








1 

3 

5 

1 

9 

11 

13 

15 

11 

19 • 

21 

23 

25 

27 

21 

31 

33 

36 

37 

39 

83484 

10 

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. 
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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 
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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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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 
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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. 



, I 

", 
" 

, .,. 
;. ,I 

1', ,,' 
:,.! 
, 

I c 
I'·' ' 
I , 
I 

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 
~,,:: 
L,

'	 

SENATE COMMITI'EE sl1BSTITtFtE: FOR ' 
if;' 
".:J l' 

~> ,"	 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. 




