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fiduciary capacity, persons designated as tenants by the entirety
or joint tenants, or acting through an agent.

Subsection (9), subsectien (4) in the present law, has been
broadened to include both certificated and uncertificated
securities sg that the indorser of a certificate or the originator of
an instruction will only assume the obllgatxons of N.J.S.12A:8-308
unless otherwise agreed.

Suhsectnoh (10), subsection (6) in the present law, has been
broadened to include both certificated and uncertificated
securities. The time for determining the appropriate person
remains unchanged.

Subsection (11), subsection (7) under present law, relating to
the authority of a fiduciary remains unchanged but has been
broadened to include certificated and uncertificated securities.

Section 27 (N.].S.12A:8-309) relates to the effect of
indorsement without delivery, and has been amended so that it
applies only to a certificated security.

Section 28 amends the title to N.}.S.12A:8-310 to include
"Certificated” and has been amended to apply only to a
certificated security.

Section 29 amends the title to N. ].S.12A:8-311 to include “or
Instruction.” The section has been amended so that it applies to
certificated and uncertificated securities.

Section 30 amends the title to N.].S.12A:8-312 to include “or
Instruction” and the section has been restmétured.

Subsection (1) has been amended so that it applies to a
certificated security and sets forth the warranties of a guarantor
as to the signatures on an indorsement.

Subsections (2), (3) and (4) relate to an uncertificated security
and set forth the warranties of a guarantor and a special
guarantor of the signature of the originator of an instruction.

Subsection (5), subsection (2) under present law, provides that
the guarantor of an indorsement not only makes the warranties
under subsection (1) but also warrants the rightfulness of the
particular transfer in all respects.

Subsection (6) provides that the guarantor of an instruction not
only makes the warranties under subsection (3) but also warrants
the rightfulness of the particular transfer, pledge or release.
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Subsection (7) sets forth limitations as to conditions an issuer

" may require to registration of a transfer, p1¢d§e or release.

Subsection (8), subsection (3) under present law, restates the
present law but is made applicable to certificated and
uncertificated securities. )

Section 31 amends the title to N.J.S.12A:8-313 so that it will
read: "Wheh Transfer to Purchaser Occurs; Financial
Intermediary as Bona Fide Purchaser; 'Financial Intermediary'."
Extensive technical changes have been made in the section and
only a general explanation of those changes are made.

Subsection (1) relates to both Certificated and uncertificated
securities. As set forth in this subsection a transfer of a security
or a limited interest therein to a purchaser occurs only at the
times and upon the conditions set forth thérem.

Subsection (2) sets forth the conditions under which a purchaser
acting through a financial intermediary becomes the bona fide
purchaser of a security.

Subsection (3) provides that once a financial intermediary has
become a bona fide purchaser of a certificated or uncertificated
security, notice of adverse claims to him or his customer are
ineffective.

Subsection (4) defines the term "financial intermediary" and it
replaces "broker."

Section 32 amends the title to N.J.S.12A:8-314 by deleting
"Deliver” and inserting "Transfer.”

This section deals with the sale of a certificated or
uncertificated security when made on an exchange or through a
broker.

Subsection (1) (a) sets forth the circumstances under which a
selling customer fulfills his duty to transfer and subsection (1) (b)
sets forth the circumstances under which a selling broker acting
for a selling customer fulfills his duty to transfer.

Subsection (2) sets forth the circumstances under which a
transferor's duty to transfer a security is not ﬁllﬂlled.

Section 33 amends the title to N.}.S.12A:8-318 by deleting
“Purchaser” and inserting "Transferee.” This section deals with
the rights of a person against a transferee for the wrongful

transfer of a security.
4
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A new subsection (1) (c) has been added granting the transferor
the right to compel the origination of an instruction to transfer
an uncertificated security which is the functional equivalent of
subsection (1) (b). ) |

Subsection (2) has been amended so that it is only applicable to
a certified security.

Subsection (3) has been amended to make the remedies
provided therein applicable to certificated and uncertificated
securities. '

Section 34 amends the title to N.J.S:12A:8-316 by adding
"Pledge or Release." This section deals with the right of a
transferee to require his transferor to furnish him with the
requisites to transfer, pledge or r‘eleas‘é or obtain the transfer,
pledge or release of a certificated or uncertificated security.

Section 35 amends the title to NL]QS.I2A’:8=.—:§17 so that it will
read "Creditors' Rights." Extensive changes have been made to
the present law.

Subsection (1) has been amended to apply only to a certificated
security, and, as to a certificated security which has been
surrendered to the issuer, can only be reached by legal process at
the issuer's chief executive office in the United States.

Subsection (2) provides that an uncertificated security
registered in the name of the debtor can only be reached by legal
process at the issuer's chief executive office in the United States.

Subsection (3) provides that a debtor's interest in a
certificated or uncertificated security which is the subject of a
secured transaction can only be reached by legal process upon the
secured party.

Subsection (4) provides that a debtor's interest in a
certificated or uncertificated security in the possession of or
registered in the name of a financial intermediary can only be
reached bv legal process upon the financial intermediary upon
whose books the debtor's interest appears.

Subsection (5) provides, that unless otherwise provided by law,
a creditor's lien obtained pursuant to subsections (3) or (4) is not
a restraint on the transfer of the security, free of the lien, to a
third .party for new value. In that event, the creditor's lien
attaches to the proceeds of sale.
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Subsection (6), subsection (2) under present law, remains
virtually ﬁnchanged.

Section 36 amends the title to N.J.S.12A:8-318 by deleting
“Delivery" and inserting "Conduct.” This section has been
further amended to make it applicable to certificated and
uncertificated securities so that the exoneration provided therein
to an agent or bailee will apply to both types of securities.

Section 37 (N.].S.12A:8-319) deals with the statute of frauds
relating to contracts for thé sale of securities.

Subsection (a) remains the same.

Subsection (b) has been amended to apply to both certificated
and uncertificated securities, and the performance exceptions of
the subsection now jinclude acceptance of a transfer instruction
by a trensferee and the registration of transfer of an
uncertificated security where wriiten’ objections by the
transferee have not been made to the registration within 10 days
after receipt of the initial transaction statement confirming the
registration.

Subsections (c) and (d) remain unchanged.

Section 38 makes a very small change in the title of Section 18
of P.L.1964, c.166 (C.12A:8-320). This section deals with the
transfer and pledge of securities, both certificated and
uncertificated, within a security depository such as a cleanng
house. The section has been restrucjured.

Subsection _(1) provides that securities may be transferred.
pledged, or a release may be effected by making the appropriate
entries on the books of the clearing house as provided in
subsections (a) and (b) thereof.

Subsection (2) has been amended by inserting “"or releases” at
the end thereof.

Subsection (3) has been rewritten to address certain
consequences resulting from a transfer, pledge or release under
the section. It further provides that a transferee or pledgee may
be a bona fide purchaser.

Subsections (4) and (5) remain unchanged.

Section 39 adds "12A:8-321. Enforceability, Attachment,
Perfection and Termination of Security Interests” to the New
Jersey Statutes.

This section governs the creation, perfection and termination
of security inferests in certificated and uncertificated securities.
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Subsection (1) provides that an effective transfer under
N.J.S.12A:8-313 (1) is an essential element to the creation of an
enforceable security interest.

Subsection (2) provides that when value has been given and the
debtor has rights in the collateral, an appmpnate transfer will
result not only in an enforceable security interest but also in one
that is perfected. A security interest created by transfer under
N.].S.12A:8-313 (1) (i) may become unperfected if, within 21
days, the requirements of another method of effective transfer
under N.J.S.12A:8-313 (1) are not sahsﬁed ]

Subsection (3) makes a security interest m a security subject to
the provisions of chapter 9 except as hiovi‘ded in subsections (3)
(a) and (3) (b).

Subsection (4) provides that a security interest in a security is
terminated by transfer to the debtor or a person designated by
him under N.J.S.12A:8-313 (1). This subsection also provides
conditions for the continued or renewed perfection of a security
interest.

Section 40 amends the title to N.].S.12A:8-401 by adding
"Pledge or Release.” This section deals with the duty of an
issuer to honor instructions relating to the transfer of securities
and the liability of the issuer resulting from failure to take
timely action on the instructions. The section has been amended
so that it will apply to certificated and uncertificated securities.

Section 41 amerids the title to N.].S.12A:8-402 by adding “and
Instruc tions The section has been amended to provide that an
issuer may ‘require substantially the same assurances for the
registration of an uncertificated security as are required for the
registration of a certificated security.

Section 42 amends the title of N.J.S.12A:8-403 to read
“Issuer's Duty as to Adverse Claims.” As stated in the amended
title, this section deals with an issuer's duty with respect to
adverse claims when a security is presented for registration.
Subsection (1) has been amended so that requirements set forth
therein as to inquiry relate only to certificated securities.

Subsection (2) has been amended so that the manner in which
an issuer may dischar'ge any duty of inquiry under subsection (1)
applies only to certificated securities.
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Subsection (3) has been amended so that an issuer is not
required to inquire into adverse claims under the particulars set
forth in the subsection and the suhsecftioh applies only to
certificated securities. |

Subsection (4) is new. This subsection provides that the issuer
of an uncertificated security is under no duty as to adverse
claims except under the conditions set forth in the subsection.

Subsection (5) is new. This subsection sets forth the manner in
which an issuer of an uncertificated security may discharge his
duty as to an adverse claim. :

Subsection (6) is new and provides that if the transfer or pledge
of a security is registered subject to an adverse claim, the claim
shall be noted in the initial transaction statement and all
subsequent statements sent to the transferee and pledgee under
N.].S.12A:8-408. 7

Subsection (7) is new. This section provides that where an
uncertificated security is already subject to a registered piedge
which the issuer first leams of an adverse claim as to which he
has a duty, the issuer has no duty as to the claim if transfer of
the security is requested by the registered pledgee unless it
comes within one of the exceptions set forth in the subsection.

Section 43 (N.].S.12A:8-404) deals with the liability and
nonliability of an issuer for registration of a security.

Subsection (1) dealing with exoneration of an issuer from
liability arising from registration has been amended to apply to
certificated and uncertificated securities.

Subsection' (2) dealing with the remedy for improper
registrhtion has been amended to apply only to certificated
securities.

Subsection (3) is new and deals with the remedy for the
improper registration of an uncertificated security.

Section 44 amends the title of N.].S.12A:8-405 by adding
"Certificated” which makes the section applicable to lost,
destroyed and stolen certificated securities.

Subsection (1) has been amended so that it will only apply to
certificated securities. *

Subsection (2) has been amended to permit the issuer to replace
a lost, destroyed or stolen certificated security by issuing a
replacement in either certificated or uncertificated form in the
manner provided in the subsection. | '
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Subsection (3) has been amended to provide that, where a bona
fide purchaser of an original certificated security presents it for
registration of transfer after the issuance of a new certificated
or uncertificated security as a' replacement, the issuer may
recover the certificated security or cancel the uncertificated
security unless the rights of a bona fide purchaser have
intervened. 1

Section 45 (N.].S.12A:8-406) deals with the duty of an
authenticating trustee, transfer agent or registrar. The section

has been amended so that it will apply to both certificated and

uncertificated securities. :

Section 46 adds "12A:8-407. Exchangeability of Securities" to
the New Jersey Statutes. L

Subsection (1) deals with the right of the holder of a
certificated security to exchange it for an equivalent
uncertificated security and the right of the registered owner or
registered pledgee of an uncertificated security to obtain a
certificated security in exchange for it. This subsection is
limited to those situations where both certificated and
uncertificated securities exist within the same issue and either
form is available to the owner.

Subsection (2) sets forth the procedures for exchanging a
certificated security. The issuer, after discharging his duties as
to adverse claims, shall issue an uncertificated security subject
to all liens. restrictions and claims which were noted on the
certificated security.

Subsection (3) sets forth the procedure for exchanging an
uncertificated security. The issuer shall issue an equivalent
certificated security on which shall be noted any liens and
restrictions of the issuer and any adverse claims which the issuer
has to discharge to which the uncertificated security was subject.

Section 47 adds "12A:8-408. Statements of Uncertificated
Securities" to the New Jersey Statutes.

Subsection (1) requires the issuer of an uncertificated security
to send a statement to the new registered owner thereof and, if
the security has been transferred subject to a registered pledge.
to the registered pledgee within two business days after the
transfer of the security has been registered containing the
information set forth in the subsection.
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ASSEMBLY ECONOMIC GROWTH, AGRICULTURE
AND TOURISM COMMITTEE

STATEMENT TO
ASSEMBLY, No. 362 LAW LIBRARY COPY
DO NOT REMOQVYE
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
"Uniform 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.J.S.14A:1-1 et seq., to authorize corporations to issue
uncertificated shares.

This revision would bring New Jersey into conformity with the
1977 Official Text of Article 8 and related sections of the Uniform
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 regulafe 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 wuncertificated 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 form 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 four se~tions to the chapter 8 of Title
12A of the New Jersey Statutes. Section 9 of the bill



would add N.J.S.12A:8-108 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:8-408 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 performed.



ASSEMBLY ECONOMIC GROWTH, AGRICULTURE AND
TOURISM COMMITTEE,

STATEMENT TO -
SENATE COMMITTEE SUBSTITUTE FOR

SENATE, No, 3484 god ASSEMBLY, No, 962
STATE OF NEW JERSEY

DATED: DECEMBER 11, 198

The Assembly Economic Growth, Agriculture and Tourism
Committee reports favorably Senate Committee Substitute for
Senate Bill No. 3484 and Assembly Bill No. 962.

This bill amends and supplements Title 12A of the New Jersey
Statutes, the Uniform Commercial Code, to provide uniform rules to
regulate the rights, duties and"obligitiom of the issuers of, and
persons dealing with, "uncertificated" investm@nt securities. These
rules were formulated to conform as closely as possible to the
current rules of "certificated" investment securities, with variances
where the inherent differences in the form of the securities require
distinctions. '

A certificated security is a corporate stock or bond represented
by a paper certificate or an instrument. That paper certificate or
instrument is the means of transfer and the evidence of the
obli'gation. An uncertificated security is a corporate stock or bond
that is "not represented by an instrument and the transfer of which
is registered upon the books maintained for that purpose by or on
behalf of the issuer”.

This bill does not authorize the issuance of uncertificated
securities. The issuance of uncertificated shares by corporations
incorporated in this State was authorized by the recent amendments
in P.L.1988, c.94 to the "New Jersey Business Corporation Agt,"
N.]J.S.14A:1-1 et seq. The bill does not compel the issuance of
uncertificated securities by an issuer. ‘An issuer may use
certificated securities, uncertificated securities or both. '

The revisions provided by this bill will bring New Jersey into
conformity with the 1977 Official Text of Article 8 and related
sections of the Uniform 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 these 1977
amendments.
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SENATE LABOR, INDUSTRY AND PROFESSIONS COMMITTEE
STATEMENT TO
SENATE COMMITTEE SUBSTITUTE FOR

SENATE, No, 3434 and ASSEMBLY, No, 362
STATE OF NEW JERSEY
DATED: JUNE 19, 1989

The Senate Labor, Industry and Professions Committee reports
favorably Senate Committee Substitute for Senate, No. 3484 and
Assembly, No. 962.

This bill amends and supplements Title 12A of the New Jersey
Statutes, the Uniform Commercial Code, to provide uniform rules to
regulat: the rights, duties and obligations of the issuers of, and
persons dealing with, "uncertificated" investment securities. These
rules were formulated to conform as closely as possible to the
current rules of "certificated” investment securities, with variances
where the inherent differences in the form of the securities require
distinctions.

A certificated security is a corporate stock or bond represented
by a paper certificate or an instrument. That paper certificate or
instrument is the means of transfer and the evidence of the
obligation. An uncertificated security is a corporate stock or bond
that is "not represented by an instrument and the transfer of which
is registered upon the books maintained for that purpose by or on
behalf of the issuer".

This bill does not authorize the issuance of uncertificated
securities. The issuance of uncertificated shares by corporations
incorporated in this State was authorized by the recent amendments
in P.L. 1988, c. 94 to the "New Jersey Business Corporation Act,"
N.J.S. 14A:1-1 et seq. The bill does not compel the issuance of
uncertificated securities by an "issuer. An issuer may use
certificated securities, uncertificated securities or both.

The revisions provided by this bill will bﬂng New Jersey into
conformity with the 1977 Official Text of Article 8 and related
sections of the Uniform Commercial Code as approved by the
National Confe‘rence of Commim‘ionau on Uniform State Laws and
the American Law Institute. 36 other states, including California,
illinois, New York and Delaware, have adopted these 1077
amendments.






