certiflcatec:~ security received, or after payment and on order of
 

" 
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t the debtor delivers that security to a third penon1 makes only the
 
2 warranties qf an intennediary under 8UblSectio~ (3).
 

3 19) .A "~n who originates an instructi()~ warrants to the
 
4 issuer that:
 

5 (a) He is an appropriate person to originatelhe instructioni8Dd
 
6 • lb) At t~e: time the instruction is prese~f~ to the issuer he
 
7 will be entitled to the resistration oft_fer. "pledge. or release.
 

""; ".- " .. i: ~ " 

8 6 A 'lson who ort . ates an iJiSt:riictioil warrants to 

9 person spec.e ly suaranteeinghissignat~ ('12'j:8-312(3)) that: 

10 la). H~is~ appropriate perri.»~to oria1n!tlt :the instructioniand 
11 (b) At 'th~' tim~ the instructionispre8iDtiMi:fOthe issuer 

-T>~,<"; , -, : '-, - ~.~,,' e' J _ : 

12 (i) he wiU::be entitled to the resJstratiOn:ot'-jransfer. pledle.or 
. :' -' " .. ,'," -._,.:~: - .' - - . 

13 release; and 
, I ~ .. ~ . , 1 

14 (ii) thet:fiDsfer. pledge. or releue:~tediDthe iDltmction ,i 
'; , .'.- '. "",',- -.; .... "._. ,.,-.,.;.!,\~: ..~,,;~~"[,:,,-_. ',A" "," .-" .',' .- .. 

15 will be reljistered by the isluer fnetfmJli"·:81l' Ii... security 
.' -". .'- ' •. : . -.. .. :, '; ,,,~~\i::"':"': -':.f' ,''', .- . . 

16 interests.~trictions. and claims otlleithaD'; thOse specified in 

17 the instruction. 

18 (7) .Ap!~n who ortmates an· iJjttu'ct~ion warrants to • 
19 purchaser. ~!or value and to any"~:"guaranteeina the 
20 instroction'(,~2A:8-312 (6)) that: 
21 (a) He i8:'~ appropriate person to or,!~~~~~e iDstlUCtloai 
22 €b) 1be,urlbertificated securitYrefe~tOc:tllerein is viii. Md 
23 (c) At·ttie:time the instftlCtiOn is p~ted'to the issuer 

';/

24 (i) the' 't~nsferor will be entitled' t~'" ,the registration of 
,f 

25 transfer, pleW!e, or releasej ." 

26 (Ii) thetr_fer, pledge or release requested in the instmction 

27 will be .regjtered by the issuerfreefrOm"I~ liens, security 
28 interests, restrictions, and claims other thaJi.:thosespecified in 

29 theinstroctionj and 

30 (iiilThs requested transfer, pledae, or release will be rightful. '/ 

31 (8)' If a..:secured party is the registe~4' pledgee or the 
32 reJdsteredoWner of an uncertificated security, a per!DD. wIlD 
33 originates. m; instftlCtion of release or ti'ahsje~' to the, debtor or, 

" 

, . .. . 

34 after payrn~t and on order of the debtor, Ii.:'!!'."f ipltryctteP 
35 to a thirdp!!tsGn, warrants to the debtofor th.! 'thini ...... onII 
38 that he is an' appropriate person to OlUiDat8!'t,he ipstNCtlM .... 
37 at the time' the instl1lCtion is presentedfti· the ...." till 

.."! -' 

38 transferor will be entitled to the reJristra\~on of rei.. or 
39 transfer. .f a transfer _tnaction to a thiftt P'raI who is • 

t 
~' 
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1 purchaser for value is ongigated all' a"!!! ~f the debtor. the 

2 debtor makp-s to the purchaser thewafrantt. of paralra. (b),
,.n . ." . .> __ .... 

3 Ic) (mand (c) (iii) of subsection (1). 

4 (9) A ;,pet'son who transfers an W'1certificated security to a 
. . ... -,.' .. ,',. ',. ··.-r-·i~ 

5 purchaser., for value and doesnotorililiate an instruction in 

6 connection rth the transfer warrants~~i!~at: 
" , 7 (a) ,His}r'a'nsfer is effective and rie~r~('~ 

,'! , 
,I8 lb) The'W'1certificated security is vdd. 

,~I,, -.J :$
9 [(5)] (1'0) A broker gives to his CUln~tn~r;,~d to the issuer and a 1 

~r 

10 purch~;: the applicable warran~ies~~vfd~ in this section ind 
.. ,. 11 has the qghts and privileges of a~..r under this section. ~ ,i 

12 The wcu.:t~ties of and in favor of tb"lJ:rQ~.ir acting as an agent 

13 are in a4$1i tion to applicable warranti~ si~en by and in favor ,of 

14 his cU$tomer. 

15 (cf: P.L.f964. c.166, s.15) 

16 25. N.I,S.12A:8-301 is amended to reaelM follows: 

11 12A:8"'301. Effect of Delivery Withoutic~tndorsementi Right to 

18 Compe1~dol'Sement. 

19 [Where]!l a certificated security in re"tered fonn has been 

20 deliveredto·a purchaser without a nec_ii~ iDdonement he ma, 
:~! . 

21 become a ,bona fide purchaser cml, as of th~;.time the indorsement 

22 is suppliecl,li but against the tr8118fel'Or, tbJ: transfer is complete 

23· upon delivehr and the purchaser bas a .ificallY enforceable 
',~.... ' .1 

24 ript to have any necessary indorsement suPPlied. 
, ~ 
'-f 

25 (cf: N.J.S.12A:8-301) 

26 28. N.J.S.12A:8-308 is amended to read. follows: 

21 12A:8-308. Dndonement, How Madei ~'Special Indorsement; 

28 Indorser Not a Guarantor; Partial A8IiII'nent) Indorsements; 

29 InItnactiGnl. 

30 (1) AD"endonement of a certificated~ty in reptered 
31 fonn is ~ade when an appropriate person signs on it or on a 
32 separatedocmnent an allipment or tl'8D8f~r of the security or a 

33 power toUsisn or transfer it or [when theJ;his sipature [of such 

34 penon) is~ritten without more upon the ba~k of the security. 
35 (2) An '.indorsement ma, be in ~ or special. An 

36 indorsemertt in blank includes an" iIldo,...ent to bearer. A 
31 special indorsement specifies [the penOn) to whom the I8CU1'it, is 

38 to be transf~rred, or who has power to t~.r it. A hD)derma, 
39 convert a bl8nk indorsement into a apeclal _nem.t. 
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1 (3) "An appropriate person" in sublectioq (1) means
 

2 (a) The person specified by the secUrity or by special
 

3
 indorsement to be entitled to the security; or 

4 (b) Where the person so specified is 'd~ribed as a fiduciary 

but is no 10Jlger serving in the described capacity, either that5 

person or his successorj or
 

7 (c) Where Ute security or indorsement sP~::$pecifies more than
 

8 one person as nfiduciaries and one or mQ,re ~~ no longer serving in
 

9 the d~lj,bE!d capacity, the rem.uurigfi&i~iary or fiduciaries.
 

10 whether Of not a successor has~~ 'PP;eJiJtr~~,:or qualifiedjor 

11 (d) 'whefe the person so specif~ed':is' '~individual and is 

6 

; - ;, .. '.:. :.::~'~ __~ _ r4 ..~• 

12 without capacity to act by virtue of death; incompetence, infancy 
, L ,,' 'i'" '-' , ' 'I 

13 or othe~e, his executor, .dr.niriist~t()r, gurndian or like 

14 fiduciaryjQl' , " 

15 (e) WIle." the security orindo~.t;~,pcifiesmorethJll 

16 one person,,~ tenants by the entirell'oi",W(Ui.;rigbt of survivorship 
;.. :. :-; _-I ~: 1: . 

17 and by reason of death all carmot sign,tIle '~vor or survivorsj 

18 or 

19 (f) A person having power to sign ~~tapplicable law or 

20 contl'Ollin, mStrumentj or 

21 (a) To the extent that any of the fore~ing persons may act 

22 throuah an ..~nt, his authorized aaent. 

23 (4) UnleasotherwiH qreed the iDdol'S8~ by his indorsement 

24 -.oes no obligation that the security will be honored by the 

2& ialuer. 

26 (&) An indorsement purporting to be only of part of a security 
27, repl'8l8llting units intended by th8 illlutil' to be separately 

28 transferable is effective to the extent oflhe'·indorsement. 

29 (6) Whetber the person signing is,approp~:ate is detennined as 
30 of -the datjt of signina and 'an indorsement'~ such a person does 

31 notbecori'(8 unauthorized for the purpose$ of this chapter by 
, : 

32 , virtue of ~ subsequent change of circumst"'ces. 

33 (7) FailUre of a fiduciary to comply with a contl'OlUng 

34 instrument: or with the law of the State ha\',iDa jurisdiction of the .. 
35 fiduciarynlationship, including any la'WreQ~ting the fiduciary to 

36 obtain court approval of the ttanster," does not render his 

37 indorsement,unauthorized for the putpOSes bfthis chapter.] 

38 (3) , Ali iDdonement 
I 

purportinB, to 
' 

be:' only .a 
, . 

part of a 

39 certificated security repnsenting units intended by the issuer to 



, 'I 

SCS for S3484 

21 

1 be separately transferable is effective to the extent of the 

2 indonement. 

3 (4) An 
, 

"instruction" is an order, to 
' 

the issuer of an 

4 uncertificat~d security requesting that the~:.,transfer, pledge, or 

5 release from pledge of the uncerti-ficate~ security specified 

6 therein be registered. " 

, . 

7 

8 

9 

(5) An ins'ttuction originated by an appropriate person is: 
• ..--.. . i:' " :i' 

(a) Awn.tillB sisned by an appropriati:H'erson: or 
"", :.-1:: . . - . - .. ' ,. ., ...: ........: ,:,-.. .' '­

(b) A communication to theissueriJi:·8ni' ronn agreed upon in a 
. '1-·-: ,. . . ,'; "'(;';:l<~ - '­

j.' 

" ./ 
':-' 

i,,. 10 writing sisPed by the issuerandan,apjropnate person. 
" 

j ,~.. .,.,:~..... • - .•". -~ '-:-"-:"~;~)._::""."' ",-' : ..... ; 

'\ : 
11 

12 

If an. instruction has been Orisinated by-"an, appropriate person 
but isiD~~plete in any otherresp@ct~any' berson'may complete 

,~ . :--::.;-?.:rr; - - -... :­ ··'0 :""""" ..:. I -.. . 

:: 13 it aa~utM~zed and the issuer ma3(;r81)"on.it as completed even 
14 tbo!UJli,it'-Ii~ been completedinco~:ti¥~' ,t.:: .J 

15 

16 

(81" ItAn:'.ppropriate person". in sUllSection;H) means the person 
.. ",.' :-,--' :",' ", .) ..1 ,. '" -_.... ~:""!,.' :;!';;'" '-~ ,\ , .... . -;. . - .. , . 

specifiettbyj the certificated_urit'·or:· bY, ,special >inclorsement 

11 to be :tII1titr~ to the security. ' . ,', ". ' n'· 

18 ttl "An 'appropriate person" insubSec::tiOn"(5) means: 

10 !!l" For~~, instruction to transfe~'~~::pj9ale an uncertificated 

20 security 'which is then not subiectto a 'relistered ple.e. the 

21 relilterecl;bWper; or ':' 
I: , 

22 

23 
!!Pi 'Pot" ~instftlCtion to transfer or"telease an uncertificated 

~ ';~.t I: . . , . , r-·""·.Mlcb " then subject ·to, ·.relistered pledge,the
• ' "----";'.1 

,I 

24 IIIiItMwd,jIedaee. , 
21 
21 

lI.LJp; ..IIution to the persons desianated in subsection (6) and 
"'. , .' 

m.-."isjoprlate "l'IOII" in IUbeecUons;(l) ,and (5) includes: -­

2' 
21 

~ D!1'IDIl deliBn.tedis desCribe.!:.. a fiduciary but is no 
':":'~H .':' . , ~ .. . 

........ in the described capacity,either that person or his 
i 
j , 
~ 

29 IUCC t r 
30 Od..J.L..tII "rsons desisn.ted are described as more than one 
31 D!raa,"~~fidUciaries and one or more are nO longer serviDl'in the 
32 dllciitied:· :~'~apaCity. the remaiJdna fiduCiary or ficlutiaries. 
33 

34 
whether.or:nat' • successor h88been appointed or qualified; 

lcl If tNt pel'lOft desipated' is an individual and Is without 

35 capacity:, ,:tb act bx virtue of d,ath, iftc~tiipetence, infancy, or 
36 otherwis8~J:tusexecutor, administl'lltor,'".'•• or like fiduc:iag; 

3' (ell If ~ia '"l'IOns deIi...ted 111'8 d~ritied 88 more ,than one 
38 " .... ",tlnMta bY the entirety or Wlth,r!ahtof survivorship' and 

• ,'" I 

39 bx re.OI[~f death an cannot lip, tUeumvoror survivors; , 
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I (e) A ,person, havig power to ,Ii. ,under applicable law or 

2 controlliel instrument; and 
3 (0 To" ;the extent that the pe1llOn desisnated or any of the 

4 foresoirul~~bersons may act thl'OUsh' an agent:'"his authorized ageflt. 
\ 

'")~ ." ' --'. --_. -"'. - ' -"" ,	 \ 

5 (;9), unless otherwise' agreed. the,:indOner of 8 certificated	 
, 

6 security bx his indorsement ortheori*iDat~rof an instroction by 
.. "	 

1 his 0MIDitibn assumes no obli8ation~~th~t: ~ the security, ~ill' be 

8 honored, .by the issuer but only' 'the. 'oblig8lions provided in 
.. ;-;-- .. ",	 . '-. - ­

9 12A:8..3Da. 
,

10 (10) .• :W!iether the penon sipina;~~ee~priateis detennined as	 i:.. ~ 

11 of the;i~ij~te of signing and' an fudOrseWtt,nt' made by" or an 
, .	 : ._ . '··:"'l·.~-·.~T' , " . ',,:: i,' ','.:, -. ~ < I ',' , . , -, . . . 
<' 
'~" .	 12 instrUction originated, by him doe$;not,)bieome \Dl8uthonzed :for 
p 

;, ,	 ,. ,----:-:- ,!':?'-.' ~ .... -... ;~..:-,-_... ~.::: .\ ... '. "'. -.:' -'--""':'-' ".. 

L 13 the purpioI8S of this chapter by virtue. 'of! any sublequ_t c.... 
; " ~ , .I 

of~tances. 'H:: ' "	 
~ 

14 
- j .,.;:~ ~ 'j -	 , , ~ , 

15 (11) ;'F.allure of a fiduciary to'· comply. with a COIltmlgga 

16 iDltrUmbt or with the law oftheStat~~tia~, jurildicticiia of tha 
. ·· .... ,-:·"·...,:<·~:r_.	 '.' -".':'!""".::';:'_"~ '''', .i,.:4 ."" ",- ._-:: ..... ".' ". 

17 fiducial:f~nlationlh1p, includinJanY;law:regj#rinB the fUb:iag to
. . "-, <:..'~;-r ~ ..' -, .",: ~.;;': >,', ,",:,::~;- ,'. _', ', . 

18 obtain':~"approval of the tranSf~~I:Q~~ •• or nleue.does nOt 
19 render' Jdi indonement or an, ',inStruction oriainated' by ,him " 

20 unaUtbori~8d for the DU11JOS8S of thiS dlapt~~. ' 

21 (cf: P.L.tge~. c.I88. s.16) 

22 27. N.I.S.12A:8-309 is amended to ie_as follows:.' " I	 " " ,[ 

23 12A:8-309. Effect of Indorsement Witho*"tDelivery. 
'.!: 24 Anindonement of a certificated security~ whether special or 

25 in blankj;does not constitute a t_fer~~ti1 delivery of the 

26 certific't~ security on which it appearsQlj; if the indorsementls 
27 on a ~te docmnenta until delivery of both the document and 

;:'	 
28 the certificated security. 

29 (cf: N.J.S.12A:8-309) 

30 28. N.}.S.12A:8-310 is amended to read as follows: 

31 12A:8-s10. Indorsement of Certificated Security in Bearer 

32 Fonn. ~', indorsement of a certific.t8d~ty in bearer fonn 

33 may givlhnotice of advene claims (t2~f,.-304) but does not 

34 otherwise:, affect any riJht, to reptratlOli the bolder [may 

.. 35 posIeis) 'ese•••. 
r
"I . 

36 (cf: N.J.S.12A:8-3tO) 

l-	 31 29. N.},S.)2A:8-3U • amended tonad. follOws: 

r 
I: .. 38 12A:8-311} Effect of Unauthorized Indo.ment or Instruction. 

39 Unless the owner or plgee hIS ratified an unauthorized 
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1 indftrsement or instnaction or is otherwi., 'precluded from 
assertbta its ,.ineffectiYenes.Ci~ ! 

3 (a) He may assert its ineffectiveness a8~inSt' the issuer or any 

4 purchaser1 other than a purchaser for v81Ufil)Uld wi'thout notice of 
• 

5 adverse clairsl who has in good faith recelred a new. reissued! or 
6 rereSistered. certificated security onre8i~~ration of transfer or 
7 received ..••. an initial. transaction stat~~ent confirming .the 
8 registtatio'n of transfer. pledge.or"Fele~e' of an equivalent 

9 uncertifi~~ted security to hidli~d" '. " ., .­
;..,':! 

10 (b) ~: issuer who registers the' .tr~fer of a certificated· 
11 security,Upon the lDlauthorized i"~ig~~t or who regiSters the 

<"". ;.;:~ " " ";'::: ,. ,;"t,;:~' ,...;' ".> , ' 

12 transfer. pledge. or release ofanuncertificated security upJn' the 
. " •.:: ;:; • • . -:." ; .;;~. : ".' :;, -::::: t . C - • ". •• 

13 unauthO.nZed instruction is subject.: to'iliability for imp~per 
• ,-.W,=, '<,' 

14 registrati~n (12A:8-404).
 
15 (cl: N.J:S~12A:8-31t) .
 
16 30. N~'j,S.12A:8-312 is amended to Naci'8'S follows:
 .... . .. ' .•..•... ,;<::. I 

17 12A:8..;~12. Effect of GuaranteeiDl:.SiF"t~relorl. Indorsement 
or instruCtion. . .,; e·18 

19 (1) A4~ person guaranteeing a sllnat~ of an indorser of a 
. ,; , . . , ,. '- I' ~ 

20 certificated, security warrants thatatthe.tw.e of sipingl 

21 (a) 1be:sipature was genuine; larid] 
,'., ' 

22 (b) The signer was an appropriate person to indorse 

23 (12A:8-308)i and 
24 (c) The. signer had legal capacity to sign. 

25 [But theauarantor does not otherwise w~ant the rightfulness of 

26 the particUlar transfer.] 
21 (2) [Any person may guarantee an ind9rsement of a security 
28 and by sodoinS warrants not only the si"'ture (subsection 1) but 
29 also the· rightfulness of the particular transfer in all respects. 

,.; 

30 But .110 issuer may require a guarantee of indorsement as a 
31 conditiorrto registration of traDilfet.] 
32 AnY .P§rson guaranteeinl asilnature of the originator of an 
33 insttuetion warrants that at tbetime cit.: 
34 (alThe signature was genuine: . 

35 (1!1 .' .Tlie signer was an •appropriate person to orimate the 
• ..' . <'" ,',J': . ';; "'.A , .,' . , ':i" 

36 instl'llCtion '(t2A:8-308) iftbe PitsOrigectfied"in theiDstruction 

31 as '~ .. ,. ~gistered owner or ·· ...inStered Dledaee' .of '... the 

38 uncertftlcated security was, in fact: the registered" own.r .or 

39 reldlt.,Hd plgee of the security,U to :~hich fact the gUlture' 
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1 guarantor makes no warranty;
 

lc) The siJlller had le881 capacity to sip; and
 
. _.. i ... 

3 (d) The taxpayer identification number. if any, aDDeal'ina on 
, . " - ", .r',~'" . 

4 the "instruction as that of the resjste~~ owner or reliStered
 

5 pledsee w~ the taxpayer identificat,ion nUmber of the sitrDer or
 
" - '.' ........
 

6 of the owner or pledsee for whom the siaiter was actins.
 
7 (3) Tl1he .f~regoing warranties arerqade)o ,any person taking or
 

8 dealing with the security in reliance orLthe guarantee and the
 

9 gua,rantor is liable to such person for ¥y loss resulting from
 

10 breach of the warranties.) 

11 Any ,person specially .guarantee~R' the silllature of the 

12 orisinattii- of an instroction rnak_n6t olllY the warranties ofa 
C'; "," -., - - "-!j '-':' - #~./ 'f - "'-_.. . '. - .. 

13 sisnatute: guarantor (Subsection (2)) b~t-' alsO warrants that ,at the 
. ,·;-:-~S;.i::' '-'. ;:":~:-;."-;-'~' .! ~': ;Afi.- . ,: -. : -. 

14 time the'instroction is presehted:to'the iUiier:
 

15 (a) _~e person specified"in~e .ms~~tion·.as tira- reli§tered,
 

16 owner b"f: registered pledBeeo' ,the uncertlficated security will he
 
11 therep'tered owner or resisterecl'pl8dJe~ilaDd
 

~ ': i , , " . "." ~ .. ,-, _" ";' ,,-";'f, L. :. .-~ 

18 (b) , The, transfer, pledge, or . release "of the uncertificated 
19 security requested in the instruc!~C)#"jwi1fbe relisterecllwthe 

20 issuer free from all liens, secUri't{iDteiesu,. restric'tiOll$,and 
I ). . . ·.F:,,, 'I';;:i L~ • " 

21 claimsofhe'r than those specifi8dm;theIiD8~NCtion. 

22 (4) the 19uarantor undersu~ti~~:11i 'incl(2) or -the special 

23 IU@18Dtor under subsection (3) dcjii&':riot cathel'Wise warrant 'the 

24 rishtfU1n.ess of the particular transfer, pleBe. orre1ease. 

25 (5) Aliy person guaranteeiDa an .inao~etnent of' a certificated 
" - - " - . 'T • ,- - - -. 

26 security [makes not only the warranties of a sipature Pl-IiItOf .. 
,,' . : " ", . 

21 under' sUbsection (1) but also warralitsthe riahtfulness of the 

28 particular transfer in all respects. 

29 (6) Any person guaranteeinRan inatruction requestina the 

30 transfer~pledse, or release of anuncertificated securitymakel 

31 not only the warranties of a speci81silffl~ture guarantor under 

32 subsection (3) but also warrants the righftulriess of the particular 

33 transfer"plectRe, or release in all respects. • 

34 (1) No issuer may require a SPecial. Jguarantee of sipature. '. .~.-. . 

3& (subsection (3)), a guarantee of indorsenie~t (subsection (SU, or a 

38 prantee ;of instruction (subsection (4)) as a condition to 
, .. . 

31 reaistration of transfer, pledRe, or release. 

38 (8) Tlie foregoing warranties are made to any person' takinl or 

39 dealinsWith the secwity in reliance on the guarantee, and the 
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j1 Jruarantor is' liable to the person for 8IIY loss resulting from 
J 

2 breach of the warranties.
 
3 (ef: N.).S.'12A.:8-312)
 

I • 

4 31. N.).S.12A:8-313 is amended to readc.u; follows: 

5 12A:8-3~3. When [Delivery] Tr8i1Sfer: to [the) Purchaser 

6 Occurs; (F'\lrchaser I s Broker] Financial'lntemlediary as (Holder) 
..- ." '-_.,.,.....,--,." . 

7 Bona Fide~urchaseri "Financi41lnte~~di~rY.l 
8 [(1) Deliyery to a purchaser occu~ whep' , 

9 (a) He or a person designated by him a.dquires possession of a 

10 security; Qr 
;. " ':: 11 (b) ffis broker acquires PQ~esijq#,C)f,::a security specially 
;, 

, , ' i,'. ,,':'" 
.~ :,: : 12 indol'$edt'Q, or issued in the napt., of .~'fpq~aser; or .." -.' ' \ 

,I 
'"¥13 (c) His;,broker sends him confi~fiiip :~f:'the purchase and also
 

-, ' 

14 by boo~ ~try or otherwise identifi~:,'a.~Pkific security in the
1 :" 

15 broker' ~~ession as belonsiPS tC)tbe:;~r; or 

16 (d) With'respect to aD identitied,~~ri;iy,~to be delivered while 

11 still inttae possession of a ~:;e~n when that person 

18 acknowle4t~ that he holds for the~t; or 
. .~ 

,': j
'! : ,~ : 

19 (e) APiiropriate entries on the booksotT~ clearing corporation 
,,,, j 

20 are made' ,_der 12A:8-320.
 

21 (2j1be'lpurchaser is the owner of "J;~ty held for him by.his
 
, . ~ -', . . 

22 broker. but is not the holder exceptassp8Cified in subparqraphs 

23 (b). (c) ~(e) of subsection (1). Wh.~-~. security is part of a 
~. J 

24 fuqible ,~ the purchaser is the~r of a propOrtionate 

25 property i.Jlterest in the funsible bulk. 
26 (3) Notice of an adverse claim recei". bY the broker or by the 
27 purchaser after the broker takes dellv.1')' 'as a holder for value is 

28 not effective either as to the broker o,as to the purchaser. 
29 HoY/ever.-as between the broker and the ,,1irchaser the purchaser 

..; ' ... 
t l' 30 may dem~d delivery of an equivalent ~urity as to which no
 
,', 

31 notice of an ,adverse claim has been received.)
 
-, \ ' ,. ',' 

32 (1) Ttjpsfer of a security or a limited, interest (includirur a 
:;X: ., ::~ 0:".: , ',.': '-:4, ;: •

33, security,interest) therein to apurql!asetocb\Jrs only: 
34 lai At:Jlhe time he or a· penond"'.ted bY him acquires 
3& possessiotl;ol a certificated &Rurity; •. ; 
I 

36 (b) Ai', the time the tiimifet,pl_. or release of an
 

3~ uncertific~ted security is', NJdsteI'lH(:W. ~ him ora penon',
 

, " 38 designated by him;
 
39 . ~i .'At the time his financial intlftlUldtjxacguires. poaession 

:: :'t 

\. , ~" 
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t of a certificated security specially indo~ to or issued in the
 
2 .name of the purchaser;
 

(d), Atth19 time a financial intennediary, not a clearing
 

4 corporation. ~ends him confinoationof th~':Purchase and also by
 
3 

5 book enh"X'.or 'otherwise identifies as belonRlng to the purchaser
 
6 (i) a' specific certificated security;: in the financial
 

7 intennecliafY's possessionj .
 
8 (iilaq~~tity of securities that cons:t~~~te or are part of a
 
9 funsibletiWk of certificated securities in the financial
 

10 intennedialix' 5 possession or of uh~er;tificated securities 

11 reRisteredj~ the name of the financl81tHt'e;mediary; or 
12 (iiilll~!__tity of securities' that:cons~'it~teor are part of a 

13 runsible,~b.Wk of securities shoWn'~n\!the 8'c~b\Ultof the financial 
'. - ,':, - ~. -: - - -,' ': :~.: .. (~/:::~~.:;;::; ~: P, '.,': ~~ . '.' - - . -- . 

14 int'enn8Clig on the books ofanothet~fmancl81 intennediarvj
c.'''·.~·'''''' 1 - . ' ':, ,::.':i;"':::',')J~'j!.~:," ~ .. ' '-' ':fD ",.-,:"­

15 e With I ct to an identified:l'terHfi~atedsecurit to be 
J. ~. ,:.::,:.)~;:~;;;~/,:,~_..~ ... 

16 delivered while still in the ·._bn[of,'a third person; ,not a 

.7 finUU:i.a:lntermediary, at the tim~ diat;::I»tt~ acknowledlesthat 
he holds far the purchaser;' ., '''ft,>18 

: -: , _. ' :_:~:;:: I " ". 

19 (0 With: imect to a specificuncei1ificated security the 
" 1 ': . ";, . \.:, . ,~:',., '. 

20 pledgeotJransfer of which has· beeD .rept-.red to a' thirdpe.... 
_..,:: . ". ~ - :'! ,~::- (-;'~~ _. < .: 

21 not afmancial intenoediary, at me) time that pep
; " .;. :.,J - - . ""., c. ~". " • 

22 acknowledles that he holds forthe~_r; 

23 la) At~e time appropriate. entri~ to ~ the account of the 
24 DUrchuer:of a person designated "bY him on thebaobof. 
25 clearinBcoJpofation are made under 12A:8-320j 

26 (hI .witll respect to the transfer of a security iDte...' where 
27 the debtor 'has signed a security amement containlnaa 

-:: " 

28 description of the security, at the UJrie,~!·written notification. 
"

> 

29 which. in ,the case of the creation of the: security interest, is 

30 siped bY1,. the debtor (which may be a):o" of 'the' security 
31 yreement., or which, in the case of the reI~ase or assisnment 01 

32 the security interest created PU1'SU8I1tto this pargraph, is siJmed 
33 bY the sed.6red party, is received by .. 

34 (i) a fift'8nl~ial intermediary on whose boOb the inte~t of the 
I: 

transferbf,in1the security appears; 
36 

35 

(ii) a· tlUrd person, not a financial intenn.....rx, 1ft ••••ian of 
37 the security, if it is certificated; 
38 (iii) a third person, not a financial inf.im!dltg, • " the 
39 registered owner of the security, if it it .....'ftsI!!!I and not 
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." 
1 subject to a resister.ed pledse; or
 

2 iv a fhi rson not a financial intermedia • who is the
 

3 relistere~ pIedsee of the, security, if' it,is uncertificated and
 

4 subiecttoa registere~~ledJle;
 

5 (i) .. With respect to the transfer of a~~urity interest wherf!
 

6 the transferor has sisned. a security as'feeme"t c:ont~ini!!8-!!
 
. . .. _r' .. ",~, /' . . ' 

7 descripU~~ of the security. at the time new value is given by the 

8 secured p,~~rty; or 

9 m.With respect to the transfer of .a ,security interest where 

10 the set'or~d party is a financial intei'rri~diaij, and the security has 

11 alre~dy,'/~en transferred' to ' th~ ';~ifnanciJI . intennediary und~~ 
12 para8;a~~ (a), (b), (c), {d),or(j),~t. th~"lline ,the transferor Itu 

, ' :"".!' ", "." • ";"", ..:,,.•.,.; - ',I'. . 
, ' 

13 signed., security agreement cohtaiJiiJui "8, description of.' the 
14 s~ul'it.y~~d value is given bY'th~'je~im3d felrty. '. ' 

. _ ... : .... :; : . " . :," " ;., ","-: - .. :: . ' ,.- J .. -;, "" ". . 

15 (2) .~~~: P9rchaser is th80wrie~,of~a.'!~ec¥.ritY he~~for bimbya 
16 financl81,,imtennediary, but ·cdf·b8' a bOlla fide purchaser" of a' 

17 securitJ~}j;o. held except in ':iher:'citduffistanceS specified .in 
-, ,.."':.: ;- ..:-\.:;:..: 11\ . .,',: :>.,,:~~,; .. -: ,.~~'.' ,,' ',""~ :':.-:'" 

18 par!Jr!pbs fsla....OO (il, and (al or-sUbsection (1). If as8Curit, so 
. ~,' !.; • .,' 'I ' '-- -' ~ r ,:"-:,<" -,' ~. .4, •I 

19 held,J8:p8rt' of a fgble buik, ;u'jQ ;th& circumstances specified 
.' ' -:~~' -'!'l~ ,.... .),~~":",~{.:.'.:.~,, J.. ,~'; . . : . ,":" -".' . ­

20 in par~.phs (d) (iil and f!D.(iliJ;of,Sllbiection<(t), the purchaser is
 

21 themvbe~ of a proportionate ,pnJp~ii)/'futerest in the fungible'
 

22 bulk.
 
23 (3) Notice of an adverse claim, ,received by the financial
 

'- ",,"j - . 

24 iDleimediiry or by the purchaser atter.th~i·financialintetl1lediary 
. .,"1 .' '.. : ,. , , , 

; Ii';' 25 t.lld.lIvery of a certificated securitYnasa holder for value or 
,,';) 

. :i" 

26 afte~. tb. transfer, pledge, or' tei~"'.H1,of an 1Dlcertificated 
27 secUrity.h. been registered' free' of'ttii claim to a financial 

.. ", .-'" ' . . -" - ::'('~' , ." '. - .. 

28 intennecHary who has given value is :not e£t~ctive either as to the 
29 finiriciril~( intennediary or as to ,th~ ·ptiichaser. However.' as 

30 bet.~,een;,;,the financial int~rrtlediarx 'asld the purchaser. the" 
31 PUl'Cb~i' may demand trliDsfe~ of ari 'equivalent security asta 
32 which:ndthotice of adverse claim has ~en;.ceived. . 

33 (4) 'AX "~inancial intennediarY" ..... '.-,ribank, broker, clearina'. 
34 corpqratibn\ or other petson(or tbe·neiiifinee of any 0' them) 
35 wbicbbi: the ordinary course of its ... maintains sec~ritf 

. . , • ., I •. . 

36 ac'countsinfor its customers and is· actina in that capacity.' A
 
31 finan~i~Lintennedia1'Y may have I'_wit') interest in securities'
 
38 held in, aCCO\Dlt for its customer.
 
39 (cl: P.L.1964, c.166, s.17)
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32. N.,.S.12A:8-314 is alnlmded to react~ follows:
 
'12A;:8.,.314. Duty to [Deliver] Transr~~~:~en Completed.
 

[(1) Uri'l~ otherwisellreed whe~~8ileof ,a security is 'made
 
on an exchange or otherwise throUgh-~ij)ke~ 

(a) The selling custonierflJ1fi~'~ ~~_y'to deliver when he 
places S\lch a security in the lJC*eS$ion,o"-the selling bl'Okerorof

";J ".,-,.~I' ,I,;., ' '. 

a 'P.,rSQp ,designated by the broke~~r' ~r requested causes an 
·'.• i 

acknoW.edBment to be made to the ..~l.t1Pg; broker that it is held 
" , , ..:.j 

for him; ~d 

(b) 11be, selling broker including a4iQfie$Pondent broker acting 
:'. ": _.: _, ":" ,. , _,' :'t~:,:" ~ c... 1 I -.for a s8~ customer fulfills his 'f1.ijfY'to:- :4eliver byplaqmg the 

securityT:§~ a like security inth~RPss~ioj 01 the buying btoker 

or ape~ designated by him or',~:e~f~~~~ clfar~e or the . 
sale irj'a,=cordance with the rules·o'f·;~',·ixchangeonWhichthe 

; -:1 

t~ction took place. ­
-'­

(2) ~c;ept as otherWise ptovi~jd;:jp tJds section and unitS r 
, ,,-.;.) . .:, ,.;_0_,' • 'I 

otherwiSe·. ~g,reed, a transferor' s eJiity.::t~(~ver a securi~ ....r 
.. . .... ."". _ '. • 1 ~"l : . 

a contr."cf0' purchase is not fulfU1fJdunJll~heplac;.,theaec:urity 
,. ~ :,<'--t' " .:--- '.,' : ' . 

in fonnto be negotiated by the' ~1l~~ .iD: the(lOlll8lilOft of the 
pUrchaser ,or of a person desigQat.ci;1w1hiin~or at th~ purchaset's 
request caUses an acknowledgment ·to:~::~.de t0thermch88et 

that it is held for him. Unless mad., .QJi. !~ exchlJll8 a sale to a 
bl'Ok.,r ~h8Sing for his own accountisJWithin thissubsectiOIl 
arid notMtmn subsection (l).J 

tn, lJld~ otherwise greed., if a sale.ot:;. security is made on 

In. exe.e or otherwise through brokers: 
lal '1be'~;selling,customer fulfills his dub- to tl'8DSler at the 

time he 
(1), ,lac. a certificated security in thegsession' of tbe sellina 

broker or 01 a person desianatedby the 'brOker; 
liil caUses an uncertificated securitY. fo~,be reptered 'in ' the ).',

.'1:'.

name orithe selling broker or a penond.ated bY the ..broker; 

(iii) If~ted. causes an acknowl~.~!'t to be made to the 
sellin&&mker that a certificated o'r .uncertlticated ,security is 

.(~ -' . 

heldfdrthe broker; or 
livlp.liees in the possession' of the' liwg·:bl'Oker or ofa person 

!lesignatetl'. by the broker a tr"tet:'';-~tMtion ,tOr".an 
Wlcertiticated security. pl'Ovidinl the}." ~ not- refuse to 
register the requested transfer lithe lristructlon is pNIIIlted, to 

1 ""j' • 
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the issuer for resistration within 30 daysther-eafter; and 

lb) The ,selling broker, includinK 8 correspondent broker acting 

for a selling bustomer, fulfills' his duty to trarisfer at the time he 

(i) plac~ ~ certificated security in the ~ession of the buying 

broker ora person designated by the buY~8I)!oker; 

(ii) causes an uncertificated security to::6e registered in the 

name of the buying broker or a person dejijpated by the buying 
• '- - ," '~e" 

broker; 

(iii) places in the possession of the bUYiil,J;brokeror of a person 
" ,.- ' . "":,' r 

desilllated":'bY the bUYing broker atmler instroction for an 

uncedific~ted security, providing tlle;.i$sU.~ does' not refuse to 

registe~"~~ requested tl'8DSfe~. if ui~" init~tion 'is presented to 
~ !I" ..... - , - "',:: .,:,. " '" . :;/0": y "'A"_":: ~ : ' .. 

the issUe'r?for registration witliin30;dap;.(tlereafter, or , ~ 

(iv) •effects clearance of the s81e'iri .ac~ori_ce with the rules 
- . ._ --. ;",- - _':,.' '. ~--;" ~~,Li, :, -: ,. ~ r. -~ J' - . . . 

of the exChange on which the :transaction to-Ok.wace. 

(2) ,Eibi~t as provided inthU~~tiori":~d uDIess otherwise' 
. - . ,',,;';1 .. . -. -.. -.- ". _,'"r",:":,- -1"-1 - '. 

greed,a;': transferor's duty tO~li'arlsf~~;a security under a 

CODtrac~.:~I:~818 is not fUlfW~ un!"~t~~~: , . 
(aIPlac!I' a certificated securitlfittfonn~to be negotiated by 

the~r in the possession of .ttie:Wuer or of a person
: -::.. ~ .:r-:.: ; - .. -·-·:~.T: . . 

......t.... the purchaserj" 
- ..",.. -':". :

1M ,Ca_ an uncertificated securitytcfbe registered in the 
name,o'.!be purchaser or a person~pit~~lbY the purchaser; or 

-I ~ : ;:_ ,.:.",:;" . . 

.~ purchaser requests. causes,iIl '~knowlfdgment to be 
made ·to ~ purchaser that '8 certiflclt. or UIlcertificated 

securitY: J8;~e1d fot the purchaser. 
•(3lUnlela made on III exchanBe. a sale to a broker purchasinB 

for. his cnW. aCCOlmt is within SUbseCtiOIl~: (21 and not within 
sublectioll:(tl. 

(cf: N.j.S.12A:8-314) 

33. N.I.S.12A:8-31& is am~~ed to readufollows.
 

12A:8-3is. Action Against (Purchaser) TtimSferee Based Upon
 

WronafU11,.nsfer. 
.r • 

(1) Ally'" person against whom the transter of a security is 

wronafultor'any·reuoo. includina his inc8P~~ity. (may]!! gainst 

8ftYC)JI8 eXC::ept a bona fide purchaser (reclJim possession 01 the 

I8CUrity or obtain possession of any new security evidencinl all or 
part of the same rights or have damqesJ. maY:
 

(al Reclaim possession of the certificated security wro!l&fully
 

;'" 

I 
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transferred; 
(b) 'Obta~ poaeaion of lilY new certificated security 

representing1all or part of the same rights; , 

Ccl Compel the origination of an ~truc~ion to transfer to him 
or a person desisnated by him an uncertificated security 

constituting all or part of the same rights; or 

Cd) Have damages. 

(2) If the transfer is wrongful beca~~ of an unauthorized 

indorsement of a certificated sec~t"the owner may, also 

reclaim or obtain possession of the ~uri,y. or! new certificated 

security" even from a bona fide pu~r~: ;if the ineffectiveness 

of'the"P':IfiIOrted indorsement CIII be ~~ed qeinst him under 

the provisions of"this chapter on unautborized indorsements 

(12A:8~3tl). 

(3) The right to obtain or recl~m~pcJI'.ODof a certificated 

security or to compel the ori_ticJli,ct'l~'tnmsfer 'iDstrUctioD 

may, be ~ificallY enforced .. li~21 the tl'llllfer ,Cif a 
certificated; or 

: . 
uncertificated ",secuftty,:,enjoinecl

:.. . -. '. - ...". '-. "~ 

and [the) ! 
certificat~ security impounded pendi _ th. Utigation. 

(cf:N. I.S;12A:8-31&) 

34. N.I.8.12A:8-316 is amended to read. follows: 

12A:8-316. Purchaser's JUaht toR~tes for Registration 

of Transfer, Pled8e, or Release OIl Boob. 
Unless otherwise apeed1 the tl'8DSfe~f of a certificated 

security" or the tr_feror. 'pledlOr. ,or p1ed&ee' of an 
UIlcertificateci security [must) on due detnand shall supply his 
purchuerwith any pl'OOf of his authority to translef, pi..... or 
release or with eny other requisite [whiebmay be) neceM'17 to 
obtain reptration of the transfer, plege. or rele.. of the 

securitYibut if the transfer. pledse,orrel8ase is not for vlII_" • 
transferor, ·pl.r, or pled&88 need not do so ...._ the 

purchaser f~mishes the necessary expen$es. Feilure within • 
reasonabl~ time to comply with a demand made (within • 

reasonable tbnel gives the purchaser the right ·to reject or rescind 

the transfer, plege, or release. 

(ef: N. J.S.12A:8-316) , 

35. N.J.8.12A:8-317 is amended to read as follows: 
12A:8-311. [Attachment or Levy Upon Security) Creditors' 

Rights. 

j 
:1 

;! 

,, 
.',\' 

, , , 

., 
1 
~ 
I 

,f 

! 
~ , II 

'" 
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1 
I 

1 (1) SUbie~t to the exceptions in subsections (3) and (41 [No) !!2 

2 attachment or levy upon a certificatedesec;:urity or any share or 

3 other interest [evidenced] represented thereby which is 

4 outstanding lsh,all be) is valid until the sec\1rity is actually seized 

l'
·. 5 by the officer making the attachment or levy~ but a certificated 
;;;" 

, 6 security which has been surrendered to the issuer may be 
<. 7 [attached or levied upon at the source] reached by a creditor.~ 

8 legal process at the issuer I s chief executive office in the United 
!.	 

9 States. 
10 (2) [A creditor whose debtor is the owner of a security shall be 

11 entitled to such aid from courts ofapprppriate jurisdiction, by 
12 injunction or otherwise, in reaching S\lchsecurity or in satisfying 

., 13 the claim by means thereof as is ~C)w~~ at law or in equity in 
1--' 

I	 14 regard to property which cannot readily be attached or leviedr: 
,1
.! 

,. 
. 

15 upon by .ordinary lesal process.] 
16 An uncertiticated security resistered in the name of the debtor 

. I '. .... , ;'r: '. .' 
17 may DOtbe' reached by a creditor except by legal process at the 

18 issuer' sChiet executive office in theUnit8d States. 

19 (3) The interest of a debtor ina certifi~atedsecurity that is in 

20 thepogession of a s~cured party nOt· affi.\8Ilcial intennediary or 
21 in an uncertificated security registered in' the name of a secured 

22 party not a financial intennediary (or in the name of a nominee 

!. 

i
! 23 of the secured party) may be reacbedlw a creditor bx lelal 
h 

I 
·i,	 24 process upon the secured party. 

25 (4) ·The interest of a debtor in a certificated security that is in 
26 the .possession of or registered in the. ',. name of a finlftCiai 

: .,	 27 intennediary or in an uncertificated~rity registered in the 
28 name of a financial intennediarx maybe reached by a creditor by 

29 lelal process upon the financial intennedlarx on whose books the 
30 interest of ,the debtor appean. 
31 (5) Unl,. otherwise proVided bylaw, a creditor's lien upon 
32 the intereSt of a debtor in a security obtained pursuant to 
33 subsection (3) or (4) is not a relttairlton the transfer of the 
34 security, free of the lien, to a third' party for new value; but in 

~ ,.	 

35 the event of a transfer, the UenaPDU". to the proceeds of the 
36 transfer in the hands of the. S8Cured party or financial 
37 intenn8diary, subject to anY claims havirWpnority. 
38 (8) A creditor whose debtor is the owner of a security is 
39 entitled to aid from court. of aPbl'Oprlate jurisdiction. by 



j 

~! 
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1 injWlCtion or ~therwise, in reachinl the security or in satisfYina 

2 

J 

4 

the claim by 'means allowed at law or inequity in relaM to 
• . • ,~ ' .R _ 

propert)'th8:t cannot readily be reached bYonilnary le8al process. 
(cf: N. J.S.12A:8-317) 

5 36. N.J.S.12A:8-318 is amended to read as follows: 
6 

7 

12A:8-318. No Conversion by Good Faith [Delivery] Conduct. 
An agent or bailee who in good faith ·(incl~ding observance of 

;1 

8 
9 

reasonable commercial standards ifhei~' in the business of 
buying,sellingL or otherwise dealing with set\,lrities) has received 

. 
"' 

10 

11 

12 

13 

certificated securities and sold, pledgedL or 4.~livered them or has 
" 

sold or caused the transfer or pledge of uri~!.rtificated securities 
over which he had control according to til" instftlctionsof his 

. . _. ,"'.1 

principal1 is not liable for conversion ot~tor participation in 

14 breach of fiduciary duty although the pririi;lpal had no right [to 

15 dispose of them] so to deal with the securities. 
16 

11 

(cf: N.J.S.12A:8-318) 
. j , 

31. N.J.S.12A:8-319 is amended to read ufollows: 

18 12A:8-319. Statute of Frauds. 

19 
20 
21 

A contract for the sale of securities is not enforceable by wa, 

of action or defense unlessl 
(a) There is some writing signed by the ,party against whom 

.. ,., 
22 
23 

enforcement is sought or by his authorized qent or broker1 

sufficient to indicate that a contract hu bHn made for sale of a 
24 
25 

stated quantity of described securities ata defined or stated 
price; [or] 

26 
27 
28 
29 
30 

(b) Delivery of [the) a certificated I8CU1it, or trlllSfer 
instruction has been accepted, Of t_'.,'of en uncertificated 

. . . . . . I . 

security has been resistered ..... thettag,lf.ree bas fail_to send 
writtenobiection to the i8uer within to 'ailafter receipt of the 
initialtratasaction statement amfinnlfta· 'the relistration. or 

, 
-,I 
! 

31 
32 
33 

payment has ,been madel but the contnct is enforceable tinder . 
this provi$io~1 only to the extent of . [such] the delivery! 

r 

relriltraUOiI, or payment; (or] 

34 (e) Within 8 reasonable time a writing in confinnation of the 

35 sale or Pbrchase and sufficient against the sender under 

36 panaraph (a) has been received by the part, qainst who,n 
31 
38 
39 

.forcerrulilt is soUlht and he has failed to send written objection 
to its contents within [ten] to days after its receipt; or 

(eI) The party against whom enforcement is sought admits in 
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1 his pleading, testimonY1 or otherwise in court that a contract was. 
2 made forfhe sale of a stated quantity of described securities at a-- , 
3 defined or stated price.
 

" 4 (cf: N. J.S.12A:8-319)

1'­
~, : 

5 38. Section 18 of P.L.1964. c.'166 (C.12A:8-320) is amended to 
• 

6 read as follows: 
i,' 
! I"~:	 7 18. Transfer 01' Pledge within raJ Central Depository System.
 

8 (1) [If a security
 ,
i 1 

:,.,I'1'" 9 (a) is in the custody of a clearing corporation or of a custodian 
Ii', 10 bank or a nominee of either subject to the, instructions of the 
~ .. ' -, . 
I	 

11 clearing corpOration; and 
12 (b) is in bearer form or indorsedinbJJDk by an appropriate 

13 IH'rson Of, registered in th~ name of fheclearing corporation or 

14 custodian bank or a nominee of either; and 

15 (c), is $hewn on the accomt of atranaferor or pledgor on the 

16 books of the clearing corporation; 
, ;,. 

17 then, in addition to other methods, atrapsfer or pledse of the 

18 security or any interest therein may beeft~ted by the'makins of 
19 appropriate entries on the books of the clearing corporation 
20 reducing the account of the transferor or pledgor and increasing 
21 the account of the transferee or pledgee by the amount of the 

22 obligation or the number of shares' or rights transferred or 
23 pledged.] 
24 Inaddit~on to other methods. BtnDIfer.:~~ledae. or relelle ofa 
25 seeurityor any interest therein mu be etlected,bY the makina of 

- -". ",'. . ',': 

26 appropriate entries on the baog'01', c1earkur col'llOration 
27 r8ducg"the account of thet_.tOr.' r. or ,I__e and 
28 iDcre88iDj the Beeoml of thet...., ~ or pledaor bY 
29 the amount of the ob1ilation. or , r o, resot I'Iahts 
30 transferred. plged. or releaaed, if tht,lIcurity is shown on the

"	 . - .- .-.~~-;,. 

31 accounl.,()fa transferor. pledlor. or pleJIIlIe on the books of the 
32 clearinl,,:corporation; is subJect to the, COntrol of tb., clearina 

. ~ :'.: 
33 corporationi and 

" 34 fa) IICertifieated. 
3& liJiSin the custody of the clelll'ina corporation. another 
36 elearinl·corporation. a custodlen bItik. ot anominee of trW of 
37 them; and 

, 
38 (ii) is" in bearer fonn or indoned in blenk by an aDDroDriate 
39 petlOnar naill_reel in the name of' theclearina col1loraUon. a, 
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('	 
1 C\8todian bank, or a nominee of anI orthenliOr 
2 (h) If uncertificated, is reRistered in ·t~e name of the cleafin. 
3 c0l'lJOraUc)D, another clearing corporation, a custodian bank. or a 
4 nominee of any at them. 

5 (2) Under this section entries may be made with respect to like 

6 securities or interests therein as a parLQf a fungible bulk and . 
1 may refer merely to a quantity of a parU~u1ar security without 

8 reference to the name of the registerec:t owner, certificate or 
9 bond numberj, or the likej, and, in app~priate cases, may be on a 

10 net basis taking into account other trqfers [or]l pledges~ 

11 releases of the same security. 

12 (3) (A transfer or pledge under this section has the effect ofa 

13 delivery of a security in bearer f(Jrm' Q1':'Jluly indorsed in blank 

14 (12A:8-301) representing the amoUrd ol)he obliga\i!:H' or the 
.	 -. ."." t'; .-. 

15 numberofsbares or ripts transfer~·.otpledged. If a.·....... or 
16 the creation of a security inte_t ,is .. i(ilended, tbemaldnl of 
11 entd. bas the effect of a takina of 4,Uv." by the P or a 
18 S8CUi8d party (12A:9-304 and 9-30'). ~:~tr8lllIeree or ........ 
19 under this section is a bolder.] A ttlal'~ under tbIa seCtIOn 'w 
20 ellecti~e-l12A:8-313) and the d~r'.... thfiriahtaof'tlle 
21 transleror,,(12A:8-30t). A pledaeo~>~ underthi8 liefiODll 

22 the. tnnIf.r' of a limited intereit.u!i~_ or th8 creation of a 
'l3 secufttyh1terest is intended, the .tl'ulterest japedectedat 

, ,," - :,ji:+, - . .,' 

24 the tiBie,when both value is ·.Jdv.,bf~:;the ple.e, and·· the 

26 appropriate entries are made (12A:8-3il). A transferee or 

26 pled8ee, .UDder this section may be a,"'bona fide purchaser 
21 (12A:8-302).. 
28 (4) A transfer or pladae under this section [does] is not 

29 [constitutfj] a registration of transfer under, (subsection 4 of this 
30 chapterl811bchapter 4. 

,I	 -, 

31 (5) That entries made on the books of the clearing corporation 

32 as provided in subsection (1) are not appropriate does not affect 

33 the validity or effect of the entries (nor]. g£ the liabilities or 
", 

34 obligations of the clearing corPoration to any person adversely 
36 affected thereby. 

36 (cf. P.L.19B4, c.l68, s.18) 
31 39. Section 12A:8-321 is added to the NeW Jersey Statutes: 
38 12A:8-321. (New section) Enforceability, Attachment, 

39 Perfection and Tennination of Security, Interests. 

• 
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1 (1) A security interest in a security is enforceable and aaJl 

2 attach only if it is transferred to the securtKi party or a person 

3 desigriated by him pursuant to a provision of .12A:8-313 (1). 

4 (2) A s~urity interest so transferred pu~ant to agreement by 
I 

'r' 

5 a transferor who has rights in the security to a transferee who 

6 has given value is a perfected security interest. but a security 

7 interest that has been transferredso~elY ~er pa,ragraph (i) of 

8 12A:8-313 (1) becomes unperfectedafter ~1 days unless. within 

9 that time. the requirements for t,rans(er under any other 

10 provision of 12A:8-313 (1) are satisfitKI. 

11 (3) A s~uiity interest in a security is $Ubject to the provisions 

12 of chapter 9, but: l. ' 

13 (a) No rUing is required to perfect thlll security interesti and 

14 (b) No written security qreemllltii~"d by \~e debtor is 

15 necessary to' make the I8CUrit, intl!l~t~orceable. except as 
16 provided in parqnpb (II). (i). or 0)01 t~A:,8.4:313 (1). The secu~ 

11 party has the rilbta ad dutt.pmvided ~er 12A:9-201. to the 

18 extent_.re applicable ther or 'not the security is 

19 certifie.t.......... " certificat wbether or not it is in his 
20 poll_ian. 
21 (4) Unl. othe............ _-=urit, iftterest in a security is 

22 tennin.ted by t~'er to the debtor or -Person designated by 

, 23 

24 

him ~t to a provilkln of t2A:a-.3t3(1). If a security is thus 

trlllSferred. the security interest. ,il nottenninated. becomes 

26 unpetfected unless the security is certincated and is deUvered to 
26 the debtor for the purpose of ultimate $BIe or exchange or 

21 presentation. collection. renewal. or registration of transfer. In 

28 

29 

that case. t~e security interest becomes unperfected after 21 

days unl.,.. within that time. the security (or securities for which 
30 it has be. exchanged) is transferred to the secured party or a 

31 person delianated by him pursuut to a proviSion 01 12A:8-313 (1). 

32 40. N.J.S.12A:8-401 is imended to read liS follows: 

33 12A:8-401. Duty of Issuer to Register Transfer. Pledge, or 

34 Releue. 

35 (1) IWbend If a certificated security in registe'red fonn is 

36 piesentedb1 the issuer with a request to register transfer or an 

31 instructiop is presented to the is8uer with a request to re.ister 

38 tnilafer,J!ledae, or release, theis8uer lis under a duty tol shall 

39 repter. the transferU!,ledBe. or release as requested if~ 
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j 

1 (a) The$ecurity is indorsed or. theinst~tiOn was orilinated
 
2 by the apprOpriate person or persons (t2A:8-3~); [and]
 

3 (b) Reqc)nable assurance is giventhatttK- indo1'8ements !!r
 
4 instructions are genuine and effective (12A:'".402); [and]
 

5 (c) The i$$uer has no duty [to inquire into]iiis to adverse claims
 

6 or has discharged [any such) the dutYl (12A:8~403); [and]
 

7 (d) AnY8pplicabie law relating to the coU'ection of taxes 'has
 

8 been compli~d with; and
 
.'i,9 (e) Thet~ansfer. pledle. or release is in fact rishtful or is to a .,.,!


10 bona fide ·pVrchaser.
 

11 (2) [Whel'ellf an issuer is Wlder advtytq;register a transferl
 

12 pledse. or release of a security~the: UJsU.~tis also liable to the
 

13 person p....nting a certificatedl8CUl'ity~iil~ instruction litlfor
 

14 registratiQil or his· principal· .for' ·l.. 
o 

-'ieswtingfrOmany
 

15 unreasonable delay in registratiollorfromfailure or refusal to
 

16 register til, transfer. pledse.or re18Ue.
 
17 (cf: N.J.S.t2A:8-401) 

i.
 

;18 41. N.j.S.12A:8-402 is amended to read~'foUows: 
~~
 

19 12A:8-4()2. Assurance that Jndors~ents"bd Instructions Are
 

20 Effective.
 
..~ 

21 (1) The issuer may require the foUowma: '....ance that each 

22 necessary indorsement of a cel'titicatea' security or each 

23 instruction (12A:8-308) is genuine "etf~ij~ei 
24 (a)lJlall cases, a guarantee of the....~ ([subsection (1) oQ 

25 12A:8-312(tl or (2)) of the perscm indijtsma a ·certlftcated 

26 security aro.ating an instruction includlg, in the cast of an 
.' ' '; . .' 

27 instruction. a warranty of the taxpaftr ideriUftcation number or,
 

28 in the abSen~e thereof. other re88ODable ........e of identity;
 
29 (and]
 

30 (b) [Where] If the indorsement is made or the instmctiOnis
 

31 originated by an 8gent, appropriate assutanc. of authority to sign;
 

32 (cl [WIf're] If the indorsement is made or the instgtion is
 

33 oriBinatedbya fiduciary, appropriate evide-=e of app»intmeDt or
 1 
I 

34 incumbency; .1 

.j
36 (d) [Where] If there is more than one fiduciary, reasonable 

36 usurance tha t all who are required to sian_ve done so; !!!!l l
l 

37 (el [Where] If the indorsement is lriad.Or the gtrpct_ is 

38 orisinatedby a person not coveted by afty' of the £ote........ 
39 assurance appropriate to the C886 cotrespOftding u nMrly u mar 
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1 be to the fOl1lgoing. 

2 (2) A "guarantee of the signature" in subs~~tion (1) means! a 

3 .guarantee sijned by or on behalf of, a petsOn feasonably believed 

4 by the issuer to be responsible. The issuer m.y adopt standards 

5 with respect to responsibility [pl'Ovidedsuclf standards) if they 

6 are not manifestly unreasonable. 

7 (3) "Appl'()priate evidence of appointnient or incumbency" in 

8 subsection (ll means:. 

9 (a) In th., (lase of a fiduciary appointed or'q~a1ified by a court" 

to a certi'ficat~ i~ued by or under thedii~c'i~~: or .supervision of 

11 that courfql" an officer thereof and d,at~;;wi,thin [sixty] 60 days 
, _ ~'''.'"' ,\ • I 

12 before thed,te of presentation for traqsfij~;'pledge,orrelease;or 

13 (b) In~y' other case, a copy 0': ~:ddCument shoWing the 

14 appointmen{e»r a certificate issued by or .,~: hehalf of a person 

15 reaso~ablylJelieved by the i$SUerto ~~ te&ponsible or, in the 

16 absence of ,[~ch a] that document or certificate, other evidence 
~~: - " " '., ~- '.: - - . 

17 reasonably deemed by the issuer to ba ,.jptOpriate. The issuer 

18 may adbPtsi~dards with respect to [sucN:th~(evidence[provided 
19 .such standJds] if they are not mamf.ily;;)mreasonable. The 

, ",- . . ". : "r'i::­

20 issuer is nOt c::harged with notice of the conttm(s of any document 

21 obtained' purimant to this parqraph (b) a~c~pt to the extent that 
: .. >,',', 

22 the contents falate directly to the appoint~~t' or incumbency. 

23 (4) Theiilsuer may elect to reqwte~psonable assurance 
\!­

24 beyond that ,~cified in this sectionl but if i~i does so andJ. for a 
25 purposeoth~r ,than that specified in ~tion (3) (b)1. both 

26 requires 8rid-:obtains a copy of a wiD. tl'Ult, lriIenture, articles of 
'>"r'-', 

27 copartnelShip, bylawsl or other controWDj inltrumentl it is 

28 charged With notice of all matten cOntainili therein afleetina 
, <. 

29 the transfer;:pledge. or release. 

30 (cf: .N. J.S.1~~:8-402) 

31 42. M.J.S~UA:8-403 is amended to read .f6Uows: 
32 12A:8-403. [Limited Duty of Inquirr.t;Juer t 

• Duty as to 

33 Advene_ClQn!. 

34 (1) AD liluer to whom a certificated .-ec~ty is presented for 

35 reptratlcilt tis ....er a duty to] shall iIlquire into adverse claims 
36 ifi 
37 (a) AwfUlen notification of an adverSe c~lUm is received at a 

., 38 tim...... iii • manner [which affords] ,. attotdinsr the issuer a 
" 

, 39 reuonabl. OlIPortunity to act on it prior to' lb'e issuance of a new, .:]: 
0 

L 

,, 
, 
~, "'. 
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1 
• 
2 

3 

4 

5 

. 

reissusd!or reregistered certificated securitYL and the 
notification identifies the claimant, thete'jjjltered owner! and the 

issue of w)aich the security is a pertLaIHL~~vides an address for 
\ '.- ~t ~.: 

comIllUni~.tions eJirected to theclaim~t;' qr 

(b) The:issuer is charged with notice of .4il adverse claim from 

6 a conttoUipg instrument [which] it has el~:Cted to require under 

7 [subsectiorl'(4) on t2A:8-402 ~. 

8 (2) The· issuer may discharge any duty of inquiry by any 

9 reason_bl'e means, including notifyirtl~, ~ ~dverse claimBntby 

10 repteredior certi'fied mail at the ••'fUmished by him or1.·if 

11 there' bti· ~~uch address! at his .(dfJnce, ot tegular plac's of 
.' . \' ~... .­

12 business that the certificated _iJrity ha,i been presented for, . '..':,' . ' ','-, , ':-> .., . ~l 

13 registrati,o-p of transfer by a I)lUI\ecf:Persc:»Ii,c~~<l th8;t the transfer 

14 will be ~gist'ered unless within lthiftfJ:31i'~ays fromthe'date of 
15 maillrlg tb,: notification, either;. 

.1· ' 
18 (a) An: appropriate restr8ininl,o~"~,, 'injunction! or other 

17 P1'OC8SS;~esfrom a court of com~ttmt;~ctiODj... or 
, ' 

;, 

,i ' 
18 (b) TIlj~ is filed with the illuet-,Iil~~t}'.bOndl sufficient 

::, 
19 in the isSij~r's judplent to PiOt~f~~~et....'anyfransfe.. ."-,

20 apnt, ~~trarl or other agent of ••'isIUi) involvecl.J' frem.. ariy 

21 loss [whiclO it or they may sufter by complfinl with the adverse 
i-·-'· 

22 claim: (is rUed with the iauer). 
, ' 

23 (3)' unl. an issuer is charged with nOtice of III advene claim 

24 fl'01ll a contl'Ollina iDltrument Which it· ..... elected to require 
, . t.­

26 under [8U~tion (4) on 12A:8-402 00·«)1' ~eives notification of 
26 an adVel'ileiclaim lDlder subsection (1)(01 .~ section, wileN), if a 

27 certificated security presented for n-gistration is indorsed by the 

28 apptcipriate .-erson or persons the isSUer· 'is under DO duty to 

29 inquire intQ' advene claims. In particular;. 

30 (a) An i$suer registering a certificated_urity in the name of 

31 a person. who is a fiduciary or who is dt1SCtibed as a 
".. , t' 

fiduciary is 
. 

32 not bOuridi to inquire .into the exiStence" extent. or COfflK:t 

33 descriptiol1of the fiduciary relationshipi: arif(:thereafter the iSsuer 

34 may 8S8U1'be without inquiry that the n~IY registered oWlifilt 

36 continues to be the fiduciary untO tbe "er receives written 

36 notice tb.' the fiduciary is no IODler actili'; 88 such with ·respect 

31 to the particular securitYi 

38 (b) An isSuer registering transler on I'D indo_ment by a 

39 fiduciary is not l bound to inquire whether tfi. transfer is made in ," 

I"·· 

;, 
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compliance with a controlling instroment or with the law of the 
I 

state having jurisdiction of the fiduciary relationship, including 
any law requiring the fiduciary to obtain court approval of the 
transfer: and 

(c) The issuer is not charged with notiC!! of the contents of any 
court record or file or other recorded or unrecorded document 
even though the document is in its posse~ipn and even though the 
transfer is made on the indorsement of a fiduciary to the 
fiduciary himself or to his nominee. 

(4) An iSsuer is under no duty as to,sdve'me claims with respect 
to an unc~rtificated security except: .' ""'" . 

(al €litns embodied ina resttaininl·order. injunction, or other 
legal pi6~e&I served up9n thlt issue~,lfthe..process was servedata 
time atilt, in a manner .ff~rdtiiJF;the~~ issuer a. 'reasonable· 

. ",": I-~':'_:: .","." 1"';-, 't,E",.._ ", ' .. ', . -:._ . ---.. '.. 

opportUlii,~y to act on it in accordance witbthe requiremeDts of 
,','., :;: c.~ 

subSect1o~!(5);; 

(b)C!~ of which the ~~~" ~~ received a written 
notifica.'tion fmm the registered"owr-alit:or:dut· t*Ristered' pi.. 

.' .', ' -' ;.,l .";;.,c;.:.- .... \ _ .," ..........•.....
 

if the notification wu rec.i"'-etfTat~a:'tUne.and in a lIUIIID.r 
. : 7; . . .-':;/.',.:.:~;~_- .;:";.~ ii"·~. " .j . , . 

affol'CliDt,Ithe issuer a rellSOlllbl.;'olPOrtlilitv to acton it in 

accOMlrlce with the reguiremen~·ofm~tiOn (S)i . . 
, I, .. _i'~ , c·· .., .. ,: '.":: (::. ..'. .' ,~ . ' 

{£l . Cllbns (includinaresttittiOrtabntrlillf.r DOt imposed br 
the ~rt to which the re_trittic)n~,~f::....f.r to the .present 

. . -.',-~,:' . ., - '. ':'. . !t- ' . I 

re.t.~jowner wu subject8Dd'Wij~'fi;DOted in the initial 
ttall8CtiCil statement sent tohimi aIld 

ltD ..cidns u to which an isSUer is Ch@(ed with notice fmm a 
..ndUP. inatnunent it hu.electedto,ri;nre under 12A:8-402' 

ttL." . 
~I !

Ill,II. "issuer of an uncertificatedse~~ty is under a duty as••,""188 claim, he discharges that duty~,bx: 

tal ~ a notation of the' tlainL it; any statements ~t 
!dtla,;~t to the security under 12A:fI;..4ti (3). (6), and (")i .end 

'.' . ',. . . . .' l-r-' 
(blR.tusbur to register the .tansf.r Of AledBe of the seCurity 

. , 'Orr - r~ . 

__ .; nature of the tlaim dOMilOt-fpreclude t_feror 
ld!!Ilt:sutiJect thereto. ~ 

W,· Itthe transfer or pledae ofthep,jeurtt' is re..tered 
auhi.ct ;to an adverse' claim. a Pftaticm ." the claim ....t be 

.1 .. ~ , .' •. ,. .' ," I-Ol • 

inclUdecLift the initial tlUfilCtiOil. _tatem.land au_t 
statemenQi sent to the transferee lIIid,dl_ uncI.r 12A:8~408. 

• 

• 

.. 

" 
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1 (7) Notwithstandinlsublections (.1~(5),if an uncertificated 

2 security.was subject to a reptered ..pl*e at the time the issuer 
-' . .. . ," . : ':~'. r . . . 

3 first came under a duty as to a •. Darficwar adverse claim. the 
4 issuer has rio duty as to that claimitt~aferof the security is 

.• ' t' . . _. '" ~ . 

5 requested' by the resistered plegee or';jn appropriate petson
4. '. " .... "." .. ',.:..... . . _ 

6 acting fo~ the registered pledgee' unless: 
. -. ;: 

7 (al .'Tti.~ claim was embodied in .legalptoces& which expresSly 
I' If, 

( ., 

8 pmvidesfotherwisej 

, .." 9 (hi' ~~ claim was asserted in aWrine~\ notification from the 

10 registerell pledgee; _" 
. : " • ~--:::~. . I . .. ,,':; 

11 (c);·'Rie claim was one as. to-.which the 'J&suer was charged with 
12 noti~e'i~ a controlliDa ilifjt~~i (t'··ftjjuiredwtder 12A:8-402 

. .- I , ..;.,' :'." -.' .,.-.> "'''l-'~ ?':'':.-'C,'-' ~.' , , 1'" .... '. .,'. '. .- .. 

13 (41 iIl,connection wi'" thepJgee-,'. :regyist tortransfetiot 

14 00. ·.··Th~ transfer .utsted:ii,t6: d.~;~.'eNd~wn~r... 
(cf:N.l:~.12A:8-403) .,.. -- ') :;;' ..15
 

16 43. f.l~J .S.12A:8-404 is _ ....::to, ref;d._:~ foUows:
 

17 12A:8:"'404. Liability and NotI-Ii.iJbWtY:~'orRelistration.
 

18 (1) EXcept as (otherwise) p~:~ijI '~y law relatina to the
 

19 collectic.b of taxes. the illuer is ndtUi.,:to the owner, plgee.

.' . ""''"; _i0:4 _'" , , 

20 or any other person 8Ufferin8I_".t.:'~t of the registration 

21 of a tr.fer, pledae. or ~. Of·a.~tyif~ 
cll,· , 
.: i 

22 (a) There were on or with ]~[:. ¢~rtificated security the'f! ' 
Ji " , :,',:'; ':':"".; ,:':'.~" . . 

23 nec....1t indorsements or theiliUer,' tiadwieceivecl an instruction 

... - " 24 orilinat~ by an aPDroPriatePenc.i (l~4':"'308); and . 

26 (I») Tti~ iSsuer had no duty [to i!lquiniDtO) !!J! adverse claims 
. 1 ' ., 

28 or has'diecharged (any suchlthe duty (.2A:8-403). 
, (' ~ 27 (2) lWhereJ If an i8Jer hu ntpt';red a transfer of a 

I ... ­

28 certificated. security to a person not- ent(tied to it& the issuer on 
.... ' I ' 

29 dem_d· :[mUstl shall deliver a Uke ~ty to the true owner 
,30 unl_~ . 

31 (8) .....e resistration was pUrsuaDt to flU1Jsection (1); [or] 

32 (b) .., owner is precluded· from ' ""rtill8 any claim for 

33 reliste~ the transfer dlder [subriectitm (1) of the fonowing 

34 section]12A:8-405 (1); or;". ;.[ , . 

35 (c) (S\lcbJ The"delivery would result In ~erissue. in which case 

36 the issgltr' s liability is pemed by t2A:8~104. 
• , .. " .• " . . ":i, .,:,t

37 (3l.l~:an issuer has improperly reNt_r;j:l1l transfer, pledae. or 
38 release;:of an uncertificatid secutit,j, tb".illUer on demand from 

~ , . ,,' .' " ''- ': " . . .:." .': " .' ' " 

39 the injured party shall restore. thereCotdl' II to the in'uncI pUty 
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1 to the condition that would have obtained
,lJ_ 

if the 
. 

improper 

2 resist,ration had not been made unless:
 
3 (all The registration was pursuant to subsection (1); or
 
4 Cb) The registration would result iri O~~rissue, in which case
 

5 the issuet1 s liability is govemed by 12A:8~104.
 

6 (cf: N. J.S.12A:8-404) 

1 44. N.j.S.12A:8-405 is amended to read'cjs follows: 
':;1' 

8 12A:8-405. Lost, Destroyed! and Sto,e~i:l?ertiricated Securities. 

9 (1) lWhend If a certificated security ~8s been lost, apparently 

10 destroyedi or wrongfully taken! andt,6~g~er rails to notify the 

11 issuer olth,t fact within a re_n~fJ~~t'.rri~ after he has notice of 

12 it arid tti~ :issuer registers a trahsfer 'of the security before 
, . ., _. ­

13 receivinl~ [such a] notification, the(i~er is precluded from 

14 assert~'~gainst the issuer anycbliJn:fo~'!egistering the transfer 

15 lDlder [~~ preceding section] 12A:8:;,;~oi"9r any claim to a new 

18 security 1II1der this section. 

17 (2) [~ere] If the owner of a certificat-ed security claims that 

18 the sec~ty has been lost, destft)~eetr~~~W1'OngfullY taken. the 
19 issuer [must] shall issue a newcittl't1cat'ed security or, at the 

. '. '0'_' .• ".'-; .......
 

20 option .. of) the issuer, an eguivalent';:,:uncertificated security in 

21 place of the original security it the oWileif .. 
22 Ca) SO requests before the issuer bas nptice that the security 

23 hu been' ac~uired by a bona fide purchaser; [and] 

24 (b) FUes with the issuer a sufficient iliclilnnity bond; and 
2& Cc) satisfies any other re880nable req~tements imposed by the 

28 issuer. ., 
21 (3) .',aft.r the ... of (the] a new certificated or 
28 UDC.ttifiCated security, a bona fide _aser of the original 

. ,,:, . : ~ '.' . 

29 c,rtiftCiteci security Pl'll8l'lts U for reai8tration of transfer, the 
30 "r ra.,.tJ Iball natat.r tbe transfer UfileSs registration would 
31 result iii ov.n..., in which event the 
32 aovemed' by 12A:8-104. In additiOn to 
33 iDd".~ bond, the '-aer Iftay recover 
34 IlCUtity> from the penon to Whom it w~ 

issuer's liability is 

any rights on ,the 

the new certificated 
issued or any person 

35 tUiq ~er him except. bona fide~liuer or may cancelthe 
38 uncent~catedsecurity unl!lll. bonafide ~o)Jrchaser or anypetton 
31 taldpl;Ujler a bona fide phaser is theriIthe reRistered owner Or 
38 !!ptend pledpe thereof. 
39 (cf: N. J.S.12A:8-40&) 
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1 45. N.I.S.12A:8-408 is amended to read as follows: 

2 12A:8-406. Duty of Authenticating Tnas"e. Transfer Agent or 

3 Registrar. 

4 (1) [Where] If II person acts as authentic"Ung trustee. transfer 

5 agent. re8tstrar. or other agent for an issuer.:in the reaistration of 

6 transfers of its certificated securities or in the registration of ...... :. , 

1 transfers. pledges. and releases of its uncertificated securities. 
..., 
" 

8 [or] in' the, issue of new securities1 or'~: the cancellation of 

9 surrenderedi s~curities:. 

10 (a) He i$ under a duty to the issuer to, exercise good faith and 
" 

11 due diU.ene'e in perfonning his functi()p§i ,8Il4 ;
 

12 (b) [HEf,lla~ with) Withre.ard to t~":'~icular functions be
 

13 performs, Jie has the same obUlanQl:t'~:,~: holder or owner, Of
 
14 [the] a~~~ificatecl security ort~~;th~"_OE",,_of_lIIl
 
16 uncertific't'ecl security eDd has the~, ,n-,'I ..... priVO.....
 
18 theissue~~ in relard to those fUftcti~~-'


. " .~,I.'• .,. ,,-l 

17 (2) Notl~e to an authenticatma truSt_e, t....'.r ...1, 
'­

~. W.(. ' • • 

18 reliStrar or other [such] agent is DOtjce tCfU,ie issuer with respect
 

19 to the f1,Jilc~ions perfonned by the agent.
 

20 (cf: N.I.S.12A:8-408)
 

21 48.Sec~ion 12A:8-407 is added to the NeW Jersey Statutes:
 
'\
:.22 12A:8-407. (New section) ExchaDIEtabi1it~~fSecurities. J , 

23 (1) No ~er is subject to the require!lients of this sectioQ -'I 
i 

24 unless it reaularly maintains a system for: issuing the class of 

25 secUrities involved under whichbo~ certificated and 

28 uncertiticated securities are reaulatly _ to the cateaory of f 
I27 ownel'$, whic~ includes the person in wtiDse name the new 

28 security is (0 be reptered. 

29 (2) UpOn surrender of a certificated sec",ty with all necessary 

30 indorsements 'and presentation of a Written<tequest by the person 

31 surrendenr,a the security. the issuer" if he has no duty as to 

32 adverse cl~ms or has discharged the duty (12A:8-403), shail issue 

33 to the II8rson or a person designated 61' him an equivalent 
34 unceJ'tificated security subject to allli~, restrictio.ns, and 

35 claims that were noted on the certificatedseturity. 

38 (3) U~ receipt of a transfer instftlction originated by an
· .•-1·,·· . 

37 appropriat"e person who so requests. ~the issuer of an 

38 uncertificat~ security shall cancel the \lftcertificated security 

39 IDCI issue an equivalent certificated security on which shall be 
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1 notbd ~olJ.$picuously any liens and restricttpns of the iS$Uer and 

2 any adverse claims (as to which the i~$r has a duty wtder 
3 12A:8-403 (4)) to which the Wlcertificated'"security was subject,. 

,	 , ~', 

•	 4 The certificated security shall be regtstef~d in the name of and 

5 delivered to: 
6 (a) The registered owner. if the uncer,ti,fitated security wa~ 

7 not subject to a registered pledge; or 

8 (b) The>r~gistered pledgee. if the, unc~~~Jficated security was 
9 subject' toa registered pledge. 

10 47. Sect,ion 12A:8-408 is added to the ~~w Jersey Statutes: .	 '-.. """"(', 

11 12A:8'::~Q8J (New section) St~ttme~l~ of Uncertificated 
12 Securities. ,j, 

13 (1) W~tJUn two businessda":af~.r~; the transfer of an 
14 Wlcertifi~.ted security has been ~...«~rit.~, the isSuer sballsend. 

'."\ ,;	 '"' '., - ,',. ,-/".' "-",.,,-, ,~~ 

15 to the Q~w registered owner~•• ',if ~:,"e security bas been 
16 transferrell subject to a relistereil ,,:~e. to the registered 
11 pledg.,••:,fritten statement cont.' "" r 

18 (a) A :~8scription of the issue of wIli~ the uncertificated 

19 security iSi. part; 

20 (b) The number of shares or IDIits trQaf.Red; 

21 (c) The name and address, and IQly 'i~yer identification 

22 number of the new registered owner an~. i(the security has been 

23 transferred subject to a registered pl.dB~'r. the name and address 
24 and any taxpayer identification nunttier of ,,~ registeredp~edsee; 

26 (d) A notation of any liens and restric,iOns of the issuer and 

26 any. adverse' claims (as to whichth8~r has a duty lDlder 
21 12A:8-403:(4)) to which the Wlcertlficatectsecurity is or may be 

28 subject at .the time of reaistration or a statement that there are 
29 none of .~ liens. restrlctionst or adverse ,claims; and 

30 (e) .....'.te the trllllfer wu rqiateted. 
31 (2) W~~ two bulin _ days aft~, the pledge of an 

32 uncertlflc~*'" I8CUrity .... been reptereci.the issuer shall send 
33 to the ~..teredown.r IIId the repteNd pledgee a written 

.\
I

. 

! 34 Itatement;:,c:ontaininl: 
, 3& (a) A description of the issue ofwhi~ the lDlcertificated
 

36 security is a part;
 
31 (b) The:D~ber of share or units pledjed;
 
38 (c) The n~e and address and any t~ayer identification
 

""	 39 number of the registered owner·8IId the regi$:tered pledgee; lL .. 
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1 (d) A no,tation of anyUens and restricti~lIS: of the issuer and 

2 any adverse claims (as to which the ~:r has a duty under 
.." ~ 

3 12A:8-403:(4)) to which the lDlcertificateClsllcurity is or may be 
4 subject at the time of registration ora statement that there are 

. . ~ {~ 

5 none of those liens, restrictionS, or adve'rse',~l8ims; and 

6 (e) The date the pledge was registereCi. ': 
7 (3) Within 'two business days afterUl,,·t«l~ase from pledge ot 

." I '..'" . '. 

, , . 
,,- 8 an uncertificated security has, been ~P!ered, the issu8r shall 

9 send to th«l registered owner anc:l t~ pledj,', whose interest was 
, 10 rele8$ed • ",ritten statement corit~~", 

. ~. , 

11 (a) A dficription the issue of whi~:,~ ~ertificatedsecurity
I: 
i' 12 is a part;
 

13 (b) Theipumber of shares or lDlit.'rele~lll'Ompledse;
i, ; 
14 (c) 'lb. name and add~ ..... '..~, ~t~yeridentlftc.tion 
15 num~r o~,.:the registered owner ~. ~'hl'J~"e whoseiJite~t 
16 was releU8d: I"~ 

17 (d) A~t~tion of any liens and ~hic~b.s of the issuer and 
18 any adve~e claims (as to which '~h,;.;;~r has a du~ under 
19 12A:8-403"(4)) to which the unc.r#'ic"t~"f~tyis or maybe 
20 subject at the time of registration c)r:il sta,t'ement that there are 

21 none of thOse liens, restrictions, or adVetse·:~laims; and 

22 (e) Th'dite the release was repferid. 

23 (4) An "initial transl\ction st.tementtiisf~e statement Blt to: 

24 
# 

(a) 'th, new registered ownet8nd.:j:f·appUcable, to the 

25 rept.red;pl~dleepursuant to subsection (f).; 
28 (b) 11Mtnltstered plqee pursuant to:~ection(2); or _ J 

27 (c) The; reptered ownerpUrsuantto~~~ection(3). Each 
- :J~; 

28 initial t....ction statement sh81l besi8i1. by or on behalf of 
• I·> ; 

29 the ~r and shall be identified 88' "Initial Transaction 
30 Statement." 

31 (6) Within two business days after. the transfer of an 
.,"A

32 lDlCertitic~ted security hu been regi$tet8(l~ the issuer shall send " 

33 to thefonner registered owner and' tHe fonner relistef8!J 
J 

34 pledsee.i' any. a written statement ceJit~: 
:' 

35 (a) A description of the issue of whi~ the un~ertificated 

38 security is a part~ 

37 (b) The number of shares or units ttansfel'l'edi 
38 (c) The name and address and any tlixpayer identification 

39 number of the fonner registered owner and of any former 
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t relisteredpledgee; and 
2 (d) The (I,te the transfer was registered. 

3 (6) At p.,riodic intervals no less frequent than annually and at 
.	 - i ~., . 

4 a!ly time upon the reasonablewt1tten :req~~t of the registered 
. ~-.;.-.. 

5 owner, the issuer shall send to theregi$;t~red owner of each 

6 Wlcertificated security a dated writler:t ~tin~iDent containing: 
.; -:':'f 

7 (a) A d~ription of the issue of whic;:,~ the uncertificated 
, ~8 security iss part;	 

\ 

~ 

9 (b) Thf3: nAme and address and aijy tEi.~ayer identificaUon	 
" 

;-:.) 

10 number of the registered owner; ," 
11 (c) The.: number of shares orO' WUts ;f1.f the uncettific~ted 

12 securityljptered in the nameofth~.t'e~tered oneron the 

13 date of thfl':,statement; ); 

14 (d) Thli::name chd address andarj)': tpPayer identification 

15 number ofi,any registered pledgee and" lhe.,pmnber of shares or 

16 unitssubjett to the plqe; and .;;' , 'l 
'f' 

11 (e) A ndtation of any liens aIld reStric_ti~ns of the issuer and 

:1 

, ' 

18 any adVeti~ claims (as to which:·~~·.:~~r has a duty ·under 
: , ' ,	 19 t2A:8-403(4)) to which the unc:ettiti~~ted ~curity is or may be
 

20 subject or a statement that then;" ar8D.Pne of those liens,
 
21 restrictions" or advene claims.
 

I	 .', ,,-. 

22 (7) At periodic intervals no less rrequenfi:than annually and at
 

I', ; 23 any time UlJOn the reuonable written·~~"t of the registered
,
.

.
;	 

l, _', _. '_ 1!.. _ .: 

,: : 

24 plqe." the issuer shall send to theftJPitil'ed pledaee of each 
I;	 , ":' ,';.S~" 

25 UIlcel1ifica,ed security a dated Written stat~ent COIltainiJII: .j, 
26 (a) A d~ription of the la8ue .of· which ,the uncertificated 

J 
21 security is~;a part;
 

28 (b) 11Iename and address and my taxpayer identification
 

29 number 01 the registered owner;
 

30 (e) 'lbe'name and address and any taxpayer identification
 I
31 qumber of the registered pledgee;
 
32 (d) 1be'i&mnber of shares or milts subjec:t .~~ the pledae; and
 

33 (e) A IlOtation of any liens and reltriCtl~ns of the issuer and
 
34 8IlJ sdvene claims (as to which' the issQ~r has a duty under
 

3& 12A:8-403(4)) to which the UIlcertiticated security is or may be .
 
38 ' subject·· or a statement - that there are·, none of those liens.
 
37 restriCtions, or advene claims.
 

J ',.0" 38 (8) If the issuer sends the statements diltribed in subsections	 , ,
j'·I' 

39 (8) and (1) at periodic intervals no 1_ frequent then quarterly. 
1 
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1 the issuer is not obliaed to send addU~ statements upOn 
2 request unlass the owner or pliBellee ·......""1 them pays to the 

•. ," "YI • ."'i'I"'" 

3 issuf\lr the reasonable cost of f~;·Ul.,mf~
 

4 (9) Each, statement sent pul'lUlQt to~: section shall bear a
 

5 conspicuous ,legend readiq lU"'t8ll~'~'Yias follows: "This 
.,'
" ,. ,'" :"r) 

6 staternent is filerely a record of the rJlht!l ;.of the af!dressee as of
 
7 the ,time of its issuance. Delivery of;~-statement. of itself.
 

8 confel'$ no rights on the recipient. ~st.tement is neither a
 
\ .
 

9 negotiableijJ.$'tnunent nor a security. It
 

to 48.N~J.S.UA:9-103 is amended toread'M~follows: 
'.,, . ... ~,.....,..' ". J"i1:?"~" 

i'.11 12A:9---1~3. Perfection of Sec1Jritytiiie:rlfts in Multiple State '.j
• ' • !~~ 

12 Tl'8II84lct~P$. 
.'13 (1) ~""ents, instnD1lents and ordj,pm:loods. .. 

14 (a) 1'tiis 'subsection applies to~ufu:f!.~ts: and iDstruments &lid 
t& to PdI' other than thosecoverid ,tn' ~~ certificate of Utie' 
18 ct.cribed ib subsection (2), mobilec'~,ci.iscribec"iD subsection 
17 (3)....mlAeraJs described in su~ljqi\~(~)~'" . . 

11 (b) iJccjlt'lS otherwise provid~,:irlH~~i~:8Ubsection, perfection 

tl and _ .~'fect of perfection or "'1:'8~ection of a security 
20 intlNlt in: collateral are SOVlmedbY.;;tIie Jaw of the jurisdiction

. -.. -., -,)!,.. ­

21 wberethe 'collateral is when the "'t'~~t occurs on which is 

22 baaed tbe,...rtlon that thesecuritJ ilit.rest is perfected or 

23 UftP8r1ect~•. 
24 (c) If the ~ putiesto a transactioncreaJinl a purchase money 

, , .' ..... ' 

2& securitymtel'8lt in aoods in ODe j~ctiQn lDIerstand at the 

26 time that the security interest attaches that the aaods will be 
27 kept in another jurisdiction, then the law 0' :the other jurisdiction 
28 &Ovems the perfection and .the ef'l~t of' perfection Or 

29 nonperfection of the security interest f'rorij':the time it attaches 

30 until 30 cMYS after the. debtor receives ~on of the goods 
31 and thereitter if the soods are tak~ to 'the other jurisdiction 

32 before thf:,tDId of the 3O-dayperiod. 

33 (d) .WbiD collateral is brought into and kl!pt in this State while 
34 subject to a security interest perfected :Ynder the law of· the 

36 jurisdictiOD from which the collateral was>removed, the security 

36 iDterest te~ains perfected. but if Ic'tion is required by 

37 subchapter 3 of this chapter to perfect the.urity interest, 

38 li) if the action is not taken belore the ~~iration of the period 
39 of perfection in the other jurisdiction or the end of four monthi .F 
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1 after the collateral is' brought into this S.'ate. whichever period 

2 first expires. the security interest becornt!s unperfected at the 
3 end of t~at period and is lhereaftard~;!!med to have been 
4 unperfected as against a person who bec~e a purchaser after 

5 removal; 

6 (ii) if the action is taken before the e~~iration of the period 
7 specified in I' subparagraph (i), the secuIi~)' interest continues 
8 perfectedth~reafteri . 

9 (iii) for the purpose of priority over a blWer of con.c;umergoods 

10 (S\,IbsectifJ~ (2) of 12A:9-307), the perjOCl 'ot the effectiveness of a 
11 filing, in \lie jurisdiction from which tb"copateral is removed is 

. ... , ..... r'" . 

12 governeci §Y the rules with ~ct topf..f~~tion in subperagraphs
 
13 (i) aild (ii).
 

14 (2) Cenjficate of title. ,
 
15 (a) ThiS· subsection applies to SoodscQy.,'ied by a certificate of
 

" .,- ' , '~ ", .. 

16 title issUed, under a statute of thisS~'t~'0,.-' qf another jurisdiction 
17 under thtf:law of which indication 'ofa:s~urity interest on the' 

18 certificatf! is required as a condiUon·of"#~tion. 
19 (b) Exc~pt as otherwise providelfuOOs::subsection, perfection 

"', -~. . 

20 and the effect of perfection or rion~r~~tion of the, security 
21 interest are govemed by the law (inclutt1ni the conflict of laws 

22 ndes) of the jurisdiction issuing ttl.. ce#lflcate until four months 
~ . . 

23 after the gOpds are removed from that ,j~ction and thereafter 
,I !!.;., 

24 until the goods are relistered in another JPrisdiction, but in any 

25 event not beyond surrender of the c~rtificate. Aftertbe 

28 expiration of that period. the goods anf not covered by the 
27 certificate of title within the meaning of tJijs section. 
28 (c) Except with respect to the rights of a buyer described in 

29 the next: paragraph, a security interest, perfected in another 
30 jurisdictipn otherwise than by notation on a certificate of title. in 
31 loocIs b~usht into this State and th~teafter cove~ by a 

32 certificate of title issued by this State is subject to the rules 

33 st.ated in peragraph (d) of subsection (1). 

34 . (d) If goods are brousht into this S~ate while a security' 

35 interest th~rein is perfected in any m~er \IIlder the law of the 

38 jurisdiction from which the goods are l'$QlOved and a certificate 
31 of title is issued by this State and the certificate does not shOw 
38 that the pods are subject to the security interest or that they , ; 

39 may be sub.lect to security interests not shown on the certificate, 
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I 

1 the security interest is subordinate to the ri"ts of a buyer of the 
goocls wIlO' is not in the busin.,. ofseliiQ.>Soods of that kind to 

3 the extent, that he gives value and recftiv~:{delivery of the goocl5 
4 after i~an~e of the certificate and<'wi~ut the knowledge of 
5 the security inteFeSt. 
6 (3) Acco~ts, general intangibles and mqtJile goods.

f ' .,. ­

7 (a)Tbis' s~bsection applies t,o acc:;qqpt. J~ther than ~ account
 
8 descri~e~,m subsection (5) on minet~r~ .enen. int........
 
9 (other' than Wlcertificated secUritie&l~'~:~to' pcIi Whic:b are
 

10 mobile'~d which are of a type ~nri~ly;~ inmo... _one
 
11 jurisdicli~h. such as motor vehi~J.~·· ;,r:neri, n.lUaI ...
 
12 airplanes,: shipping containers, rQ,d:, IJUWtins .... ~tnaQt­


13 machin~rY and commercial harvesfllii m_eryQd ttii 'Uk.. if
 
, - l.~. • _ t-:. - . . . 

14 the 8ooc1S,iareequipment orareinv"t~l'Y'I,ased, or ...flor '1.. ; 
_.' ,:,_: ,.,'.;.-_, ~t.: 

15 by the ditbtor to others, and are nOtcoveied by a certificate of ' 
. .' ':. ".,7 

16 titledes.c;~bed in subsection (2).
 

17 (b) Tb~ law (includins the .confUc:;t· ~f laws ndes) of the '
 
18 jurisdicti~n in which the debtor is ~'J~~: IOvems the perfection
 
19 and the effect of perfection or ~~~tion of 'the security
 
20 interest.
 
21 (c) If~ however, the debtor is ~ated in a jurisdictionwbich is
 

.t -, ;." . 

22 not a part pf the United Stat•• ",d,'wm~ does DOt pl'Ovidefor 
23 perfectiOn of the security interestby'filin, or reco~ in that 
24 jurisdictiOn, the law 01 the j~ti(»D~' U.e United States in 

26 whic;h th.' debtor has its major execrotive' olfice in the United 

26 States pems the perfection and the e~fect of perfection or 
27 nonperfsc:tion of the security interest ~ush filing." In the 
28 alternative, if the debtor is located in a ijuisdiction which is DOt 
29 a",rt of the United States or C8D.i:~d the coRateral is 

30 accountaor general intangibles for money, ;due or to become due. 
31 the secUrity interest may be perfected~y notification to the 

32 account debtor. As used in this parqraph, "United States" 

33 includes its territories and possessions $ldrthe Commonwealth of 

34 Puerto RIcC!. 
36 (d) A debtor shall be deemed located at 'his place of business if 
36 he bas one, at his chief executive otliceif he bas more than one 
37 place of business, otherwise at his residence. If, however, the 

I : 
38 debtor is a: foreign air carrier under the F,Heral Aviation Act of 
39 1968, as amended, it shall be deemed 1oc6ted at the ct-.natecl 

• r 
"f 
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t office of the agent upon whom service of process may be made on 

2 behalf of the foreign air carrier. 

i . 3 (e) A' security interest perfected wider the law of the 
I ' 

!
I- jurisdiction of the location of the debtor Is perfected wttil the . ~I' .. " 
I'- ': 5 expiration of four months after a cheP8e'-~~ the debtor's location 
i .. f

L. ,.', 6 to another j~risdiction, or wttilperfection'fWould have ceased by 
7 the. law of the first jurisdiction, whichev~r period first expi,res~ 

, 8 Unless perfected in the new jutisdiction '~forethe end of that 

9 period, it becomes lUlperfected there'ttttrand is deemed to have 

10 been ~~rfected as against a pe_' WhO: became a purehaser 

11 after the: change.
 
12 (4) CIII~_ttel paper.
 

13 The rUles stated for goods in S1J_tion (1) apply to a
 
" ..,-, ,1-- • 

14 posse~fY security interest in cbatteliMP,:r-. The rules stated for 
.' , : ...,-., .......
 

15 account., in subsection (3) apply ·to ... 8" ~npossessory security 
16 interest in Chattel paper. but the'~lify interest may not be 

11 perfected:by notification to the acccnilt dij~tor. 
18 (&l ~.rals. 

19 Perfec1tion and the effect of perfect~'or nonperfection of a 

20 security iI'lterest which is created by., deb#.r who has anil'lterest 

21 in miner8ls ':or the like (includina oil .end'::gBS) before extraction 
~ ". . 

22 and which attaches thereto as extra.ct.... or which attaches to an 

" 

23 account resulting from the sale thereOf at the wellhead or 
.. I, 24 thiI'lehead-;are IOvemed bY the law (iDCludibI the connict 01 laws 
. I 25 rul_) of the jurisdiction wherein the weUhead or rnifteheadil 

.. 'i 26 located. 
• •1 

21 ml .Vueertificated securities. 
28 The law (includina the conmet of'1... rUt.) of the jurisdiction 
29 of oradtzation of the issuer". tie perfection· and the 

.,... , , 
30 effect.o.I: perfection or nonJI9r1ee. otda 88CUrity interest in 

31 UbCerdticated securities. 
32 (cf: P.L.1981. c.138, 8.1) 

33 49. N.,.S.12A:9-105 is amended to nad:1S follows: 
~ . 

34 12A:9-10&. Defil'litioDS and Index of DefiDitions.. 
35 (1) In this chapter unI_ the contextodierwise requires: 

36 (a) "Account de~tor" melllS the pi_who is obligated on an 
37 -=count, chattel paper Or ,aneral intaqibl'e;

'. I 
31 (b) "Chattel paper" me8IUJ a writing or writinp which 
31 evIdiInce both • monetary obUgationand a security inteNlt in or 
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a lease of specific goods, but a charter' o~ other contract 
involvina the use or hire of a vessel isnot(::~t'tel paper. When a 
transaction'iS-evidenced both by such a seQ\inty agreement or a 

I	 ' ... "', 

lease and by an instrument or a seri. ofmsfruments, the group 
of writingst~en together constitutes clleftel-paper; 

l' 

(c) "Collateral" means the proper!y ~~ject to a security 
j	 . ,t:", 

interest. and-includes accounts and chattel ,.per which have been 
i;i":' 

sold;	 , 

(d) .. Debtor" means the person whO o~: payment or other 
... ~ 

perfonnancf; of the obligation secured~whetfier or not he owns Or 
" • "", I" •	 • 

has rights' In"the collateral, and includ"':tb.-Mtller ofaccoUnt$ or 

chattelMR!f. Where the debtor and'th~ ~~'er of the collateral 

are not theSarbe p&1'8On, the tenn' "4~b.~or",'-,~eansthe owner of. 

the conat~~~ in any pl'Ovision ot Uti' '~i.r dealing With the 

collateral, the obligor in any p~::.; dealing wi~ the 
obligation" ... may include both WbfJ,,~;,~textso requires; 

(e) "9~t account" means a,;~~. time, savinp, 

passboOk· or: 'like account maintaiD-': Witb:~:~, aavinp and loa 
.-elatiOil.: ". credit union or likeorl'Pi.ation, other than an 

accowat ~~ed by a certificateofdePosit:~:: 
(f) "~ent" means docmnent 'ot titt. IS defined in the,

j	 - ," .-~.~, . 

leneral.deltnitions of chapter 1 (12A:l-aOl)~~;and a receipt of the 
JdncI deecribtd in subsection (2) of 12A:1-201;: 

(I) "Encumbrance" includes real estate 'Illortgages and· other' 
Ii... on real:estate and all other rights in real estate that are not 

ownenhip mterests; 

(b)"eoods" includes all tbinas which are,;tDovable at the time 
the securit, interest attaches orwhicb are,iflXtures (12A:9~313), 

butdaes ....tinclude money, documents, iJitruments, accounts,
.	 :..,... 

chattel paper, general intangibles, or ~erals or the Uke 

(kicludUll ~n and glS) before extraction~ "Goods" also includes 

atanditaa ttmber which is to be cUt .and ;removed under a 
canvey-e."or contract for sale, the utibomy,oUDg of animals, and..-.ad... ., '.'" ",	 ' 
••v"".... Caopai, , 

(i) "r.tftlment" means Ii negotiable inJtnunent (defined in 

12A:3-104)i 'or a certificated security (delbied in 12A:8-102) or 
I 

any other ~ting whim evidences a righ(' to the payment or 
money and is not itself a security agreement or leae and is of a 

. J,. 

type whiCh is in ordinary course of bu8iDess transferred by 

l
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delivery with any necessary indorsement~' ~i8l1ment; 

(j) "Mortgage" means a consensuelint~rest created by a real 

estate mortgage. a trust deed on real est...~e. or the like; 

(k) An .advance is made "pursulf,Dt ~O' commitment" if the 
jr	 . .•. . 

secured party has bound himself to make it. whether or not a 
.-t",,'	 • 

subseqUent event of defaUlt or other.v,rli no~t within his con,trol 

has relieved or may relieve him fromlli$:9-bligation; 

(l) "Sjcurity agreement" means CiR."eement which creates Or 
provides"for a security interest; 

(m) "$scured party" means a 1~1,!::~ller or other person in 

whosetavor there is a security~'te~t:, including a' person ·to '.' 

whO~' a~colUlts or chattel paPer have ,:been sold. When the 

holders"" of obligations is$Ued,·~jr~'llil indenture of trust. 
.	 :'_' ·,T;·i-;!·:'i .. . '. 

equiPm~t trust agreement Of Uje, ,l.lJCe are represented by a 
. ... - .' - . -. '-:,'-~;;-~---~:r::-:~'~~'~~-'d" ," .... 

troifee\Qr other person, the f8P~!a.:tif,eis the secured' pVty. 
(2) ~ef definitions applJinl to' this'~aPter and the *tions 

, .	 . - "... j . 

in wbiciFthey appear are: . 
"Acc~t. It 12A:9-106. 

"Attach." 12A:9-203. 

"Con8"ruction mort,8l8." 12A:9-313 (1). I	 . . ' .. 

"CoIl8Umer goods." 12A:9-109 (1).
 

"Equipment." 12A:9-109 (2).
 

"Fann"pl'Oducts." 12A:9-109 (3).
 

"FixtUre." 12A:9-313.
 

"Fixture fiJina." 12A:9-313.
 

"General intangibles." 12A:9-106.
 

"Inventory." 12A:9-109 (4).
 

"Lien creditor." 12A:9-301 (3).
 

"Prot._" 12A:9-306 (1).
 

"~ase money security interest." 12A:9-107.
 

"tlmted States." 12A:9-103,W.
 

(3) The ,following definitions in othef chapters -.ly to this 

chapter: 

"Check." 12A:3-104. 

"Conttact for sale." 12A:2-106. 
;1 

"Holder in due course." 12A:3-302.
 

"Note." 12A:3-104.
 

"Sale." 12A:2-106.
 

(4) In addition chapter 1 contatna ...rat defAnitlonl and 
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1 pri;nciples of construction and interP~tation applicable
 
2 t"roUlhout this chapter.
 
3 (eI: P.L.1Ul, c.138, s.9)
 

4 50. N.J.S.l:2A:9-203 is amended to read>~'follows:
 

5 12A:9-203. Attachment and Enforc(a,bility of Security
 

6 Interest; P,roceeds; Fonnal Requisites. '
 

7 (1) Subject to the provisions of 12A:~;;;~08 on the security
 

8 interest of a collecting bank, 12A:8;"321mf security interests in
 
..-".:"., .;.'/.... - . ", 

9 securities and 12A:9-113 on a security 'iiit'e.rest arising under, the 

10 chapter Of) sales, a security inte~t· ii··tiot~ enforceableasainst 
. '-" ", 

11 the debtor,or third parties with respeCttlitt~e collateral and do.
 
12 not attachUnless~
 

13 (a) The collateral is in the pOS$~On of the secured party
 

14 pursuintto asreement. or the 'd,'ti1~' b... Ii.... a -=urit,
 
:-.-'.. . ., 

15 qreement which contains a desciiiti.;;~fjbe collateral and ill' ~: 

16 addition, when the security interest' cdt~~ ¢'tops IiOWiDj'otto. 
17 8l"OWD or Umber to be cut, a deScription cjfI the land concemllCl; 

18 [and] 

19 (b) Value bas been Riven; and 

20 (c) The debtor has riabts in the collaterel:~ 

21 (2) A security interest attaches when i(-tbecomes enforceable 
22 against the debtor with respect tothe~iateral. Attachmellt 

23 occurs as saon as all of the events .i,lied msubsection (1) have 
24 taken place unless explicit qtt!ement "'tpones the time of 

25 attachins· 
26 (3) Unless otherwise agreed a securityrqreement gives the 
27 secured party the rights to proceeds prcrrid~by 12A:9-306. 

28 (4) A transaction. althouah subject too :this chapter, is also 
29 subject to the provisions of those statute:l!ls." forth 88 saved from 
30 repeal by this subtitle in section 12A:l()~'t04t and in case of 

31 conflict between the proviiiona of thiS chapter and ~ such 

32 statute so' saved from repeal, the pm~ons of such statute 
.~ 

33 control. Failure to comply with $lY suchtjplicable statute' ha 

34 only the street which is specified therein. 
• I.. ".' 

36 (5) In case 'I of confiict between this chapf,er and the provisions j 
~l.38 of "The Credit Union Act of 198.," P,L.l'••• c.111••2 to 48 

37 (C.l1:13-79 let seq.] to C.17:13-124). conc'ernina a transaction 
38 subject to this chapter and also subject to the proviSions of "The 

39 Credit Union Act of 1984," the provisions 6f "The Credit Uruon 

I 
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Act of t984"' shall control 
(cf: P.L.I984, c.I11. s.47) 

51. N.J.S.12A:9-302 is amended to read Q fOllows: 
12A:9-302; When Filing Is Required t~ Perfect Security 

Inter~sts; Security Interests, to Which Filins:; Provisions of This 
Chapter Do Not Apply. 

(1) A fin$ncing statement [must] shall be: filed to perfect all 

security interests except the following: 
(a) A security interest in collateral 111 possession of the 

secured party under 12A:9-305; 

(b) A s~\l,rity interest temporarily~~e~:~~din instruments or 
doCum$ltsi,~thoutdelivery mder t2A~'9~30~T~r in proceeds.fora 
to-day peliq;CJ mder 12A:9-306; 

(c) [a] ~.security interest cre.te4i ~ ::~ assignment o( a 
beneficial. interest in a trust or a deceCIent ~;i estate;

",' ':;-- . ".- ~. ."" ,"',. .... 

(d)' A pureh,ase money security int~~t:;b,'_~er 1OOds: but 
fiUna is reqgired for a motor vebicl~: ~~~ to be registered; 
and fixture. filing is required for:Pfto.,!~ over conflictinl 

!, " . ··'."U'l;·i ",

interests in fixtures to the extent p~d~:'i",J2A:9-313i 

(e) AnasJipment of accounts Which· ... not alone or in 
conj\D'lction With other assignments to·the -me assipee transfer 

a significant part of the outstanding aceoQilts of the assignor; 
(I) A sec~rity interest of a collect~,:bank (12A:4-208) or in 

securities (t:2~:8-32tl or arising under the cJ),pter on sales (see 
. . ·1-,­

12A:9-113) ot covered in subsection(3l,ofthi$;.ection[.)i 
(g) An ISSignment for the benefit of aUtbe creditors of the 

1 

transfel'Or,aild subsequent t1'8Jl8fel'l by. the 8~lnee thereunder. 
(2) If a secured party ISlip a perfect-'*urity interest. DO 

filing under this chapter is required in orCI~r to continue the 
perfected st.~us of the security interest aa.mst creditors of and 
transfereesc'rom the original debtor. 

(3) Th'e tUtng of a financing statement otherwise required by 
this chapter is not neceaary or effective to perfect a security 

interest· in prrperty subject tOi 
(a) A statute or treaty of the United Stat. which provides for 

a national or 'intemational registrati6rt or a national or 
intematiODal certificate of title or wllich .pacifies a place of . 
fWna cliff.teDt from that specified in this chapter for filing of 
the I8CUrit, interest; or 

, 
~ 

~ 
.r 
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(b) The' following statutes of this State:
 
R.8.3~: lO-~ to R.8.39: 10-9 both ~1\MIive:
 

P.L.197't, ~.311 (C.39:10-9.1 and·C.3~::10;';'9.2):
 

R.8.39: 10-10 to R.8.39: 10-16 bothin~J~*e: 

R.5.39: to-18 to R.S.39: 10-25 bOth iIlc:lusiYe: 
but during any period in which col1ater81'~~Jiaventory held for sale 

by a pel'SQJl who is in the business Of_~JA8' goods of that kind, 
the filing .provisions of this chapt'.t (SJJbdtapter 4) apply to a 

.. , ..... 
security :.~~erest in that collateral c~.ted lit. him as debtor: or 

(c) A certificate of title statut'ijJijJ' 'ariOt!'er jurisdictiOn under 
the hlw Qf which indication of a. ~ty interest on the 

certificatlFis required as a condition of pe~ection(subsection (2) 
of 12A:9;..(03). 

(4) Cc)gJ~liance ~th a st.t\lteo,'~reatYd.ribed in subsection 

(3) is eq~*~ent to the filiq of a.(~~;:8tatement.Ulider this 
chapter, and a security inter81t iJi~~p8t.tY,~ject,tothe statute 

or treatyqar.i, be perfected only bY~mp~8Ilce therewith 'except 
'.,: ,~ " ': j: ~ , i" of" i ... ­

u p1'Ovid,d' in 12A:9-103 OIl mlUttwer state transactions. 
-' .-' 

Duration and renewal of perfectiOij of: a security interest 
perfected; by compliance with the s~atiJte:qt treaty are govemed 

bY the pmvisions of the statute or t~ity;.;iil other respects the 
stk:Uri,ty inl'erest is subject to, this chapt~er. 

(cf: p.L.19at, c.138, s.18) 

52~ N.J.S.12A:9-304 is amended to teld; .. follows: 

12A:9-3Cl4. Perfection of security Ift.~"rest In Instruments. 
Document., and Goods COvered by ~ents: Perfection by 

PennisSive Filing; Temporary Pei'fectlon Without FWna or 
Transfer of Possession. 

(1) A security interest in chattel paper or neaotiable 
documents' may be perfected by tilina.A security interest in 

money or instruments (other than cain_ficated ""securities or' 
instnurten~ \which constitute part 01 ch8ttel paper) can be 

perfected(6nJty by the secured party' 8 t~ possession, except 
as provided' in subsections ,,) and (6) of this section and 

sub8ectiOff$' (2) and (3) of 12A:9-308 on procfjeds. 

(2) During the period that goodS' minthe' possession of the , ' 

issuer of a negotiable document therefor,. security interest in 

the goodS is perfected by perfectin8 a .~ty interest in the 
document, and any security interest in the goods otherwise 

I 

I 
'" 
, 1 

·1 

.( 

I 
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1 perfect~d dyring such period is subjeclth~reto. 

2 (3) A security interest in gQOds in; the" possession of a bailee . 

3 other ·than one who has issueda,neg9ti,,~te document therefor is 
. ..; .."­

4 perfecte:ct by issuance of a dOcume'lt .~,.:t~e name of the secured
 
5 party or by the bailee 's rec~~pt' qf'l19tification of the secured
 

6 party 'sinterest or by filing as to th~JI~.
 

7 (4) l( security interest in instl'tJJ1X~~~rJother than certificated,
 
..- . . ': .. , ': 

8 securities) or negotiable dOCUll1entsj~""ected without filing or 
9 the t~g of possession for apenotl'of~2~i days fl'Omthe ,tim~ it . , .... ' "', .' ;. ,~",; 

10 att'ac~eS, to the extent that it aris~!:tQ.~pew value given under a .
 
11 .wriUenisecuri ty agreement.
 
12

1 
(5) A security interest femiUns:~~~ted for a period of 21
 

:' ";','': r' '.. ; 

13 dayS, .Without filing where a ~ 'pUty haVillg apetfeeted 
: - "0' ~.~. ", \ -, >p .' _ "" • 

14 security interest in an instriQtl~~·".lotlfer than acerUfit:Qted 
15 securitY), a negotiable docuIIlentci~l':"'inpossessicmof a 

16 bai'e~~ther than one who hU'~~i"8 negotiable document 
.. ". -'.. " - ., 

17 therefo:ri \ :,. 
18 (al~akes available to the debtQr ~e aoods or documents 
19 repres8l.'ting the goods for the ..~ of ,ultiJllate sale or 

:.... : . ~:, ~. ~~ " .. . _. ­

20 exchanp or for the purpose of~~g, unIoadilaa, storma, 
21 shipping; transshipping, manuf'c~, 'fprocesslngor otherwise 

':j.'~: ' 
22 dealing with them in a m8QD.r~ry to their sale or 

'.", 23 exchanse, but priority between CciDriic.~ security interests in 

24 th*Pds is subject tosubs8ction· (3)of ~~A:9-312; or 
25 (b) Delivers the instrument to tli. 4jbtor for the purpose of 

.'.';.-'­

26 ulfimatj sale or exchange or of presenta~ion. collection, renew8la
 
27 or registration of transfer.
 
28 (6) After the 21-day period in ~bsections (4) and (5)
 

29 petfec~on depends upon compliance widf applicable provisions of
 
30 thiscli.pter.
 
31 (cf: P.l..I98.1, c.138, s.17)
 

-' 32 53. N.J.S.12A:9-305 is amended to read as foOows: 
33 12A:9-305. Wh;,en Possession .by Secured Party' Perlects 
34 Securitf. Interest Without FiJinB. " 

35 , A security \IIterest in let'ttlts ofcre4J,t and advices of credit 
36 (SU~6on (2) (a) of 12A:&-118),_.inltruments (other thin 

[. 

: 37 ~ certificated securities), money,neftti.i»le docum~ts ot chattel .. 38 papertnay be perfected by the ~CU1"8i.rty· s takinl poll".
~ , .',\ 

39 of the collateral. If such collateral othe~ than aoods coveted bra 
I 



SCS for 83484 

62 

1 nelOtiable doc~ent is held by a bail.e. tt•• secured party is 

2 deemed to' ha'lIe po&s888ion from' the time "the bailee Nceiv. \ 

3 notificationfof the secured party's inte.t; ~A security inte,rest 
4 is perfected: by possession frOm the' tlme:~;possession is taken 

5 without relation back and continues oni'· sO~ilOnl as possession is: 

6 retainedi uril- otherwise specifi~ iri:t·~'·~hJpter. The security 
7 interest ma, be otherwise perfected H' "1'O~~ed in this ellapter. 
8 before or atter the period of PQCIl!lIes&iOrl."tb,,~securedparty. 

;1 9 (cf: P.L.l981i, c.138, 5.18) 
.", \ 

10 54. N.J;;$~:12A:9-309 is amended ~o're'lI:.··tollows: 

11 12A:9-30.. Protection of P1ifch_r.. 0," IIIItnunent& landJl 

12 Oocument$'and Securities. 

13 Nothing, .~ this chapter limits lbe lijbrf;;of a holder·· in due 
14 course of. nelOtiabie instrument (12~:~~3021 or a ".,to 
15 whom a ne.ptiable docmnent of tUI.' ti.Jieenduly nelOtiat" 
18 (12A:7-SOt)10r a bona fide purcbue'r'of:'.';:.rity (tt2A:....30t)) 

,:., I '.,.:':'.. ......:. '" . 
17 (12A:8~30~J.: aDd such holden or ~"'ft'~e priority over 811 

18 earUer -Wity interest even tho.:'pert~t~. FiliDI ....t tlds 
19 chapter..not constitute notice of the ~ty interest to such 
20 holders ·or purchasen. 

21 (cf: N.).S.12A:9-309) 

22 55. N~J.8.t2A:9-312 11 ameaded to'read·.~W8: 

23 12A:9-3;t'2. Prlorlti. Among Conrilc.maSecunty Inte.ts in 
24 the Same COnateral. 
26 (t) 'Aie' niles of priority.tated iD:dther 88CtIans of tIda 
28 subchapter and in the followinl· secdOns IheU aovem ...... 
27 appUcabler 12A:4-208 with respect to ••-aecurlty inte..ts of 
28 coUectinl banks in items ....... ooDieted, .....,...,... 
29 docmnentff and proceeds; 12A:9-103 on.-...nty Interesta related 

30 to otller JUiisdiCtiODl; 12A:9-tt4 on conIiIiUft-ta. 
31 (2) (l)et_t~ by amencbnent. P~L.1982.,C~2d3, ..4.) 

32 (3) A Perfected purchue money seCudt,: Int_.t In iDvefttory 

33 _pnod" over a conflicting security:iJltenilt in tile Slime 

'1' 
34 inventory and also hu priority in iden..'ifta,b1e cub ,roc..­

,I: 

.;r 
36 received on or before the deUvery of ttre'iftVlntory to • buyer if;,• ""'1 

38 (a) 11le purchase money securitY irtte,.t is perfected at the 
37 time the debtor receives possession ot the _.to..,; and 
38 ­ (b) The purchase money secuted parfJ; lives notification in 

39 writing to the holder of theconfUcting _rtty interest it the 
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1 bolder had, filed a financing statement ~\'e~g the same types of 
2 invento1')' (i~: before the date of the filing: m.de by the purchase 
3 money sec~ed party, or (ii) beforethe?:~l#mingof the 21-day 
4 period where the purchase mc>ney, security uJierest is temporarily

i	 . . 

5 perfected without filing or possesl5ion'(subsection(&) of 

6 12A:9-3041:and 
:,1

'.~ 

1 (cl The holder of the conflicting securit~i1interest receives the ·1
" 

8 notificatioD' within five years before' t~e debtor receives 
j '. 

9 possession of the inventory; and, 

, " 
10 (d) Thegotification states that ~.'LL~~n giving the notice 

• ".J' 

I	 
11 has or expects to acquire a PUrth.·,·~; security interest in 

" ... I ~ 

12 inventory()f~ the debtor. describtDa ~ injenlory by item or type.
'I"~ ; 

13 (4) A, p~ase money S8ClI"tYtjlt~~,,_~~';i:ouateralotlierth8rl 
14 invento~I)Js priority over a confUctin.,:*'lrity inte~tm the 

"" - t­

15 same conat'~ral or its proceeds ilUi' ~emoney security , 
18 interest is]JflJrfected at the time die ~e~t~r ~eives possession of 
11 thecoUate," or within 10 days th8re.ft.~~ --:': 
18 (5) In all cases not governed '1Jt"', otlle~:)1Jles stated in this 

19 section (mcluding cases of pUrch• .mer security interests 
20 which do nOt qualify for the specie.r ~~rities set forth in 
21 subsections' (3) and (4) of this.~c>..t. priority between 

,',	 22 conflicting security interests in the s8Jne collateral shall be ' 

J;	 
23 detennined according to the following rules:.
 
24 (a) ConfUcting security interests tank. according to priority in
 

25 timeoffwna or perfection. ,Priority.'tes frem the time a fllina
 
28 is fint made covering the collateral Or U.e time the security
 

, . 

I' , . 21 interest is, first perfected, whichever is eJrlier, proVided that 
I,. 28 there 'is no period thereafter when there 'IS neither filing nor 

29 perfection. 
30 (bJ SO long 88 conmctlngsecurlty late"'1 are ...perfected. 
31 the fint to attach has priority. . 
32 (6), For the purposes of sub8er.UOIl (I) • date of filing or 

33 perfection 88 to coUateral is also a date 01 tUms or perfection u 
34 . toprocj"~ 

'" 

• "~I 

• ;.; ,j 

'. 
, • 

3& 

36 

(1) If future advances an made WlWe •• security intel'eSt is 

perfected '1)y filing [or]& the taldnl, o''''ession, or under 
31 12A:8-321_.on securities, the secunt, Ifttirest has the same 

/j!!t:;, 
iii; 

38 
39 

priori., for the purposes of subsection (S) 'With respect to 
future adVances as it does With resplCt to'~ fint advance. 

the 
If a " 

."'"'1 
'1) 
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1 commitment is made before or whil, .tmt _urity interest is so I 

2 perfet;ted. the security interest ....Iftesame priority with 
3 l'8IIP8Ct to".dVances, made pursuant t~rj~~·. In other cases a 
4 perfected security interest has Prlority:':fl'Om the date the 

5 advance is'made. 

6 (cf: P..... 1981. c.138, 5.22) ., 
1 56. "this'8ct shall take effect immediately. ·'i 

i:j 8 
) II. 
'_ t'~' , 9 

10 COMMERCE AND.INDUmV-' ,::.-.. - .. ". 

11 CorpoJiatiofls": . 
12
 

13 Amends Atti~le 8 and other :~t:~sectiOlll of Uniforn:J'
 
14 COmmercieJ Code; adds sections to Tit1.~tZiAof N.f.S.
 

• • • .1" 

J ! · i 
';"'( 

I, ~ , • 

! ~ :1 
! 

· j 

J
'j

· l 
\ 

; '1'-,-., 

;): 

J ,, 
!:' I, 

,.
 
"
 
0';' 

~ , 
I 
~ 

" 
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1 there 1$, no period, thereafter when there is neither filing nor 

perfection. .j 

3 (b) So IQJlg as conflicting security inte,.ts are unperfected, 

the first to attach has priority. 

5 (6) For the purposes of sub$ection(&), date of filing or 

perfection Is 'to collateral is also a date of*~inl or perfection as 
7 to proceedS. 

(7) If fillure advances are made whil, .fsecurity interest is
 

9 perfected, by fHint [orl the taking ,g'e: ..._ion, or lIncler
 

12A:'a...321,.,on securities, the _urit" >"l~)est has the same 

11 PriOrity.fdi::the purposes of 8ubsectjpll (5);~th f81P8Ct to the ,,', 
I"j 

J 
1futU,i'8 ad,{@h~es as it does with,'""~t ,t~ th~fil'Sf advance. lfa 
I 

, j13 conunitm.t is made before or wtill.~,the .urity iDte.-tis SO I 

perfected, ~he security interest h.. :jJi~ :Same priori~y with 'J 
. . -, I ,- :! ~ ,. • '.' 

15 respect to advances, made pursuan(tb'''~9. In other ceses • ~t 

'1 
perfect~ s~curi ty interest has Prioti:ty:J.rom the date the 

17 advance is ,made. 

(cf: P.L.I981, c.138, s.22) 

19 58. This act shan take effect immediately. , 
'.~ 

21 

STATEMENT 

23 
j 

11Ie pu..... of this bill .'. to ~te N~ Jel'Hy' s Unifonn 
2& Commercial:, Code to include the bWkofPae amendments set 

~ 
", '.forth in tli., 1977 Official Text of AttiClee (chapter 8in New .. 

27 Jlneyl and (elated sections of the Unifonn;gommercial Code, as 
.~ 

approveclb, the National Conferenceo~:\ Commissioners on 

28 UnifonnState Laws and the American Law.titute. 

As • r~t of the "paper crunch" iiltfle late 1960's the, 

31 Comlnissio,,~rs on Unifonn Laws deemed.it: ,~dvisable to Pl'Opo8e 

unifonn l~~lation for the elimination of or~reduction in the use 
33 of investm&ilt certificates and to pl'Ovi4! roles to regulate 

nuncertifica~\ed" investment securities. 
" 

" 35 The proposed amendments do not co~~l the issuance of 

uncertificated securities by any issuer nord.O" they authorize the 

37 issuance of uncertificated securities. The issuance of 

uncertificated securities is a matter properly taken care of under 

39 State corporst'ion laws or other State laws. 
I 

,', 
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1 Article 8 in the 1971 Official Text (chlllt"r 8 in New Je....,y) 

and related sections of the UnifonnOommercial Code are 
3 am~nded to provide roles to r8guiat:e t~~:' ripts, duties and 

.1· 

obligations I ,of the issuers of 8ild ~~ns dealing with
 
5 uncertificated investment securities, Bridat: ~he same time these
 

roles have been formulated to confoiTnair,9Josely as pos$ible to
 'to 

1 the niles of certificated securities. 
Thearnel1dments have been structure'cl U\i:a way to produce a 

9 minimum of disparity ofresuUs'~(I" :'~rocedutes,whether 
ceftific$ted or uncertificated securit.,,~~mvolved. 

11 FoilowUlB is a summary of the- c;:han.~ ~et -forth in this bill: 

Sections' 1, 2, 48 through 56(~.JoS;4,~A:1-20t, 12A:6-tI4. 
13 12A:9-103', 12A:9-105. 12A:9~203, ,t~A~9-302. 12A:9-304, 

12A:9-306, 12A:9-309 and 12,A:~~3\i'~),a1e amendments to 
. "':'.- . - ­

15 nonc"'pt~t 8 sections and are necesi.1i ~'tof'have these areas of 
'-'; ,.,	 r . .. _. 

the code which tangentially toue;~ ':O!I~ lJ!vestmeru securities 
11 correspond:to the changes made tn_t... '..: 

, SectionS (N.J.S.12A:8-102) d'~t~i~;:~ d.finltiOftofte~ 
19 as used throughout chapter 8. Th••(lqj,,1tM been teltNClUred. ',. 

SubiHiction (1) (a) delinei "cert.ln~.t~;~ty" in -.ntiaDy 
. , :- . I;.' .. '::i :' .' ~ 

21 the same terms as "security" is dtlfilj4;'~~'present law. 
Subsection (1) (b) defines "u..eerilncitja security," and, u 

23 defined th~~ein, it is not repl'8l8ftt"~:'" ... instnn..t and Is" 

alwa,. re,lstered upon the boolelof thti"~. 
2& Sutis8ction (1) (c) defines a "sec:untj.. to be either a 

certificated or uncertificated security. 
21 Other changes made in this section relllt." to the definitions of 

a "cleatii1l corporation" and a "c..todian~." 

29 Section 4 (N.J.S.12A:8-103) relateS to an "issuer's Uen." 
Subsection (a). relating to a "certificated security." is 

31 substanti811y the same as ptesent law~' ~bsection (b)' is new 
mater1alntlating to an "\D1certificated sec'urity" and coRditions 

33 the validity of an issuer' s Uen on a notation in the statam..t 
which is required to be sent to It purchaaetupon registration or. 

35	 transfer. pledge or release \D1der N. J.S. UA!~-408. 
,I 

section 5, (N.,.S.12A:8-104) deals Witli the effect of the .	 'j 

,. !." . '
31	 "overissue" of a security. SubSection (8) has been am........ to J 

live the i issuer. of the security the altem.tives of eUher' 
". ..
 

39	 delivering a certificated security or registetina the tl'8llller of an 
uncertificated security to the person entitled. 
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1 Article 8 in the 1971 Official Text .(chapler 8 in New Jersey)
 

and related sections of the Uniform COmmercial Ccdeare
 
, ,	 . '!'. . ·:t ~ 

3 am~n'ded ···to provide rules to regUlateJb,lt rights; duties and 
q. . -. 

obligatioQ$' of the issuers of and',~rsons dealing with
 

5 uncertificat~ investment securities,.'I.ld· at: the same time these
 
• -.	 '/ • '._ I • 

rules have been formulated to confdrmli(closely as possible to
 
7 the ruls$of certificated securities.' '
 

The amendments have been stru<;~\1'",4:;ijl a way to produce a·
 
9 minirnpm· of disparity of resultsjJ(d .. procedures,wbether
 

'," ·1 

ceftificated or uncertificated secUriti.i.-'mvolved. 
" "	 - - ".-.- ._,' ~~:~";'", ':-. ~., -. . ­

11	 FollowJng is a summary of the qh"'~'~': fOl'th in this bill: 
SeCtiQQ$ I, 2, 48 through 5& ($1:, l$.-tiA:1...20t , laA:&....u4,

,_: ' -, - - ':.," :'c-' .,.	 7.:.~ . . 

13 12A:9...1Q3, 12A:9-105, 12A:9":~,Qa~..:1~,~:9-302, 12A:9-304. 

12A::9-3Q&, 12A:9-309 and 12Ai9;;.:a.~l'~are amendments ·to. 
15 nonc;hapt'ir 8 sections and are nef:~iW~:·t~ haVe' thfiM 01 

thecocl~. which tangentially tG~;,:.~; :~estment .MCuriti. 
17 corielPOnd to the changes mad....~~~~~•• 

, Sectim:.; 3 (N.J.S.12A:8-t02)~~~:~. definitlan~' t~nM 
19 asused:ttitoughout chapter 8. ThihiIcU,,::,- beenirilitructUI'fML' 

SUbeedtton (1) (a) defin. "C.i\cl~_~"',~.tty",ka_tidy 
2t the samet~nns as "security" .. ci_iijt~.priliftt law. 

Sublect'ion (1) (b) defines ~~~-.. .I8C1irity," "11 

23 defined therein, it is not rep t_:.,~-·. lnItrum.at . 

alwa,. "'''lstered upon the boobo'.,~r. 

21 SUbl8ction (1) (c) defines • ".\y" to be either a 
certificated or uncertificated security. 

27 Otherchang8S made in this teenOn re""e to the definitions 01 

a "cleari~g corporation" and a"cust~8D''''','' 

29 SectlOh 4 (N.j.S.12A:8-103) relat.io an "issuel"i U••" 

SulJllecti6n (a), relating to a "certIficated security." Is 
31 substen.tally the same as present ··law~ '"'Subsection (1)>)'' isr" 

materia" relating to an "uncertiflcatld secUrity" andCOftCllt. 
,	 .'. -.... 

33 the valtdity of an issuer's Uen on a not_tion in the .t.t~.t 

which is required to be sent to .~h~rupon relistrat.;" a 
35 trrifet.· pledge or release under N.J.t 12~:8-408. 

SscHon:' & . (N. j .S.12A:8-104) de'" *Jih the elftJCt of the ' 
37 "overiSSUti" of a security. Su~ection (*ii has been am~ to 

give the issuer, of the security the'aUemaUves ofett".. · 
39 delivttl'ing a certificated security~r tegi.t~)ing the IraM'eror .. 

uncertificated security to the person enUUi!d. 

.'. 
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1 Section 8am,ends the title to N.,.S.UA:8-f05. and the section
 

is S\lbstan'iially unchanged with~~f to certificated
 
3 securities. Subsection (2) has~en ~ckI~","'d states that the
 

various writ·inIS. or statements required, tQ.b.tt. or which may be
 
-. '.- ; ....'. -.
 

5
 sent by thlri$suer of WlcerUficatedsecunt'i1;$' .,.d instructions are
 

not to be~egarded as negoUabte ~t~~ts or certificated
 
,7	 securities. In subsection (3) lanpale ffiis,,~~n added to extend t; 

the~~ption of validity of Signatu~~~ initial transaction 
( 

" 

9 statemertts ,sent by issuers of Wlcert{ii~~t~ securiti~andon 
inst~tiOll$,originatedby oWners andpI8dl.:~ of uncertificated 

11 securitiu. 

SectiOO·' (N.,.S.12A:8-106) de'" ;\fj,",;~u.e applicable l~w, 
•• '" : .~:	 o-J' .. - . 

13	 relatint,t•.:~he validity of a secutity,:·q.tI;i~ts and ;duU.of ~ 
;. ..' .	 -.'.•~ "" ... - j . : ..illuer ""'~has been amended to~.udei·. ."ect~v... of	 

" 

?'1&	 rept,.n"'i,by the iauer toth. t~f.~~·••or ._:01. 
unce"'i'icat'" ucunty. . 

17 (~=Jn-:-':':~:~:':'s::.~! ' 
19	 aectloa- .. filrther ......... that l.t MU,·~ to the t...rer'ol'
 

'1	 , . 

both ..cett.lfk:at "uncertlfk:atea", ~t... lIId ....t Is 
21 the ...olin.at to pay. 

Sectloft .. addl a new leetion ."N.).S.i2~'-1". R....tra~.. 
23 01 , ......... R.lease 01 UlICert"lc.t":~ti.· to the N_ 

Ie., Statut•. "'11 eectlonmt..... the ccmcept of"" 
. . 

21 .........:'1... of 1ft unc.rtlficated ,~ty. There caa _, 

be .....t.red pledae of 1ft unc.rt,ln.t.r~urityat Iny ....... 
27 ... tba rrWfter of the ..euI'U, Ie the One... ... name it .. 

reaIItlred. Ripts under the al:' t.nnlnated br api....
2.	 fllllat....ian of rei.... 

SeCt"".~ (N.,.S.12A:8-201) chtaJa ,with r ............ 
31	 am.... to redefine an .....r tolncl wIlD clUte 

elther certificated leCurlU.. unc.rtifiGated.J1ecuriU-. orbothe 

33 SecUOIl -11 (N.).S.12A:8-202) deala 'with .. "r·s 

f8IPOIIIlbiUty and defenses ... noUc. of deJect or .,..... 11da 
3& section .... been expanded te provid.thlCthe te... not,", or 

, :. 

ref.tred to 'in an initial transaction ,tatemllit _t to a purc:haer 

37 of an ~.~tificated security or his 1UCC.lDr will conatUute 
constNeUve notice to persons who deal witli the securlt,. It h.. 

39 also been expanded to estop an issuer .,r' an uncerUlicated 
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1 security from assertina its invalidity aalinst a purchaser for 
value and without notice to whom ali initial transaction 

.	 'I:: I . . -. 

,	 3 statement· has been sent. The'·defens. s~~ forth in subsections, 

"::.,. 
.;-:;: (3) 8Ild (4' are extended to include pl,lrCh,...ers of uncertificated 

5	 securities;, -------­

Section. 12:, (N. J.S.12A:8-203) deals wtth.::~~alene~ as notice of 
.' .:: 

7 . defects Or defenses and has been arnend.,ijl'~ that it applies:only 
to certificated securities because thQ~ In~~ be transferred to .~
 

-" 9 purchaser by delivery after matUrit~d~;fcalled. redeemed' or
-. ' . : 
becorneej(chanaeable. 

11 Sectior)- 13 (N.j.S.12A:8-204) de"'-:mtli'~ issuer's restriction 
-: :-:'	 . - .>.';"'. ''\' 

on .tt~f,r. The section has beenam~..~ to provide _that a 
.,','"":':' '·r r " . 

13 restriction on transfer of a securi."'is")neffeetive8lainsta­
person without actual knowlqeurU4i\s).- i$noted conspicuoUSly 

15 on a certificated security or riOtlc~;oi~;,(b~:NstriCti~iIJ~t.8d.-
--, 

,	 . _ . -- . < .h, ,"--, ,',J -" __ - - . 

,in the1Jlltial transaction statemen" slht':.o;':the teaistered .OWner 
. "..	 . . . . .' 

11 or therl.jstered pleqee. ..•~ 
Section 14 amends the title of N.,).5. ~2A:8-2OS by deletina 

19 "Issue" ...-d' adding "CertificatldsecUflt,~:or Initial T......ctlon 

Statement." This section has "'atft~; eo thattheeff8ctor 
21 ·ineffectiveness of an unauthonl"ad~~ wiD applyto····both 

~ I ­

t" certificated IftCl uncertificated i8curltl.. iT 

23 Sectlola 15 amends the title toN.l.S.,izA:8-208 by del,tinl ,-­

i"lnatftim.t" and addinI "CertlfiCit":~ Security or Initial" 
i­

25 Tralllactk»n Statement." The P....t'~~ law as to completion 
··oJ: or alteration hal not been cbanpd bUt th~taubsectionl have ...... 

• -	 • -(,j. 

27 ch...... that sublectlons (t) and (2f:1relate to certificated 
l8CuriU.. and IUblectkn (3) and (4) tel••_ to initial ttansaetion 

29 Itatemint•. 
l' ~.~ I 

·.:1~.1: SeCt_ 16 am'" the title to N.j~$.12A:8-207 malcinl it 
31 applicable to the riallts dUties 01 :"issuer with re&pect to 

rellste'" owne~ and pI ~., 

33 SubseCUon (1) II thttlijlat. thereunder apply only 
to the ",,,.tered owner ofacertlfk:at"~rity. 

35 SubsebUon(2) II new and PIOVid.t~at:J~e issuer subject to the 
provisiollS or sublectianl (3). (4) and (8), 'm,y treat the relistend 

37 owner of 'an uncertiflcated _unty uthe person exclUSively 
entitled to:811 riShts and powers with i'8aJ)8ct thereto. 

-
I· ,,- . 
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SubsecUon (3) is new and provides ~b.t the owner of an 

unc;.ttificated security subject to .a· ...filtered pledge ~annot 

regilte..... transfer without presenting a rlit,.., of the pledge. 
. ,~I - ,,1, '.' , '-. 

SUbsection (4) is new and provides thBt·'iPon presentment of. 

transfer i.nstruc~ion from a registerE!dplmJ8~ of an wlC;ertificBted 

security. thE! issuer shall register the t:r~f~r of the security in 
accordanc'e ~ith the instructions. ' ':' 

Subsection (5) is new and provide" th~t the continuity. of, 
petfiH:tion of a security interest iSnQl ;I)rq~en by registration of 

. _ " _ ..• e;. ,- ,.~ . ' . 

tnu1s'et~der subsection (4) (b) or ~y.~ptrationof release and 

pleqeqn~er subsection (4) (c) if the, ~J~ij~y;~is assipecl. 

~c~,~n (6) is new and '. p~vi~~l:lt4~t~:,if an un.c:ertUicated 

seeurit~ ...... Subject to a te.u~~ .......e my securiUe.. . :~ 
. .", .. ' .' ",,', .-.:­ ... 

WlCerUf~.ted or certificated. ~.. ,qa excbanae for or . 
. ,..; "!:' ..,~,. I - '." . 

diatributltl with respect to the .pl~" security staall:be .. 
;-:; ."," . '. .!;,~ • •• ~ ..:; . _... --.. " . 

....1I,••:·JUbject to the pleqe.n.4. if' t;'~ificated. deUveredto 
'/":." .. , _ .. :::-:. c,.,:, .:0 ... i J 1 _. . •... '.' _ -'. 

t"'".~t,"red pledgee. The au~t".~l'~r pIOVi~. that· any 
-:">.':, .. :': ,': "','- I r _ . 

....-ay,. in exchanae for or in~mptioli'of an uncert'iftcated 
. . . '. ",-,;. - . ;j::l-t;": .:;; .-

1ICUfi""U be paid to the ·regiltetid;il....~ 

"..,.:' t' (N. J.5. t2A:8-208) ~With theeffeet of the ., 
.~. :~ ," 

.....t..'0' 1ft authenticatina trust,"'••'...~~;,., The I8Ction· ... , 

........ to II extend the warnntl. of .a ;,~ .ut tlca .... 

truitlei.'r.r.tnMfer ....t «ar the :..~ to the addl•••• of , 
lnitlll t..-.clion It.tementL ' 

SeCtloft 18 amends the title of sulJchaaat. 3 of chapter 8 frana 

"Pun:hue" to "Transfer." , 
-

"·"t 
'Jsection 19 ame" the title 0'N.j.S.'~A:8-301 by deletina 

"AdVene Claim; Title Acquired by ........ Purchaser." This ,. ~ 

section hu also been amended: 

(a) By deleting "delivery" end inIIertIDM, "transfer" in place 
thereOf; 

(b) Bylnserting in sublec:tiOft (I) "to a ~r (12A:8-313)" 

and"unliils the purchaser's rilhts ateliftUJ" by 12A:8-302 (4)" 

and deleting .the lanauale commem:."e~.Pt that a purchaser" 
thft)\IIh to the end and insertina a refe~e to N.).S.12A:8"';302 

'i 

(4) .. to limitation of a purchaser's ri,bta; 
" 

(c) Su~tion (2) of the present law h....en deleted; ando 

(ct) The last sentence has been adcl,ild to subsection (2).
 

fonnerly subsection (3) of the present law. to include the creation
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1 or release of a security interest in a securl:ty as a transfer of a 

Umited illterest in that security. 

3 Section 20 amends the title of N.}.$.~2A:8-302 to include 
f·:·· "AdyerSe',Claim" and "Title Acqui~ .~::~na Fide Purchaser" 

U~ '" 
5 and the entire section has been*t1V~t~d: 

SubsectiOn (1) defines a "bona fide!"p~~er" of a certificated 

7 or uncert.ficated security and thet.mes fci~~ testing knowledge or 
." _- .,,'< • ~_ ( ko . 

constructive knowledge of the pU~h:.r. 

9 Subsflction (2) defines an "adVerse .eb••m.j~; 
S\l~:t,.on (3) provides tilat' in.1l4iU·ti~~·i; ri~ts ac::q~red""'t. . ) 

'.' ~ .... . ..... ',." ".' .... 

11 N.J .S.12'}\:8-301, a bonafide purcm..,'.... acquires his <interesf 
- ,-,: ;." ~.-

free olany adverse claim. 
, .. 

13 SUbseQ~lon (4) provid. tb,t til. ,.rei- of a ce".ftcate4 . 
,

, 
I 

:.: .. :" _ .'. ':., '''I''I'd' .. : __ -,-',..- _,c. ,'_ ." 

seeurit,,,bo has been a partytq;~, ~iaI orhad.~~ctf:' :~ 
: ,~~

h§16 an..sv'''e claim 8ffectiJtl tlj.'~fy,) cannot bq~.·:biI' .. 
. ",. "':; '. . .. 

'J
IIposition' bY taking from a bonafide ~... 
, I17 sec:tio.i21 (N.J.S.t2A:8-303).'~i"j "broker" ",the ..r~ 

amendni.i.is make no 8U"tantlv.~':': 
~, J 

19 Sectlod:22 (N.J.S.t2A:8-304)de~L~o.i~tiee to ~r of 
a.e_c~~. . 

21 SubeeCUcin (1) of the Pl'8l8lltlaw .1I~ 10 tbet it wiD
'".. , " 

apply onlY to the purchaser ofa "certificated" security with 
. . ' 

23 f81i*:t to nolle6 of &dYe.. elalma. .' 

A new sublectlon (2) hu .... ,~ providlnl tbetthe 
, ,:~ 

I 

26 purchiler of an "uncertlfieated"l8CUilt, 11 subjeet to t'" 
adve,.. claims noted on the initial t~tkJn statement ...tto 

27 him.· 

Subsection (3). fonnedy IUblectiOn (2""" tbe p.....t law. hu 
29 beeil··am.nded &0 that it is appllcabl~tp the purchlser of • 

"cerUflc.ted" or "uncerUficated" security,: , . 

31 Sec~ion 23 (N.}.S.t2A:8-30&) d.a1aWlO(~talen_ II notice of. 

adverse .cl8im. The section hu be.....,.ended 10 that it wiU 
33 relate only to a "cerUficated" security;. 

SectiO~ 24 amends the title to N~ j .S.t~:A:8-308 br addina "of 
36 Certifie.ted Securities; WarrantiMof OriIinatofti of· 

"'",
" I..tructions... 

37 Sub8ecullns (t) through (4) have be8ll)lmended so that the 

warranties set forth therein apply' oijIy to "certificated" 
39 securities. 
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Newsub5ection (5) establishes warr.nti", made by a person 
who isthe;~C)riginator of an instnif:tion to.en ~r. 

New suli5ection (6) establishes warr~t::~M r;nade bY a person 
w~ is the originator of an instrp(:~i.nt~._ a person specially 
guaranteeb1g~he originator' s sigriatu",·Und~~·:'N. J.S.12A:8-312 (3). 

New su"ection (7) establishes war~.t~~ made by a person 
whooriginetes an instrucUonto a~hg~r fot value and Bray 
person gu~~~teeing the instrUction .uP4it' N.·)~S.12A:8~312(6). '. 

• I - :'" :­

New s\l~ec tion (8) limits the war~~U~c~'de by the originator 
of an inst,n.action when an "Wlcettific.ttci';je_~urity is sUbjec.t to a 

.. .... J - --, 

securit¥ interest and the ori8mator .-is'or.';llcts for either the 
registet,cfpledgee or the registe~. ~~.,Wwho is the secured 
party. 

New subjection (9) estab1ish~the,war.lles of a person Who 
transfers .,. "uncertificated" .uri~~:·~:«ioes not ori~atean 
instructiCJll':.in connection with its t'raijs'~~. . 

New ...~ection (10). fonnerly~~~ic#t;:(Ji) under present law. 
states tliefa broker gives to his cue'oms, .•d to the isSuer and a 

, . 1·'.1 

purch...... ;~he applicable warranties und"r tliil ~tion. 
Section 25 (N.).5.12A:8-301) de.aj·;ltb~'; effect of delivery 

without "rsement. and has been ameD@!d so that it is only 
applicable to a certificated security. 

Section 28: amends the title to N.:).5. t2~:8-308 so that it now 
readi "lncIoi..ements: InstructimlS." thiS section has been 

n&tnaclured. 
Subl.ctions (I). (2) and (3) deal wU~: indorsement of a 

certificated security for the putpc)Ses of ..........ent or transfer. 
SublectiOns (4) and (5) relate to and det~ an "instnaction- to 

the ....r of an uncsrtificated security' for the purpG8e of 
nqueatlnlJ the transfer. pledge or release from pledge of the 
UDCetUfiC,ted security. 

SUblectlon (6). subsection (3) in t~p~t law. defines -an 
appropriate person" under subsection (1) lI]he person entitled to 

• certific.ted security. 
Subsection (1) defines "an .PPl'Opri8te~t$Oil" under subsection 

(6) to mean the person authorized to i58US'an instnaction for the.' " ' .- ' 

transfer.• .-ledge or release of,pledge. 
Subsection (8) further defines "an ai»propflate person" for the 

purposes'of i!i~bsection$ (1) and (5) when th.t person is a~tin8 in 8 
'I 
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1	 fiduciary' capacity, persons desisnated~.as ,~~nants by the entirety 

or joint tenants, or acting through an. .,tint:. 
3 Subsection (9), subsecti0n (4) in' .tile pr-ent law, has been 

broadened to include both c~rtit.~c:at~~ and uncertificated 
5 se~urities sq that the indol'$Br of. a cetntl¢.te or the originator C)f 

an instroc:tion will only assume tite o1i'iSIit:i§ns of N. J.S.12A:8-306 
1 unless otherwise agreed. 

Subseclioh (10), subsection (6) iri.tbe.!Rresent law, has been 
. "' i ._ , ..... . . 

9 broadened to include both certificated' and uncertificated. . ,.'	 . . <., '. ", H~.f-·: .' , .. 

securitiEjS. The time for detennininJ" tll~ appropriate person 
, . 

11 remains unchanged. 

Subsecdon (t1), subsection (1) QIl~'I\:present law, reillt.qg'to 
~	 , 

13 the authQrity of a fiduciary ..emji~; \#1C,~qedbUt has been. 
broadened to include certificatedan.ct;U#~,~rt:ificated securiti!l. 

15 section 21 (N. ) .S.12A:8-3(9) 'tlh't'8llr~ to the effect of 

indorserri:ent without delivery, and'h"~jl amended lO'thilt it 
11 applies o01y to a certificated security,. \ 

Section 28 amends the title tqN.l~~~12A:8-3tO to include 
19 "Certificated" and has been ameftdecf~~o: apply only to .' 

certificafed security. " , 
21 Section 29 amends the title to N.l.!J~i2~:8-31t to include "or 

IlIItruc:tiora." The section has been ....end~ so that it applies to 

23 certificated and uncertificated securities. 

_Uon 30 amends the title toN.J.S.t2~:8-312 to include "or 

2& Instruction" and the section has been ~t~tured. 

Sublec,tion (1) has been amendedso:/that it applies to a 
21 certifieat;ed security and sets forth the w8tranties of a auarantor 

as to the silflatures on an indorsement. 
29 SubSections (2), (3) and (4) relate to an ,lJ,nCertilicated security 

8ftcl ··set . forth the warranties ola sU~rantor and •.,special 
31 8U.rant~r of the silflature of the originator'of an instnaction. 

Subsection (5), subsection (2) underp""nt law, provides that 
33 the guarantor' of an indorsement not 'onl~':makes the warranties 

under subsection (1) but alao wart8nti the riahtfulness of the 
35 patticulB'r transfer in all respects. 

Subsec:tion (6) provides that the ....rlft~~,r of 1ft illltnactionnot 
31 only makes' the warranties under subilcti. (3) but alao warrants 

the rightfulness of the particular tran&ter~pledle or release. 
I 

., 
" ' , 
, I 

> 
~l 

.',
'0' 
.} 
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.~ 
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1 Subsection (1) sets forth limitations as to ,conditions an issuer 
,
• may require to registration of att.fer",pl~~.or release. ' , ' 

, . - :'10:,: 

3 SubsectioJl (8), subsection (3) under,p...~nl law, restates the 
,',present law, but is madeapplicabte t9' certificated and 

5 W1certificaled securi ties. 
• 

Section 31 amends the title to N.) .S.12'A'£~313 so that it will 
I' 

1 read: "When Transfer to Purchaser 'Occurs; Financial1-" 
.~ ""-c' :. v _ • 

:,1.,: 
; ~:;,., intermediarY 'as Bona Fide Purch8.$er; "fiP1Ut~ial Intennediary; ." ,,;':1. 

" " I ~ ~ • 

9 Extensiv~ technical changes have been:made:~in the secUon 'and 
" ' 

.' ;"', 1 ,- .", ,. .:' ," ,'-"'! 

d " only ag~f;f~.l explanation ofthOitrc;".nI",'~i8. made. 
~.: 

. :.~ . - :' " ,",~'" ..-... ' 

11 SUbSec:t'iQl1' (1) relates to bothcerli(ic.l~':and uncertificated " .... :. >;;­
('!,; i... . ," 

securities.. As sel forth In thissubseetion':a trBnsferof a security " . 
,. • ..- .... : ".- 'Ie ,_ t'l I·· "'- ".-" .r 1 i,,, .


',. 13 or a limH~d interest therein to':pY~f~:OCCUl'S only at the
 

,.', , times and upon the conditions set fot1ti(tiere~. 
I.; . 

15 SUbseC:liC)~' (2) sets forth the concIiti~undti'~ which a purchaSer
;- -. , ' 

acting 'lhro\,lgh a financial intenilediary'~mes the bona fide 
11 purchaset of a security. 

Subsection (3) provides that onceafin~~" intennediary has 

19 become a bona fide purchaser ofa certit~c~~!d or W'lCertificated 

security, i1Qtice of adverse claimstohini>~r his customer are 

21 ineffective. 

Sublec:tiorl(4) defines the tenn "finantiaFintennediary" and it 
>, 

23 nplaces "broker." 
:=1 
~r <
",!, " section ~2 amends the title to N.J.S.12'~:8-314 by deleting 
f]! : 2& "Deliver" BJfd inserting "Transfer." 

" 

I 

i This section deals with the sale of, a certificated or 

21 uncertificated security when made on an eJi(C,hanae or through a 

broker. 

29 Subsection (1) (a) sets forth the circumstances under which • 

sellina customer fulfills his duty to transfet:~d subsection (1) (b) 
1 I';, , 

31 sets forth .the ci rcumstances W'lder which a .lliq broker acliq/i
',I
,L for a sellinac:ustomer fulfills his duty to· 'r",'er. 

33 SubiecticJn (2) sets forth tbe circumsta.tH.;es under which B 

transferor's duty to transfer a security isnotJUlfllled. 

35 Section 33 amends the title to N.I.S.12~:8-31& by deletina 

"Purchaser" and insertins "Transferee." nut section dealaWith 

37 the ripts of a person against a ttansfereti for the wronaful 

tr8Mfer of 8 Security. 

\'0:' 

': I 
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1 A new subsection (1) (c) has been a~~cfsranting the transferor 
the rigllt to compel th~ origina.tion of an:l}nstruction to tl'ansfer 

",l3 an~e:.1ificated security which is tile' Jij}tctional equivalent of 
.)

su~tion (1) (b).	 ., I 

1 
5 Subsection (2) has been amended sothaflt is only applicable to 

acettifiijd ~ecurity. '1
J1 SulJsect:ion (3) has been ame~ed to:, make the remedies , 

provid.,d ,therein applicable to cerfificated and \D1cerUficated . . -:~~"	 .. 

,.. ,." 
I ',:	 9 securitjes; i 

: .;. ""Isection 34 amends the title . tP,N:·j;;S~12A:8;"316 by addins	 \' 

11 "PI~.eOr Release." This $l!(:tiO~;;;~~~'~with the right 'of a, 
transfetf)e to require his trans,~~~~)to.r:fumish him with,the 

13 requisite$ to transfer, pl'edleor:"'I~~ 'or obtaill the transfer. 
"	 , ', ,';'~, . ":1'>. t._ ,,-".' .. - . 

pledleorrelease of a certificated'~~~~~~ficated~utity. 'I 
15 Section: 35 amends the title, to N::'4l,..t~~&-~ 11 soth,.t, it wiD 'J 

read' "Ctltditors' Rights; It Ext8llSiv~;;Clui~J."have been ,made to 
"	 'q ~:ll:! 

17	 thep_tiIlt law. 
,, 

,Subsection (1) has been amendedtoappw only te» acettificated,' 
II 

19	 security, 'and, as to a cettiricatit::~~ty which has 'b8en" '. 

sul'l'lllder8d'to the issuer, can ord,~biIfe..Ctied by'lel81Proce&S at 
~ 

'.-:, ..!'- .. ,. _t 

21 theiasUer's chief executive offici ift' iil.U~tectStates. 

Subsection (2) provides that an' '~ertificatedsecuri'y 
23 registered in the name of thedebtorc'fjft ~ be reaChed by legal 

process at the issuer's chief executive,ddi':. in the Unit. States.. 
, .	 ' 

25 Subsedibn (3) provides that a ,'d~~or's intenflt in a 
certificated or uncertificated security WIdCh is the subject of a 

21 secured transaction can only be reaooedBy':"I.1 procesiI upon, the 
secured- perty. 

29 SubsectiOn (4) provides that a de_lor'S inte..' in • 
certificated or \D1certificated security in: ,the ...essioft 01 or 

·31 registered' in the name of a financial 'int':""'ediary can only be. 

reached 'bV legal process upon thefman~l.l intennediary upon , 
33 whosebG6ks the debtor' s int~resf appears. 

, ,subsection (5) provides. that unIessothe,twise pl'OVidedby law. 
35 a creditor's lien obtained putsuant to $ubSea:tions (3) or (4) is not 

.1	 . - - .:; . 

arestra~nt on the transfer of the securlty.tree of the lien, to 8 • l 

37 third.party for new value. In that event, the creditor'sUen 
attaches to the proceeds of sale. 
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1 Subseclion (6). subsection (2) under p",sent law. remains 
virtually. ~changed. 

3 Section ,36 amends the title to N.J'.S~1~'A:8-318 by deleting 
"Delivery" and inserting "Conduct." This section has been 

5 further amended to make it applic~ble;;)o certificated and 

uncertificated securities so that the el(Oneration provided therein 
I C" ':_ "', 'h.")· , " 

1 to an q~trit' or bailee will apply to bolh'l'~ 9f securities. 
Section' 31 (N. J.8.12A:8-319) deals':Wltt,J(;~.,e statute of frauds 

9 relating to'contracts for th.J'sale of secUritif,!S. 

SU_llpn (a) remains the same. 

11 Su)lseCOrm (b) has been amended: t()' ,apply. Jo both certi,ficated 
~,.,_-_.:~ - .. ,'. "' .. : '1'..~ , ~ 

and unc~Jt,ificated securities. and: ttl~;~rf0!Jllanc:e ttxce_tions of 
13 the ~.:jon now ,include acce~t~ij';of;a transfer inst"'-;tion 

by at~feree and the l'8Ptta'ftbIJ. of transfer of an 

15 ~ertifiejted security where" ~lt~::: ~biections by the 
trans'eree' 'have not been made ,to tl1erfJllstr.tion within to days 

11 a'terrecelpt of the initial transacti~n'~t~t~ent conf~nninathe 
rept"atiOli. 

19 SUb8ectiQns (c) and (d) remain UIlchlJll"'~ 

Section 38 makes a very sman ~"e ildbe 'title ofSecUon 18. 

2. of P.L••964. c.166 (C.12A:8-320)~11US,_'tion deals with the 
".",-i?} 

tranafer' and pledge of _wiU.., b9,!I:a certllicat'" and 
23 uncertificated. within a security d...-to.,j;. such 81 a clearina 

house. 11Ie section has been restruc~und~ 

25 SubseCtion ~(1) provides that securit,ies '!jIay be t-.l........ 

pledged. or a release may be effected by ~~king the • .....,n.t. 
21 entries on the books of the clearint·.... 81 proviclld ill 

subsections (a) and (b) thereof. 
29 Subsecti~n (2) has been amended by insei1ing "or rele...." at 

the 8Dd th.reof. 
31 Sublectlon (3) has been l'8written ,to address certain 

ccmseque~es resulting from a transfer•. pJ"e or rei under 
33 the section. It further provides that a tranS'eree or pi may 

35 
be a bOnafide purchaser. 

Subiections (4) and (5) remain unchanged. 
'. 

section 39 adds "12A:8-321. Enforceability. Attachment. 
37 Perfection and Tennination of Security lnterests" to the New 

Jersey Statutes. 
39 This section govems the creation. perfeetion and tennination 

of securitYint.ercsts in certificated and uncettificated securities. 

i 
-l 

>J , 
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1 S~b$ection (1) provides that an eff~live transfer under 
N.J.S.12A:8-313 (1) is an 8S84mtialelement'"~o the creation of an ,."

3 enforceabl~ security interest. 

Su~ection (2) provides ttlat wh.. y~ue,:~~ been ~ven and the 
5 debtor h8$ rights in the collateral. en 'aPPropriate transfer will 

result not only in an enforceable *urity;b;i~rest butalsOin<one 
7 that is IMtrfected. A security inte_fc'~~t'd.d by tr~ferunder 

N.J.8.12:A:8':'313 (1) (i) may becom~ ',~.,r(ected' if, within 21 ;~ 
, ,9 daY'. Uiefequirements of anOther mtl~JiiI';~Qf effective transfer ,.1 

under N~l:.S.:\12A:8-313 (1) are no~sat~~~~~tl:-r 
11 Subsec:tic)n (3) makes a securi~Y'ln~tt",~:liJ):. security subjeclto :1 

the provisions of chapter 9 exC:ePt"~itii"jlled in subseetions (3), . 1
·1 

,-.
' .• '!13	 (a)IIlCI(31;(b). . ." ' , .' 

, ' 

, " ,'." -:! 
~Uon (4) provides that a ~~~jl'ift,erestin a,seCurUYis. 

15 te""inat"': by transfer to the debtijl9~,~a~·"'nan"""'t""by' 
,.,,' .. , .• ,00· ~- ,. -. '1 '," , .. .. . . ­• 

;,

him .e.. N.J.S.12A:8-313 (1). 'J1ijf;~tlan aIIo..,."iMa· .•
17 conditions for the continued or tenlWti:"~ectlonof allC:Ul!lty 

interest. 

19 SectiOn 40 amends the Utle :to ~!J.S.,l~A:8-40t .., ...... , ' 
, >,"Pledle or Release." 11lis sectloia:d~::"th the duty or. 

. '. I 
, .

21 ilsuer to honor instructions r81.ti...)t~,~'tta~.,~"""er of I8CUfitiel" ·,":1
and the liability of the lauer te8Ul.•~' J~m 'aUin to take 

~ ~' , i 23	 timely acticNJ on the instftlCtlons. 'ibe,.ti9n has been ~ ':'1 
- :: ;1	 . r_ ' . 'j 1 

; .1 i • that it- will apply to certificated, 8rid ,.e~ificatedseCuritieL : i . ~ ::; 
25 Section 41 amelfds the title to N~J~s..t2A~"'402 by -... ~ancI	 

0/ 

01" 't.' :,·t	 I
-r7"!,'; , , ,	 ntnM:tions:'" The section has ........~ to provide that an I
 

J i::. ~ •	 ··'·i·';., ~.-;	 i
'1 

1
• 27 iasuer may require substantially the' same assurances for tM	 ': 

.t+' J! 1
Ii i':';;	 relilUraUQP or an \Dlcertlficated security ..'are required for the 
..·.·H·!:; 
,Iii:.; 29 relistraUon of a certificated security. 
,.,. Section 42 amends the title of N. J.~ t2A:8-403 to read 

:,' J 

31 "Issuer's Duty as to Adverse Claims." As st'ated in the amended· 
title, this section deals with an' isSuer's:'lIuty with r8spectto 

33 adverse 'claims when a security i8PI'8ll8l1~,'" for resisiration. 
.	 ;··:;r:· ­

SubUcti,- (t) has been amended _tlldt ··...uirement. set forth 
•	 . C 'j 

35 therein ai .0 inquiry relate only tocerU'lc8t~ securities. 
Subsection (2) has been amended. 'hat: 'the m~er in, which 

',.
37	 an issuer may dischBfae any duty of mq~lry~ '\incler subsection (1) 

applies only to certificated securities. 
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1 Subs,",tion (3) has been amend". so, ,that an issuer is not
 
required to inquire into adverse claims umter the particulars set
 

• , . .-. I 

3 forth in the subsection and the subSe,c=:tion applies only to
 
certificated securities.
 

5 Subsection (4) is new. This subsecti(JO p,~vides that the issuer
 
of an Uncertificated security isunij~r; ~ duty as to adverse
 

1 claimse~(:ept under the condi,tjons~.,ff()...ib;inthe subsection.
 

Subsection (5) is new. This subs,ct.i~n:~,ts forth the manner in
 
·'t .'~~. 

9 which an issuer of an uncertificated~ij~ty may discharge his 
duty as td an adverse claim. 

11 SUbseclion (6) is new and provideS tb,t jr-lhe transfer or pledge 
of a ~\lrity is registered su~je~t tOllt,iadyerse claim, the claim 

13 shall be ,noted in the initial tr.ct:ion statem~t8ndiill 
, • 'I" : . <;.: .~,' :..~).' . _.. .' '.' .. ,- ," ., . 

subsequent statements sent to the t\'~f~iee and pl""e under 
15 N~J.S. 12':8-408. , 

Subseclion (7) is new. Thia section ...ides that where an 
17 uncertifi~ated security is already ...bjecf:t~ a rqister8d p~edge ':':"'. 

'.which lbi issuer first leams 01 an 'aClYe_~cl~m as to which he . 

t9 has a duty, the issuer has no duty "lQ ~ claim if transfer of 
the 88CU~ty is requested by th......t•• pIeclaeeuniess it 

•...." '."1' 

2t CQJIl81 within one of the exceptions ..tf~r~JntheIUblection. 
hctlon 43 (N.j.S.12A:8-404) d.... .rth .the liability and 

23 nonliabillty of an issuer for registratloDofi:;security. 

Sub&ec:tion (1) deaUng with exanetatiQ(l of an issuer from 

26 liabilltyarish,. from registration has been"amended to apply to 
certificated and uncertificated securities. 

27 Subsection I (2) dealing with the remedy for improper 
registratiOn has been amended to apply only to certificated 

29 securities. 
Sublet(ion (3) is new and deals with.the remedy for the 

31 improper registration of an uncertificated ~urity. 

Section 44 amends the title of N.J.S.,t'2A:8-40S by addina 

33 "Certificlued" which makes the section applicable to lost. 
destroyed and stolen certificated securities. 

35 Subsection tt) has been amended 10 that it will only apply to 
certificated securities. ' 

37 Subsection (2) has been amended to Pe'rmlt'the issuer to replace 
a lost. destroyed or stolen certificated .urity by issuing a '.j"'

39 replacement an either certificated or uncettificated form in the 
manner provided in the subsection. 

.'~ 
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Subsection (3) has been amended to prov~~e that, where a bona 
fide purctaaser of an original certiiica~~~',~urity p~tsitfor 

- . • .' t • 

registratiQD of transfer after the i_\..mce~I~J a' new certificated 
. . I , '," 't . . 

or uncertificated security as a r~pl"cement. the issUer may 
recover ,the certificated security or "c.m~@l the uncerti,fieated 

securilyimless the rights of abQria"fide purchaser have 

intervened; 

Sectio.n 4'5 (N. J.S.12A:8-406) deal$Wi'~h the duty of an 
, 'I· 

authentiCating trustee, transferagerif'or ,:registrar. The section 

hasbeel'tamended so that it will a~~~:~~'both certificated and ..' 
, 't",· 

uncertifiQated securities. 

Section::46 adds "12A:8-407. Exc~~e'~iJity of Securities" to 
the New JerseyStatutes., 

Subsection (1) deals with the '" ~8~t,;~f the holder of ,a 

certificat~d security to exch....: it,::;for an equlvalept 

uncertificated security and ttle rilbt,Clf*~ repteredownetor
.'. , .'" _... ­

registered: pledgee of an wacertil~jt~ ~urity to obtain a 

certificated security in .....,'Iorlt. This aublection is 

limited to those lit...t" whire, both certificated and'. :.. , ,', 

uncertific.ted securiti. exllt withUt ~t.......e issue and either
 
fonn is available to the owner. 

Sublection' (2) setl lorth thep~· for exchanaina a 

certificated security. The r. aftir ~rainI his duties 81 

to adverse claims. shall an uncertifi~ted security subject 

to all liens. restrictions and claims whi~ were noted on the 
certificated ~ecurity. 

Subsection; (3) sets forth the ptoeedurt for exchanama an 
uncettificated security. The issuer Ih8lf issue en equivalent 
certificated security on which shan be ..~ted any ii_and 

.~ 

restrictions of the issuer and any aclvene ~'~ims which the issuer .': 

has to discharge to which the unc:erUficat8cl~~urity was subject. 

SeC:Uon 47 adds ·'12A:8-408. Stateme~ts of Uncertificated 
Securities" to the New Jersey Statut.. ' 

Subsection (t) requires the "'r 01 an .p:ertificated I8CUrity 

to send a statement to the neW nliltenct ~9wner thereol if ,\ 

the security has been transferred sublect.'t•• rqiatered . ., , 

to the tegistered pledaeewithln two ~811 da,. after ,. 
transfer of the security, haa beenteaii.ered cant........ .t.
 
information set forth in the subsection. 
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1 Subeection (2) requires the issuer of .o,~ertificatedsecurity '" .. ;1 

'jto _d~' statement to the relister8d owtaJ'r and the reptered 
-, 

3 ,pledl~e ,,,Ubin two business da~s afte_~t~e-~Pledge of the lSeCurity 
:::_~hasbeerj registered containing the~f9~~tion set forth in the 

:;'~'5 subsect,ion. _",: . .-
.
.~ 
,
. 

Sll~~tion (3) requires the iS$uer 9,~:~certificatedsec::urity r" 

7 to send a statement to the registered;,own~r and a pledgee whose 
. . . . - . I . ..' : - .~ ". 

int.restlias been released within tWo;b~iness days after the 

9 rele8lie 'from pledge of the ~:~rlt,y_:::;h~ been registered 

contammg the inronnation set fotthM·,Ui~;"bsection. .~ 
'.,'.I.\,''.:!. . . 

11 Subsect:ion (4) sets forth those !P@~i to whom an "initial 
transaction statement" shall besePt~'_'~~er of Si~ingandho~ 

13 identified. 

Sub$ection (5) requires the~uer ()(;~qncertific..tedsecurity_ 
15 to send a statement to the fonl\eJ'-~tered oWner and the ­

fonner ,.gistered pledgee, if any,within two IR.winessdaYS -after 

17 thetr.fer of a security haa""":' ......tered containing the 
infonnationset forth in the subsection. 

19 S-.beecUon (8) requires the is$uer 4)f"':'!JnCertific:..ted~urity 

to send to the relistered owner ,of the _.urity at leastllll'lually~~ 
~ . '.r . - . '-, ". 

;. I'll 

:~- :.; : i. 21 or at hla request a statement containing.t. infonnatiOD set forth _ 
I~d I 

, in the subsection. 
I 23 SubleC;Uon (1) requires the ilauer of ...::uncertificated security 

"?,I') 

, "l. 
',1 to .... to the registered pi....olt'" ~ty at least ann~ly 

! ~ I i 
," .,; j 2& or. at his request a Itatement containilll tbe infonDation set forth 

, ;. 
~" I in the sull8ction. 

.. l ..':.;:fl 21 SubseCtion (8) provides that If the ....., ... the statements 
~ • I 1_ 

dlRCrtbed ~ subsections (8) and (7) at ."'t quarterly. he is not 
29 oblilated to send additional .tatementl .. request unless the 

owner ~r pledaer. pays for fumishinl them•. 

31 Su",tion (9) expreuly provides for the lelend which shall 

appear upon each statement. 

33 

3& COMMERCE AND INDUSTRY 

Corporations 
37 

Amends Articl.! 8 and other related sections of U" i fnrm 
39 Conamercial Code: adds sections to Titl~ 12A of N. J.S. 
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ASSEMBLY ECONOMIC GROWTH, AGRICULTURE 
AND TOURISM COMMITTEE 

STATEMENT TO 

ASSEMBLY, No. 962 LAW UBRARY COpy 
DO NOT REMOVE 

STATE OF NEW JERSEY 

DATED: January 19, 1989 

The Assembly Economic Growth, Agriculture and Tourism 

Committee favorably reports Assembly Bill No. 962. 

This bill would revise Title 12A of the New Jersey Statutes, the 

"Unifonn Commercial Code," to provide uniform rules governing the 

transfer of uncertificated securities. Uncertificated securities are 

securities which are not issued in the form of paper certificates. 

P.L.1988, c.94 amended the "New Jersey Business Corporation Act, n 

N.J.S.14A:l-1 et seq., to authorize corporations to issue 

uncertificated shares. 

This revision would bring New Jersey into conformi ty wi th the 

1977 Official Text of Article 8 and related sections of the Unifonn 

Commercial Code as approved by the National Conference of 

Commissioners on Uniform State Laws and the American Law 

Institute. Thirty-five other states, including California, Illinois, New 

York and Delaware, have adopted the 1977 amendments. 

This bill would amend various sections of chapter 8 of Title 12A 

of the New Jersey Statutes and related sections in other chapters of 

Title 12A of the New Jersey Statutes to provide rules to regulate the 

rights, duties and obligations of the issuers of and persons dealing 

with uncertificated investment securities. These rules have been 

formulated to conform as closely as possible to the rules of 

certificated securities. 

The bill defines both an uncertificated security and a 

certificated security as a share, participation, or other interest in 

property of an enterprise of the issuer or an obligation of an issuer. 

A certificated security is one represented by an instrument issued in 

bearer or registered fonn and an uncertificated security is one not 

represented by an instrument and the transfer of which is registered 

upon books maintained for that purpose by or on behalf of the issuer. 

The bill also would add fOUf sections to the chapter 8 of Title 

12A of the New Jersey ~tatutes. Section 9 of the bill 



2 

would add N. J.S.12A:8-10B which provides for the registration of 

pledge and release of uncertificated securities. Section 39 of the bill 

would add N. J.S.12A:8-321 to provide for the enforceability, 

attachment, perfection and termination of security interests in 

securities. Section 46 of the bill would add N.J.S.12A:8-407 to 

govern the exchangeability of certificated and uncertificated 

securities. Section 47 of the bill would add N.J.S.12A:8-40B to 

establish requirements for statements of uncertificated securities. 

This bill was pre-filed for introduction in the 1988 session 

pending technical review. As reported the bill includes changes 

required by technical review which has been perfonned. 
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ASSEMBLY ECONOMIC GROWTH, AGRICULTURE AND 
TOURISM COMMITTEE. 

STATEMENT TO 

SENATE COMMITI'EE SUBS1'I1'UTE FOR 

SENATE, No..3484"_tt, No. 962 

SfATEOF.JEB, 

,'" DATED: DECEMBER 11, 'l98 

The- Assembly Economic G~wth, ~~ture and Tourism 
Committee~ports favorably Senate ~~tee Substitute for 

~·I, ~ , , r 

Senate Bill No. 3484 and A$sernbly 8ill Nc;)•.~gr· 

This biU~ends and supplements Tide: UA of the New Jeisey
:;,;-~ !.":-, { 

Statutes, the: Uniform Commercial Code~~~:,pr9Videunifonn rules to 

regulate the~ghts. duties and '()bqg"tio~,of>the iamers of, and 
persons dealini with, "\Dlcertificated" inV@tm.t sec1Il'ities. These 

., . . ' - " I ~ , 

rules' weref()rmulated to confonn u-cijMlei, as poSsible, to tIuI ' 
current rules' of "certificated" investrnent.Sei:Wities, with vari8DCes 

where the inlJerent differences in the fonn of;:the securities require 
distinctions. 

A' certificated security is a corporate.t•• or bond represented 

by a paper certificate or an instrulnent~ ~ paper certificate or 
instnunentia the means of transfer 8nd'Elbe evideace of'the . '. ' 

obliaation. An uncertificated security is a" con-orate stock or band 
that is "not represented by an instrument'~rtthe transfer of which 

is reptereel Upon the boob maint_ed fdrthat purpose by or on 
behalf ot the issuer" . 

This bill does not authorize the ~e of uncertilicated 
securities. The issuance of 1D1certificate,d ~ by col'POratioDs 
incorporated in Uris State was authoriZed bY: the neeDt am.....ts 
in P.L.t988. c.94 to the "New JerseyJlt.j. Corporation Ac.t," 
N.J.S.t4A:t-l et seq. The bill does notCt!'lpelthe iMUlnce of 
oncertifieated securities by an "r. ':An ....r may'_ 

certificated_urities. \Dlcertifieated ~tt.,or both. 

The reviSions provided by this bill Will ..... New J~l'I8J in~O 

conformity With the 1977 Official Text QI'Article 8 8Dd re1lted 
sections of the Unifonn Commercial COdti; u applOved by the " 

National Conference of COmmissione... Oft U~fonn State Laws-8DCl 
the American Law Institute. Thirty-five other states, int:IUdilll 
Califomia,"is, New Yotk and Delaware, h.ve adopted these 10" 
amendments. 

mailto:inV@tm.t
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~	 ~ , SENATE LABOR, INDUSTRY AND PI\OFESSJONS COMMITI'EE
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I , ~	 STATEMENT TO 
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'	 

SENATE COMMITI'EE sl1BSTITtFtE: FOR ' 
if;' 
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~> ,"	 BATE, No. 3484 8IIl A8MBtY,:lo. 962 

srATEOF.~ 

,~
'- ...DATED: JUNE 19,1989	 . ,.:t':,,' 
71 .. ,. 

, -?, 
, "I:' ,:, The Senate Labor, Industry and Professi~ :Committee reports 

J

I
'

'"

,;	 
q

,j 

~ 

, " 
favorably Senate Committee Substitute fO~~8~e, No. 34841ftd	 " ,

"	 '.L~ 
"C" [j , ~, 

j .::-	 Assembly, No. ~2. ' 
f" -: 

This bill am~ds and supplements Title 1~A"'9t the New Jersey 
.. :-:	 . :·<";_.~:_~t~~ _ . 

Statutes, the U~'onn Commercial Code, tOll~~~ unilonn rules to 
.."1regulat,' the d8&ts, duties and obUgatig,q{' ~e issuers 01, 8IId 

:.-' 

persons detliq~With, "1D1Certificated" ~,e.trif.t(securities. 111_ 
'.
,.

•.. '".' ,~-!'''_} '-0 • . . 

ndes were fo~U1ated to confonn as ~~l, aJ: pos$ible to· 'the 
'. r; , current ndes of' Ii certificated" investment:.~,.,with variances ' 
)". -j 
, ,	 where the inherent differences in the fonn of the securities require
 

distinctions.
 ,
A certificated security is a corporate at~k :~~ bond represented I 

by a paper cenificate or an instrument. Tbat ~r certificate or	 
~ 

- ,";." 
. , ; instrument isthB means of trIDSfer 1IIdUl8" ..8vidence of the 
!~.: '~ !'-'f 
, obligation. An uncertificated security is '~IJl9~te atock or bond 

that ia"not represented by an instrument ..rth~;,>transrer of which 
, is registered upon the books meinteinedfortbat!:purpoae by or OIl 

."
behalf of the issuer" . 

, , 

, , This bill ck)es not authorize the illuance of uncertificated 
securities. The issUance of 1D1Certitic:ated sh_ by cotpGrations 

incorporated in thiS State was authorized by theitcent ameudments 
in P.L. 1988, c. 94 to the "New Jersey 8UIin~:torporation Act," 

N.J.S. 14A:l-t et seq. The bill does. dOt c:om.181 the issuanCe of 
uncertificated securities by an' ialuer. An. issUer may use 
certificated secunties, uncertificatH securities or:~tb. 

The reviaiOliI provided by this bl1l wiD ~::New Jeney into 
, , 

confonnity with the 1977 Official Text of Article 8 end related 
\ "	 ; 

:. ·1 sections of the Unifonn Commercial Code u" approved by thej} .~ ­
it National Conferilnce of CollllDialionen Oft Umlodn State Laws and,	 , . ;-;~. 

I
r ' 

the American Law Institute. 3& other atat...1uding Califomia, 

nIinoia, New York and Delaware, have adOpted these 1917 
" amendments. 
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