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CHAPTER 409

SECURED TRANSACTIONS ; SALES OF ACCOUNTS , CONTRACT RIGHTS AND CHATTEL
PAPER

(a) To any transaction (regardless of its
form) which is intended to c r eate a security in-
terest in personal property or fixtures includ-
ing goods, documents, instruments, general in-
tangibles, chattel paper, accounts or contract
rights; and also

(b) To any sale of accounts, contract rights
of chattel paper,

(2) This chapter applies to security interests
created by contract including pledge, assign-
ment, chattel mortgage, chattel trust, trust

409. 102 Policy and scope of chapter . (1)
Except as otherwise provided in s. 409 103 on
multiple state transactions and in s 409 104 on
excluded transactions, this chapter applies so
far as concerns any personal property and fix-
tures within the jurisdiction of" this state :

SHORT TITLE, APPLICABILITY AND DEFINITIONS
409.. 101 . Short title .
409.102 Polic y and scope of c hapte r
409 . 103 Accounts, Contract rights, gene ral intan gib l es

and eq uipment relating t o an othe r
j urisd ic tion ; and in c oming goods already
subject to a secu rity interest .

409 104 Transa c tion s ex c luded fro m chapt er
409 105 Definit ions and ind ex of definitions. .
409 . 106 Definitions : "account"; "contract right";

"ge n eral intangibles" ,
409 107 Defi ni tions : "pu r c h ase m o ney security

i nte r est".
409 108 When after-acquired collater al not secu rity fo r

antecedent debt ,
409 .1 09 Classification of goods ; "consumer goods " ;

"equipment" ; " farm products" ; " inventory" .
409 110 Sufficiency of description
409 . 111 . Applicability of bu l k transfer laws,.
409 112 Where co l late r al i s not owned by debto r .
409 113 Security interests arising under chapter 402 . .

VALIDITY OF SECURITY AGREEMENT AND RIGHTS OF
PAR T IES THERETO

409201 General validity of secu rity inte rest ,
409202 Title to collatera l immater ial
409203 Enforceability of secu rity inte rest ; proceeds,

formal requ i sites ,
409204 When security interest attaches ; after-acquired

property ; futur e adva n ces .
409205 Use or disposition of collateral wi thout

accounting permissible .
409206 Agreement not to assert defenses against

assig n ee; modification of sales warranties
where security agreemen t exists. .

40920'1 Rights and duties when collateral is in secured
party ' s possession ..

409208 Requestfor statement of acc ount or list of
collateral

RIGHTS OF THIRD PARTIES ; PERFECTED AND
UNPERFECTED SECURITY INTERESTS; RULES OF PRIORITY

409 . 301 Persons who take priority over unperfected
security i nterests; "lien c reditor",

409 302 When filing is required to perfect security
interest; security interests to which filing
provisions of this chapter do not apply .

409 . 303 When security interest is perfected; c o ntinuity
of perfection

409.. .304 Perfection of security inter est in instruments,
documents and goods cove red by documents ;
perfection by permissive f il i ng; temporary
pe r fection without filing or transfer of
possession..

SHORT TITLE, APPLICABILITY AND
DEFINITIONS,

409 . 101 Short title . This chapter shall be
known and may be cited as uniform commer-
cial code-secured transactions . .

409 305 When possess i on by secured party perfects
security inte r est w i thout filing

409 . 306 "Proceeds" ; secured party's right s o n
disposit i on of collater al

409 ..30'7 Pr otection of buyers of goods
409308 Pu rc has e of chattel paper and n o nnegotiabl e

instr uments.
409 309 Protection of purchaser s o f instrumen ts an d

d o cuments..
409 . 310 Priority of ce rtain li ens arisin g by operation of

law .
409311 Ali enability of debtor' s ri g hts : j udicial proce ss .
409 . 312 P riorities among co nflictin g secur i ty interests

in the same collate ral .
409 . 313 Priority of security interests i n fixtures . .
409314 Accessions
409 . 315 Priority when goods are c ommingled or

processed
409316 Priority subject to subordination .
409 317 Se cured pa rty not ob ligated on contract of

debtor
409.. .318 Defenses against assignee ; modification of

contract after notification of assignment ; term
prohibiting assignment ineffective;
identification and proof of assignment. .

FILING.
409401 Place of fi l ing; er roneo us f i ling; removal of

collateral .
409402 Formal requisites of financ i ng statement ;

amendments..
409403 What constitutess fili ng ; duration of f i ling; effect

of lapsed filing; duties of filing officer
409404 Termination statement
409 405 Assignment of security interest ; duties of filing

officer ; fees
409406 Release of collateral; duties of filing o fficer ;

fees .
409 . 407 Duties and liability of f iling offic er

DEFAULT
409501 Defau l t; pr ocedure when sec urity agreement

co vers both rea l and pers ona l property.
409 . 502 Collection rights of secured party
409 . 503 Secured party's right to take possess ion after

default ;
409 504 Secured party 's right to dispose of colla teral

after default; effect of d ispositi on ..
409. 505 Compulsory disposition of collateral;

acceptance of the collatera l as discharge of
obligation

409506 Debtor's tight to redeem collatera l,
409 . 507 Secured party 's liability for failure to comply

with default provisions .
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409.103 Accounts, contract rights, gen-
eral intangibles and equipment relating to
another jurisdiction; and incoming goods al-
ready subject to a security interest . (1) If
the office where the assignor of accounts or
contract rights keeps his records concerning
them is in this state, the validity and pe rfection
of a security interest therein and the possibility
and effect of" proper filing is governed by this
chapter; otherwise by the law (includ ing the
conflict of laws rules) of the jurisdiction where
such office is located .

(2) If the chief place of business of a debtor
is in this state, this chapterr governs the validity
and perfection of a security interest and the
possibility and effect of proper filing with re-
gard to general intangibles or with regard to
goods of a type which are normally used in
more than one jurisdiction (such as automotive
equipment, rolling stock, airplanes, road build-
ing equipment, commercial harvesting equip-
ment, construction machinery and the like) if
such goods aree classified as equipment or clas-
sified as inventory by reason of their being
leased by the debtor to others . . Otherwise, the
law (including the conflict of laws rules) of the
ju r isdiction where such chief place of business
is located shall govern If the chief place of
business is located in a jurisdiction which does
not provide for perfection of the security inter-
est by filing or recordingg in that ,jurisdiction,
then the security interest may be perfected by
filing in this state .

(3) If personal property other than that gov-
erned by subs.. (1) and (2) is already subject to
a security interest whenn it is brought into this
state, the validity of ' the security interest in his
state is to be determined by the law (including
the conflict of laws rules) of the jurisdiction
where the property was when the security in-
terest attached . However, if" the parties to the
transaction understood at the time that the se-
curity interest attached that the property
would be kept in this state and it was brought
into this state within 30 days af 'ter r the security
interest attached for purposes other, than trans-
portation th r ough this state, then the validity

409 .104 Transactions excluded from
chapter. This chapter does not apply :

(1) To a security interest subject to any stat-
ute of the United States such as the ship mort-
gage act, 1920, to the extent that such statute
governs the rights of parties to and third par-
ties affected by transactions in particular types
of` propext,y ; or

(2) To a landlord's lien; or
(3) To a lien given by statute or other rule of

law for services or materials except as provided
in s. 409 310 on priority of'such liens ; or

(4) To a transfer of a claim for wages, salary
or other compensation of an employer or

(5) To an equipment trust covering railway
rolling stock; or

(6) To a sale of accounts, contract rights ox
chattel paper as part of a sale of the business
out of which they arose, or an assignmentt of
accounts, contract rights or chattel paper
which is for the purpose of collection only, or
a transfer of a -contract right to an assignee
who is also to do the performance under the
contract ; or

(7) To a transfer of an interest or claim in or
under any policy of insurance; or

(8) To a right represented by a judgment ; or
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deed, factor's lien, equipment trust, conditional
sale, trust receipt, other lien or title retention
contract and lease or consignment intended as
security ... This chapter does not apply to statu-
tory liens except as provided in s 409 .. 3 . 10.

(3) The application of this chapter to a secu-
rity interestt in a secured obligation is not af-
fected ; by the fact that the obligation is itself '
securedd by a transaction or interest to which
this chapter does not apply

SECURED TRANSACTIONS 409.104

of the security interest in this state is to be de
termined by the law of this state :. If the securi-
ty interest was already perfected under the law
of the jurisdiction where the property was
whenn the security interest attached and before
being brought into this state, the security inter-
est continues perfected in this state for 4
months and also thereafter if within the 4-
month period it is perfected in this state The
security interest may also be perfected in this
state after the expiration of the 4-month peri-
od ; in such case perfection dates from the time
of " perfection in this state. If' the security inter-
est was not perfected under the law of the ju-
risdiction where the property was when the se-
curity interest attached and before being
brought into this state, it may be perfected in
this state ; in such case perfection dates from
the time of perfection in this state .

(4) Notwithstanding subs . . (2) and ( .3), if per-
sonal property is covered by a certificate of ti-
tle issued underr a statutee of this state or any
other jurisdiction which requires indication on
a certificate of title of " any security interest in
the property as a condition of perfection, then
the perfection is governed by the law of the ju-
risdiction which issued the certificate ..
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(9) To any tight of setoff ; or
(10) Except to the extent that provision is

made for fixtures in s . 409 . .313, to the creation
or transfer of an interest in or lien on real es-
tate, including a lease or rents thereunder and
including an interest in or lien on real estate
.owned by a public utility even though for some
purposes such real estate is deemed to be per-
sonal property; or

(11) To a transfer in whole or in part of any
of the following : any claim arising out of tort ;
any deposit, savings,, passbook or like account
maintained with a bank, savings and loan asso-
ciation, credit union or like organization ;; or

(12) To a contract between a co-operative
association and a member thereof, authorized
bys 185 ..41 .

409.T05 Definitions and index of defini -
tions. (1) In this chapter unless the context
otherwise requires :

(a) "Account debtor" means the person who
is obligated on an account, chattel paper, con-
tract right or general intangible ;

(b) "Chattel paper" means a writing or writ-
ings which : evidencee both a monetary obliga-
tion and a security interest in or a lease of spe-
cific goods; a charter of other, contract involv-
ing the use or hire of a vessel is not chattel
paper . When a transaction is evidenced both
by such a security agreement or, a lease and by
an; instrument or a series of" instruments, the
groupp of writings taken together constitutes
chattel paper ;

(c) "Collateral" means the property subject
to a securityy interest, and includes accounts,
contract rights and chattel paper which have
been sold ;

(d) 'Debtor" means the person who owes
payment or other performance of the obliga-
tion secured, whether or not he owns or has
rights in the collateral, and includes the seller
of: contract rights or chattel paper ..
Where the debtor and the owner' of" the collat-
eral, are not the same person, the term "debt-
or" means the owner of the collateral in any
provision of the chapter, dealing with thee col-
lateral ; the obligor , in any .y provision dealing
with . the obligation, and may include both
where the context so requires,
(e) "Document" means document of title as

defined ins 401 .201 ;,
(f) "Goods" includes all things which are

movable at the time the security interest at-
taches or which are fixtures (s . 409.:313), but
does not include money, documents, instru-
ments, accounts, chattel paper, general intangi-
bles, contract rights and other things in action ..

"Goods" also include the unborn young of ani-
mals and growing crops ;

(g) "Instrument" means a negotiable instru-
ment as defined in s 40 .3 . . 104 or a security as
defined in s 408 102 or any other writing
which evidences ' a right to the payment of
money and is not itself a security agreement or
lease and is of a type which is in ordinary
course of business transferred by delivery with
any necessary indorsement or assignment ;

(h) "Security agreement" means an agree-
ment which creates or provides for a security
interest ;

(i) "Secured party" means a lender, seller or
other person in whose favor there is a security
interest, including a person to whom accounts,
contract rights or chattel paper have been sold . .
When the holders of obligations issued under
an indenture of trust, equipment trust agree-
ment or the like are represented by a trustee or
other person, the representative is the secured
party

(2) Other definitions applying to this chapter
and the sections in which they appear are :

(a) Account -s 409 . 106
(b) "Consumer goods"-s . 409 109 (1) .
(c) "Contract right"-s . 409 . 106
(d) , "Equipment"-s 409 .. 109 . (2) .
(e) "Farm products ', '-s . 409 . . 109. (3) ,
(f) "General intangibles"-s 409 . 106
(g) "Inventory ''-s : 409 109 (4) .
(h) "Lien creditor"-s. 409 . 301 (3)
(i) "Proceeds''-s .' 409 : 306 (1)
(j) "Purchase money security interest'-s . .

409 . . :107 . .
(3) The following definitions in other chap-

ters apply to this chapter :
(a) "Check"-s 40.3 . : 104 .
(b) "Contract for sale" s, 402.. 106 .
(c) "Holder in due course -s 403 302 . ..
(d) "Note"-s 403 : 104 .
(e) "Sale"-s 402 .106 .
(4) In addition ch 401 contains general defi-

nitions and principles of construction and in-
terpretation applicable throughout this chap-
ter

409.106 Definitions : "account" ; "con-
tract right" ; "general intangibles". "Ac-
count" means any right to payment for goods
sold or leased or for services rendered which is
not evidenced by an instrument or chattel pa-
per . "Contract right" meansany right to pay-
ment under a contract notyet earned by per-
formance and not evidenced by an instrument
of chattel paper . "General intangibles" means
any personal property (including things in ac-

409.104 SECURED TRANSACTIONS 3672
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409.109 Classification of goods; "con-
sumer goods" ; "equipment "; "farm prod-
ucts"; "invento ry". Goods are :

(1) "Consumer goods" if they are used or
bought for use primarily for personal,, family
or househo ldd purposes ;

(2) "Equipment" if they are used or bought
for use primarily in business (including-f'arm-
ing or a profession) or by a debtor who is a
nonprofit organization or a governmental sub-
div ision or agency or if the goods are not in-~
eluded in the definitions of inventory, farm
products or consumer goods ;

(3) "Farm products" if' they are crops or
livestock or supplies used or produced in farm-
ing operations or if they are products of crops
or livestock in their unmanufactured states
(such as ginned cotton, wool-clip, maple syrup,
milk and eggs), and ifthey are in the posses-
sion of a debtor engaged in raising, fattening,
grazing or other farming operations If goods
are farm products they are neither equipment
nor i nventory ;

409 . 113 Secur i ty interests arising under
chapter 402. A security interest arising solely
under ;ch 402 is subject to the provisions of'this
chapter except that to the extent that and so
long as the debtor does not have or does not
lawfully obtain possession of the goods :

(1) No security agreement is necessary to
make the security interest enforceable ; and

(2) No filing is required to perfect the secu-
rity interest ; and

(3) The rights of the secured party on de-
fault by the debtor are governed by ch . 402 .

VALIDITY OF SECURITY AGREEMENT
AND RIGHTS OF PART IES THERETO.

409.201 General validity of security inter -
est. Except as otherwise provided by this code
a security agreement is effective according to its
terms betweenn the parties, against purchasers of
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tion) other . than .n goods, accounts, contract
rights, chattel paper, documents and instru-
ments . All rights earned or unearned under a
charter or other - contract involving the use or
hire of a vessel and all rights incident to the
charter or contract are contract rights and nei-
ther accounts nor general intangibles . .

409.107 Definitions : "purchasee money
secur ity interest". A security interest is a
"purchase money security interest" to the ex-
tent thatt it is :

(1) Taken.n or retained by the sel ler of the
collateral to secure al l or part of its price ; or

(2) Taken by a person who by making ad-
vances or incurring an ob ligation gives value to
enable the debtor to acquire rights in or the
use of collateral if' such value is in fact so used . .

409 . 108 When after-acquired collateral
nott security for antecedent debt . Where a
secured party makes an advance, incurs an obli-
gation, releases a perfected security interest, or
otherwise gives new value which is to be se-
cured in whole or in part by after-acquired
property his security interest in the after-ac-
quired collateral shall be deemed to be taken for -
new value and not as security for an antecedent
debt if the debtor acquires his rights in such
collateral either in the ordinary course of his
business or under a contract of purchase made
pursuant to the security agreement within a rea-
sonable t ime after new value is given..

SECURED TRANSACTIONS 409.201

(4) "Inventory" if they are held by a person
who holds themm forr sale or l ease or to be fur-
nished under contracts of service or if' he has
so furnished them, or if'they are raw materials,
work in process or materials used or consumed
in a business I nventory of a person is not to be
classified as his equipment .

409 . 110 Sufficiency of description . For
the purposes of,' this chapter any description of
personal property or real estate is sufficient
whether or not it is specific if it reasonably
identifies what is described . .

409 .111 Applicability of bulk transfer
laws. The creation of a security interest is not a
bulk transfer under ch . 406 (see s 406 103)

409.112 Where collateral is not owned by
debtor. Unless otherwise agreed, when a se-
cured party knows that collateral is owned by a
person who is not the debtor, the owner of the
collateral is entitl ed to receive from the secured
party any surplus under s . . 409 502 (2) or under
s 409 .504 (1), and is not liable for the debt or
for any deficiency after resale, and he has the
same right as the debtor:

( 1 ) To receive statements under s . 409 . .208 ;
(2) To receive notice of and to object to a

secured party's proposa l to retain the collateral
in satisfaction of" the indebtedness under s .
409 ..505 ;
(3) To redeem the collateral under s .

409 .506;
(4) To obtain injunctive or other relief' under

s . 409 .507 (1); and
(5) To recover losses caused to him under s .

409.208 (2)
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comply with any applicable statute has only
the effect which is specified therein ..
Note : Sub .. ( 3) is amended by ch. 239 ; laws of 1971 ,

effective March 1, 1973, to read :
(3) A transaction, although s ubject to this chapter , is

also subject to ch s. 138, 214, 421 to 427 , s.. 182 .. 025 , or
any other similar statute which may be applicable to the
par'ticular' transaction , and in the case of conflict be twe en
the provisions of this chapter and any s uch statute, the
provision s of such s tatute control . Failure to comply with
any applicable statute has only the effect which is speci -
fied therein.

History: 1971 c . 239 .:

409 . 204 When secur i ty interest attaches;
after-acquired property ; future advances.
(1) A security interest cannot attach until there
is agreement (s . 401201 (3)) that it attach and
value is given and the debtor has rights in the
collateral . It attaches as soon as all of the events
in the preceding sentence have taken place un-
less explicit agreement postpones the time of at-
tachirig,

(2) For the purposes of this section the debt-
or has no rights :

(a) I n crops until they are planted or other-
wise become growing crops, in the young of
livestock untill they are conceived ;

(b) In fish until caught, in oil, gas or miner-
als until they are extracted, in timber until it is
cut;

(c) In a contract right until the contract has
been made;

(d) In an account until it comes into exist-
ence .

(3) Except as provided in sub (4) a security
agreement may provide that collateral, when-
ever acquired, shall secure all obligations cov-
ered by the security agreement .

(4) No security interest attaches under an af-
ter-acquiredproperty clause :

(a) To crops which become such more than
one year after the security agreement is execut-
ed except that a security interest in crops
which is given in conjunction with a lease or a
land purchase or improvement transaction evi-
"'dented by a contract, mortgage or deed of
trust may if so agreed attach to crops to be
grown on the land concerned during the period
of such real estate transaction;

(b) To consumer goods other than acces-
sions (s 409 314) when given as additional se-
curity unless the debtor acquires rights in them
within 10 days after the secured party gives
value .

(5) Obligations covered by a security agree-
ment may include future advances or other
value whether or not the advances or value are
given pursuant to commitment,

409 . 203 Enforceabil it y of securit y inter-
est ; proceeds , formal requisites . (1) Subject
to s 404.208 on the security interest of a col-
lecting bank and s 409..11 .3 on a security inter-
est arising under ch . 402, a security interest is
not enforceable against the debtor or third par-
ties unless`

(a) The collateral is in the possession of the
secured party ; or

(b) The debtor has signed a security agree-
ment which contains a description of the col-
lateral and in addition, when the security inter-
est covers crops or oil, gas or minerals to be
extracted o* timber to be cut, a description of
the land concerned . I n describing collateral,
the word "proceeds" is sufficient without fur-
ther description to cover proceeds of any char-
acter .

(2) In addition to the conditions to enforcea-
bility stated in sub ., (1), no security interest in
personal property which is by law exempt from
seizure and sale upon execution, except a pur-
chase `money security interest, is enforceable
with respect to such property unless the securi-
ty agreement was signed by the wife of the
debtor, if' he was married and his wife was a
member of his family at the time such security
agreement was made..

(3) A transaction, although subject to this
chapter, is also subject to chs . 138, 214, s .
182025, or any other similar statute which
may be applicable to the particular transaction,
and in the case of conflict between the provi-
sions of this chapter and any such statute, the
provisions of such statute control . Failure to

409.201 SECURED TRANSACTIONS

the collateral and against creditors .. Nothing in
this chapter; validates any charge or practice il-
legal under any statute or regulation thereun-
der governing usury, small loans, retail instal-
ment sales, or the like, or extends the applica-
tion of~-an,y such statute or regulation to any
transaction not otherwise subject thereto . .
Note: This section is amended by ch,. 239, laws of 1971,

effecti ve March 1 , 1973, t o read: -
409 . 2 0 1 Exce pt as o therw i se pr ovi de d b y this co de a

securi ty agreeme nt is e ffec ti ve according to its te rms b e-
twee n the p arti es, ag ainst p urchasers o f th e co lla teral
and against cre ditors . . Nothi ng i n thi s cha pter validates
any c h arge or prac tice i llegal u nd er, any sta tute or reg ula-
ti on th e reund er governing us ury, sma ll lo ans, re t ail in -
stalment sales, or the like, or un der chs. 421 t o 427, or
ext end s the appl icatio n o f any s uch st atute or, regulation
to any transacti o n n ot otherwise subj ec t th ereto..

History: 1971 c 2 .39.

409 .202 Title to collateral immaterial .
Each provision of' .this . chapter with regard to
rights, obligations and remediess applies wheth-
er title to collateral is in the secured party or in
the debtor .
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(a) Reasonable expenses (including thee cost
of any insurance and payment of'taxes or other
charges) incurred in the custody, preservation,
use or operation of the collateral are chargea-
ble to the debtor and are secured by the collat-
eral ;

(b) The risk of accidental loss or damage is
on the debtor to the extent of any deficiency in
any effective insurance coverage ;

(c) The secured party may hold as additional
security any increase or profits (except money)
received from the collateral, but money so re-
ceived, unless remitted to the debtor, shall be
applied in reduction of the secured obligation ;

(d) The secured party must keep the collat-
eral identifiable but fungible collateral may be
commingled;

(e) The secured party may repledge the col-
lateral upon terms which do not impair the
debtor's- right to redeem it .

(3) A secured party is liable for any loss
caused by his failure to meet any obligation
imposed by subs . . (1) and (2) but does not lose
his security interest .. .

(4) A secured party may use or operate the
collateral for the purpose of preserving the col-
lateral or its value or pursuant to the order of
a court of appropriate jurisdiction or, except in
the case of consumer goods, in the manner and
to the extent provided in the security agree-
ment

409 . 208 Reque st for statement of ac-
count or list of collateral. (1) A debtor may
sign a statement indicating what he believes to
be the aggregate amount of unpaid indebtedness
as of a specified date and may send it to the
secured party with a request that the statement
be approved or corrected and returned to the
debtor . When the security agreement or any
other record kept by the secured party identifies
the collateral a debtor may similarly request the
secured party to approve or correct a list of the
collateral .,

(2) The secured party must comply with
such a request within,2 weeks after receipt by
sending a written correction or approval. If the
secured party claims a security interest in all of
a particular; type of collateral owned by the
debtor he may indicate that fact in his reply
and need not approve or correct an itemized
list of such - .collateral . If' the secured party
without reasonable excuse fails to comply he is
liable forr any loss caused to the debtor thereby ;
and if the debtor has properly included in his
request a good faith statement of the obligation
or a list of the collateral or both the secured
party may claim a security interest only as

409.205 Use or disposition of collateral
without accounting permissible . A security
interest is not invalid or f raudulent against
creditors by reason of' liberty in the debtor to
use, commingle or dispose of all or part of the
collateral (including returned or repossessed
goods) or to collect or compromise accounts,
contract rights or chattel paper, or, to accept the
return of goods or make repossessions, or to
use, commingle or dispose of proceeds, or by
reason of the failure of the secured party to re-
quire the debtor to account for proceeds or re-
place collateral . . This section does not relax the
requirements of possession. where perfection of
a security interest depends upon possession of
the collateral by the secured party or by a bail-
ee .
Under 409 205 the debtor is freed from st r ict accounta-

bility to the secured creditor for the property secured and
the validity of a secured interest in after-acquired property
specifically recognized ;; thus where a creditor has a secuii-
;y interest in the debtor's after-acquired property the debt-
or is able to commingle his property and use it to his best
interest, and the acquiescence of the secured creditor un-
der an after-acquired clause in such a program by the
debtor does not invalidate the security interest of the
creditor . Burlington Nat, Bank v Strauss, 50 W (2d) 270,
184 NW (2d) 122

409.206 Agreement not to assert de-
fenses against assignee; modification of
sales warranties where security agreement
exists. (1) Subject to any statute or decision
which establishes a different rule for buyers or
lessees of consumer goods, an agreement by a
buyer or lessee that he will not assert against an
assignee any claim or defense which he may
have against the seller or lessor is enforceable
by an assignee who takes his assignment for val-
ue, in good faith and without notice of a claim
or defense, except as to defenses of a type which
may be asserted against a holder in due course
of a negotiable instrument under ch 403 . . A
buyer who as part of one transaction signs both
a negotiable instrument and a security agree-
ment makes such an agreement

(2) When a seller retains a purchase money
security interest in goods ch , 402 governs the
sale and any disclaimer, limitation or modifica-
tion of the seller's wa r ranties

409 .207 Rights and duties when collater-
al is in securedd party's possession. (1) A
secured party must use reasonable care in the
custody and preservation of collate ral in his
possession . In the case of an instrument or chat-
tel paper reasonable care includes taking neces-
sary steps to preserve rights against prior par-
ties unless otherwise agreed ._

(2) Unless otherwise agreed, when collateral
is in the secured party's possession :

3675 SECURED TRANSACTIONS 409 .208
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er in equity from the time of appointment . . Un-
less all the creditors represented had knowl-
edge of the security interest such a representa-
tive of creditors is a lien creditor without
knowledge even though he personally has
knowledge of" the security interest .

Unless all of a debtor's creditors knew of an unrecorded
security interest, a receiver of the debtor is a lien creditor
without knowledge . A purchaser from the receiver who
knew of the unrecorded interest in the article purchased
acquires title free from the lien . Columbia International
Corp.p v. Kempler, 46 W (2d) 550, 175 NW (2d) 465 . .

409.302 When filing is required to per-
fect security interest ; security interests to
which filing provisions of this chapter do not
apply . (1) A financing statement must be filed
to perfect all security interests except the fol-
lowing :

(a) A security interest in collateral in posses-
sion of the secured party under s . 409 ., .305 ;

(b) A security interest temporarily perfected
in instruments or documents without delivery
under s 409 304 or in proceeds for a 10-day
period under s . 409 . . 306 ;
(c) A ' purchase money security interest in

farm equipment having a purchase price not in
excess of $250; butt filing is required for a fix-
ture under s 409 . . 3.13 ;

(d) A purchase money security interest in
consumer goods having a purchase price not in
excess of $500 ; but , filing is required for a fix-
ture under s . 409.. 313 ;

(e) An assignment of accountss or contract
rights which does not alone or in conjunction
with otherr assignments to the same assignee
transfer , a significant part of the outstanding
accounts or contract rights of the assignor ;

(f) A security interest of a collecting bank (s ..
404 . 208) or arising under ch . 402 (see s .
409 .. 1. 13) or covered in sub. (3) .

(2) If a secured party assigns a perfected se -
curity interest, no filing under this chapter is
r equired in order to continue the perfected sta-
tus of the . security interest against creditors of
and transferees from the original debtor

(3) The filingg provisions of this chapter do
not apply to a security interest in property sub -
ject to s 182 025 or to a statute :

(a) Of the' United States which provides for -
a national registration or filing of all security
interests in such property ; or

(b) Of ` this state which provides for central
filing of such security interests in such proper-
ty . .

(4) A security interest in property covered
by a statute described in sub .. (3) can be per-,
f'ected only by registration or filing under that
statute .

shown in the statement against persons misled
by his failure to comply . If he no longer has an
interest in the obligation or collateral at the
time the request is received he must disclose
the name and addresss of any successor in inter-
est known to him and he is liable for- any loss
caused to the debtor as a result of' failure to
disclose, A successor in interest is not subject
to this section until a request is received by
him :

(3) A debtor is entitled to such a statement
once every 6 months without charge . . The se-
cured party may require payment of 'a charge
not exceeding $10 for each additional state-
ment furnished,

RIGHTS OF THIRD PART IES ;
PERFECTED AND UNPERFECTED
SECURITY INTERESTS; RULES OF

PRIORITY .

409 .301 Persons who take priority over
unperfected security interests; " lien credi-
tor".'(1) Except as otherwise provided in sub . .
(2), an unperfected security interest is subordi-
nate to the rights of :

(a) Persons' entitled to priority under s
409.312 ;

(b) A person who becomes alien- creditor
without knowledge of the security interest and
before it is perfected;

(c) In the case of" goods, instruments, docu-
ments, and chattel paper, a person who is not a
secured party and who is a transferee in bulk
or other buyerr not in ordinary course of busi-
ness to the extent that he gives value and re••
ceives delivery of the collateral without knowl-
edge of the security interest and before it is
perfected ;

(d) In the casee of accounts, contract rights,
and general intangibles, a person who is not a
secured party, and who :is a transferee to the
extent that he gives value without knowledge
of the security interest and before it is perfect-
ed,

(2) Ifthe secured. party files with respect to
a purchase money security interest before or
within 10 days- after the collateral comes into
possession of the debtor, he takes priority over
the rights of' a transferee in, bulk or of a lien
creditor which arise between the time the secu-
rity interest attaches and the time of filing . .

(3)'A "lien creditor" means a creditor' who
has acquired a lien on the property involved by
attachment, levy or the like and includes an as-
signee for benefit of creditors from the time of
assignment, and a trustee in bankruptcy from
the date of'the filing of the petition or a receiv-
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409.303 When security interest is per-
fected; continuity of perfection . (1) A securi-
ty interest is perfected when it has attached and
when alll of the applicable steps required for
perfection have been taken . Such steps are spec-
ified in ss 409 . . 302, 409 304, 409 305 and
409 . .306 . If' such steps are taken before the secu-
rity interest attaches, itis perfected at the time
when it attaches .

(2) If a security interest is originally perfect-
ed in any way permitted , under this chapter
and is subsequently perfected in some other
way under this chapter, without an intermedi-
ate period when it was unperfected, the securi-
ty interest shall be deemed to be perfected con-
tinuously for the purposes of this chapter .

Since the bank had a valid loan and security agreement
which was perfected by the filing of financingg statements
as required by 409 303 (1) and 409 . 302 (1), its secu r ity,
including after-acquired property, had priority under
409 . . 312 .( 5) (a) . as to a grinder mixer over a chattel mort-
gage which was filed almost 2 years after the filing by the
bank of its financing statements, even though the bank
subsequently iefiled a financing statement . Burlington
Nat, Bank v . Strauss, 50 W (2d) 270, 184 NW (2d) 122 :

409.304 Perfection of security interest in
instruments, documents and goods covered
by, documents ; perfection by permissive fil-
ing; temporary perfection without filing or
transfer of possession . (1) A security interest
in chattel paper or negotiable documents may
be perfected by filing A security interest in in-
struments (other than instruments which con-
stitute part of chattel : paper) can be perfected
only by thee secured party's taking possession,
except as provided in subs . (4) and (5) . .

(2) ` During the period that goods are in the
possession of the issuer of` a negotiable docu-
ment therefor, a security interest in the goods
is perfected by perfecting a security interest in
the document, and any security interest in the
goods otherw ise perfected during such period
is subject thereto

(3) A security interest in goods in the pos-
session of a bailee other than one who hass is-
sued a negotiable document therefor is perfect-
ed by issuance of a document in the name of
the secured party or by the bailee's receipt of
notification of the secured party's interest or
by filing as to the , goods .

409.3.05 When possession by secured
partyy perfects security interest without fil-
ing. A security interest in letters of credit and
advices of credit (s 405 .116 (2) (a)), goods, in-
struments, negotiable documents or chattell pa-
per may be perfected by the secured party's tak-
ing possessionn of the collateral If such collater-
al other than goods covered by a negotiable
document is held by a bai l ee, the secured party
is deemed to have possessionn from the time the
bailee-receives . notificati on of thee secured par-
ty's interest . . A sec u ri ty i nterest is perfected by
possession from the time possession is taken
without re lation back . and continues only so
long as possession is ret ained, unless otherwise
specified. i n this chapter. The security interest
may be otherwise perfected as provided in this
chapter before or after the period of possession
by the secured party

409 .306 "Proceeds" ; secured party 's
rights on dispositionn of collateral . (1) "Pro-
ceeds" includes whatever is received when col-
lateral or proceeds is so l d, exchanged, collectedd
or otherwise disposed of The term also includes
the account arising when the right to payment
is earned under a contract right, Money, checks
and thee l ike are "cash : proceeds" All other pro-
ceeds are "noncash proceeds",
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(5) A security interest in a vehicle of a type
for which a new certificate of title is required
under ch 342 can be perfected only as provid-
ed in ss . 342,19 and 342.20 . A security interest
in a previously certificated vehicle, as defined
in s ., 342 . 281, can be perfected only as provided
in ss. 342.284 and 342 .285 . .

SECURED TRANSACTIONS 409 .306

(4) A security interest in instrumentss or ne-
gotiable documents is perfected without filing
or the taking.g of possession forr a period of 21
days from the time it attaches to the extent
that it a r ises for new value given under a writ-
ten security agreement .

(5) A security interest remains perfected for
a period of 21 days without filing where a se-
cured party having a perfected security interest
in an instrument, a negotiable document or
goods in possession of a bailee other thann one
who has issued a negotiable document there-
for:

(a) Makes- available to the debtor the goods
or documents representing the goods for the
purpose of ultimate sale or exchange or for the
purpose of loading, unloading, storing, ship-
ping , transshipping, manufacturing, processing
or otherwise dealing with them in a manne rr
preliminary to - their sale or exchange ; or

(b) Delivers the instrument to the debtor for
the purpose of ultimate sale or exchange or of
presentation, collection, renewal or registration
of transfer .

(6) After the 21-day period in subs . (4) and
(5) perfection ` depends upon compliance with
applicable provisions of this chapter ,
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the time when the goods were sold . If the secu-
rity interest was originally perfected by a filing
which is still effective, nothing further is re-
quired to continue the perfected status ; in any
other case, the secured party must take posses-
sion of the returned or repossessed goods or
must file .,

(b) An unpaid transferee of the chattel paper
has a security interest in the goods against the
transferor. Such security interest is prior to a
security interest asserted under par (a) to the
extent that the transferee of the chattel paper
was entitled to priority under s . . 409 . .308 . .

(c) An unpaid transferee of the account has
a security interest in the goods against the
transferor Such security interest is subordinate
to a security interest asserted under par (a) .

(d) A security interest of an unpaid transfer-
ee asserted under par (b) or (c) must be per-
fected for protection against creditors of the
transferor and purchasers of the returned or
repossessed goods .

409 .307 Protection of buyer s of goods.
(1) A buyerr in ordinary course of business (s .
401 .201 (9)) other than a person buying farm
products from a person engaged in farming op-
erations takes free of a security interest created
by his seller even though the security interest is
perfected and even though the buyer knows of
its existence

(2) In the case of consumer goods or farm
equipment havingg an original purchase price
not in excess of $500 and $250, respectively,
(other than fixtures, see s'. 409..313), a buyer
takes free of a security interest even though
perfected' if' he buys without knowledge of the
security interest, for value and for his own per-
sonal, family or household- purposes or his own
farming operations unless prior to the purchase
the secured party has filed a financing state-
ment coveringg such goods .':

409 .308 Purchase of chattel paper and
nonnegotiable instruments. A purchaser of
chattel- paper' or a nonnegotiable instrument
who gives new value and takes possession of it
in the ordinary course of his business and with-
out knowledge that the specific paperor instru-
ment is subject to a security interes t has priority
over a security interest which is perfected under
s, 409.304 (permissive filing and temporary per-
fection) A purchaser of"chattel paper who gives
new value and takes possession of it in the ordi-
nary course of his business has priority over a
security interest in chattel paper which is
claimed merely as proceeds of inventory subject
to a security interest (s : 409.306);n even though

(2) Except where this chapter otherwise pro-
vides, a security interest continues in collateral
notwithstanding sale, exchange or other dispo-
sition thereof' by the debtor unless his action
was authorized by the secured party in the se -
curity agreement or otherwise, and also contin-
ues in any identifiable proceeds including col-
lections received by the debtor .

(3) The security interest in proceeds . is a
continuously perfected security interest if ' the
interest in the originall collateral was perfected
but it ceases to be a perfected security interest
and becomes unpe rfected 10 days after receipt
of ' the proceeds by the debtor unless :

(a) A filed financing statement covering the
original collateral also covers proceeds ; or

(b) The security interest in the proceeds is
perfected before the expiration of the 10-day
period . .

(4) In the event of insolvency proceedings
instituted by or against a debtor, a secured par-
ty with a perfected security interest in proceeds
has a perfected security interest :

(a) In identifiable noncash proceeds ;
(b) In identifiable cash proceeds in the form

of money which is not commingled with other
money or deposited in a bank account prior to
the insolvency proceedings ;

(c) In identifiable cash proceeds in the form
of checks and the like which are not deposited
in a bank account prior to the insolvency pro-
ceedings; and

(d) In all cash and bank accounts of the
debtor, i f ' other cash proceeds have been com-
mingled or deposited in a bank account, but
the perfected security interest under this para-
graph is :

1 .. Subject to any right of setoff; and
2 Limited to an amount not greater than

the amount of any cash proceeds received by
the debtor within 10 days before the institution
of the insolvency proceedings and commingled
or deposited in a bank account prior to the in-
solvency proceedings less the amount of cash
proceeds received by the debtor and paid over
to the secured party during the 10-day period ,

(5) If a sale of goods results in an account or
chattel paper which is transferred by the seller
to a secured party, and if the goods are re-
turned to or are repossessed by the seller or the
secured party, the following rules determine
priorities:

(a) If the goods were collateral at the time of
sale for an indebtednesss of` the seller which is
still unpaid, the original security interest at-
taches again , to the goods and cont inues as a
perfected security interest if ' t- was perfected at
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409 .31 1 Alienabil ity of debtor's rights : j u -
dicial process . The debtor's rights in collateral
may be voluntarily or involuntarily transferred
(by way of sale, creation of a security interest,
attachment, levy, garnishment or other judicial
process) notwithstanding a provision in the se-
curity agreement prohibiting any transfer or
making the transfer constitute a default .

409 .312 Priorit i es among conf l ic t i ng se-
curity interests in the same collateral. (1)
The rules of priority stated in the following sec-
tions shall govern where, applicable :

(a) Section 404 .208 with respect to the secu-
iity interest of collecting banks in items being
collected, accompanying documents and pro-
ceeds ;

(b) Section 409.301 on certain priorities ;
(c) Section 409 . .:304 on goods covered by

documents ;
(d) Section 409 306 on proceeds and repos-

sessions
(e) Section 409 307 on buyers of goods;
(f) Section. 409.348. on possessory against

nonpossessory interests in chattell paper or
nonnegotiable instruments;

(g) Section- 409 309 on security interests in
negotiab le instruments, documents or secuFi-
ties;

(h) Section 409 :310 on priorities between
perfected security interests and liens by opera-
ti on of law;
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he knows that the specific pape r is subject to
the security interest .

409.309 Protection of purchasers of i n -
struments and documents . Nothing in this
chapter limits the rights of a holder in due
course of a negotiable instrument (s 403 302)
or a holder to whom a negotiable document of
title has been duly negotiated (s 407 501) or a
bona fide purchaser of a security (s . 408 ..301)
and such holders or purchaser's take priority
over an earlier security interest even though
perfected . . Filing under this chapter does not
constitute notice of'the security interest to such
holders or purchasers . .

409 . 310 Priority of certain liens ari sing
by operation of law. When a person in the
ordinary course of his business furnishes ser-
vices or materials with respect to goods subject
to a security interest, a lien upon goods in the
possession of such person given by statute or
rule of law for such materials or services takes
priority over a perfected security interest unless
the lien is statutory and the statute expressly
provides otherwise.

SECURED TRANSACTIONS 409 .312

(i) Section 409 313 on security interests in
fixtu r es as against interests in real estate ;

(j) Section 409 .314 on security interests in
accessions as against interest in goods;

(k) Section 409 .315 on conflicting security
interests where goods lose their identity or be-
come part of a product ; and

(1) Section 409 316 on contractual subordi-
nation .

(2) A perfected security interest in crops for
new value given to enable the debtor to
produce the crops during the production sea-
son and given not more than 3 months before
the crops become growing crops by planting or
otherwise takes priority over an earlier perfect-
ed security interest to the extent that such ear-
lier interest secures obligations due more than
6 months before the crops become growing
crops by plantingg or otherwise, even though
the person giving new value had knowledge of
the earlier security interest . .

(3) A purchase money security interest in in-
ventory collateral has priority over a conflict-
ing security interest in the same collateral if ':

(a) The purchase money security interest is
perfected at the time the debtor receives pos-
session of ' the collateral ; and

(b) Any secured party whose security inter-
est is known to the holder of the purchase
moneyy security interest or, who, prior to the
date of the filing made by the holder of' the
purchase money security interest, had filed a
financing statement covering the same items or
type of inventory, has received notification of
the purchase money security interest before the
debtor, receives possession of the collateral cov-
eied by the purchase money security interest;
and

(c) Such notification states that the person
giving the notice has or expects to acquire a
purchase money security interest in inventory
of the debtor, describing such inventory by
item or, type

(4) A purchase money security interest - in
collateral other than inventory has priority
over a confli cting security interest in the same
collateral if the purchase money security i nter-
est is perfected at the time the debtor receives
possession of' the collater al or within 10 days '
thereafter . .

(5) In all cases not governed by other rules
stated in this section (including cases of pun.
chase money security interests which do not
qual ify for the special' : priorities set forth in
subs (3) and (4)), prior ity between conflicting
security interests in the same collateral shall be
determined as follows :
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(a) In the order of filing if both are perfected
by filing, regardless of which security interest
attached first under s 409 204 (1) and whether
it attached before or after filing;

(b) In the order of perfection unless both are
perfectedby filing,, regardless of which security
interest attached first under s 409.204 (1) and,
in the case of 'a filed security interest, whether
it attached before or after filing ; and

(c) In the order of attachment under s .
409 204 (1) so long as neither is perfected .

(6) For the purpose of the priority rules of
sub: (5), a continuously perfected security in-
terest shall be treated at all times as if perfect-
ed by filing if it was originally so perfected and
it shall be treated at all times as if perfected
otherwise than by filing if it was originally per-
fected otherwise than by filing,

4 09.3 13 Pr ior i ty of secur ity interests in
fixtures . (1) The rules of this section do not
apply to goods incorporated into a structure in
the manner of lumber, bricks, tile, cement,
glass, metal work and the like and no security
interest in them exists under this chapter unless
the structure remains personal property under
applicable law : The law of this state other than
this code determines whether and when other
goods become fixtures .. This code does not pre-
vent creation of an encumbrance upon fixtures
or, real estate pursuant to the law applicable to
real estate

(2) A security interest which attaches to
goods.s before they become fixtures takes priori-
ty as to the goods over the claims of all per-
sons who have an interest in the real estate ex-
cept as stated in sub . (4) .

(3) A security interest which attaches to
goods after they become fixtures is valid
against alll persons subsequently acquiring in-
terests in the real estate except as stated in sub,
(4) but is invalid against any person with, an
interest in the real estate at the time the securi-
ty interest attaches to the goods who has not in
writing consented. ..d to the security interest or
disclaimed an interest in the goods as fixtures

(4) If the subsequent purchase is made, the
lien by,judicial proceedings is obtained, or the
subsequent advance under the prior encum-
brance is made or contracted for without
knowledge of the security interest and before it
is perfected, the security interests described in
subs. (2) and (3) do not take priority over :

(a) A subsequent purchaser for value of'any
interest in the real estate ; or

(b) A creditor with a lien on the real estate
subsequently obtained by judicial proceedings ;
or

(c) A creditor with a prior encumbrance of
record on the real estate to the extent that he
makes subsequent advances .

(4m) A purchaser of the real estate at a fore-
closure sale other than an encumbrancer pur-
chasing at his own foreclosure sale is a subse-
quent purchaser within this section . .

(5) When under subs . . . (2) or (3) and . (4) a
secured party has priority over the claims of
all persons who have interests in the real es-
tate, he may, on default,, subject to ss 409 501
to 409 507 remove his collateral from the real
estate but he mustt reimburse any encumbranc-
er or owner of the real estate who is not the
debtor and who has not otherwise agreed for
the cost of repair of anyy physical injury, but
not for any diminution in value of the real es-
tate caused by the absence of the goods re-
moved or by any' necessity for replacing them . .
A person entitled to reimbursement may refuse
permission to remove until the secured party
gives adequate security for the performance of
this obligation ,

409.314 Accessions . (1) A security inter-
est in goods which attaches before they are in-
stalled in or affixed to other goods takes priori-
ty as to the goods installed or affixed (called in
this section . "accessions") over the claims of all
persons to the whole except as stated in sub . . . (3)
and subject to s 409 . 315 (1) .

(2) A security interest which attaches to
goods after they become partt of a whole is val-
id against all persons subsequently acquiring
interests in the whole except as stated in sub .
(3) but is invalid against any person with an
interest in the whole at the time the security
interest attaches to the goods who has not in
writing consented ' to the security interest or
disclaimed an interest in the goods as part of
the whole .

(3) If ' the subsequent purchase is made,, the
lien by judicial proceedings , obtained or the
subsequent advance under the prior, perfected
securityy interest is made or contracted for
without knowledge of the security interest and
before it is perfected, the secur ity interests de-
scribed in subs.. (1) and (2) do not take priority
over

(a) A subsequent purchaser for value of' any
interest in the whole; or

(b) A creditor with a lien on the whole sub-
sequently obtained by judicial proceedings ; or

(c) A creditor with a prior , perfected security
interest in the whole to the extent that ': he
makes subsequent advances .
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(3m) A purchaser of the whole at a foreclo- 409 .318 Defenses against assi gnee ;
sure sale other than the holder of a perfected modification of contract after notification of
security interest purchasing at his own foreclo- assignment; term prohibiting assignment
sure sale is a subsequent purchaser within this ineffective ; identification and proof of as -
sectionn signment . (1) Unless an account debtor has

(4) When under subs . (1) or (2) and (3) a made an enforceable agreement not to assert de-
secured party has an interest in accessions fences or claims arising out of a sale as provided
which has priority over the claims of all per- in s . 409 206 the rights of an assignee are sub-
sons who have interests in the whole, he may ject to :
on default subject to ss . 409 .501 to 409 507 re- (a) All the terms of the contract between the
move his collateral from the whole but he must account debtor, and assignor and any defense
reimburse any encumbrances or owner of the or claim arising therefrom ; and
whole who is not the debtor and who has not (b) Any other defense or claim of the ac-
otherwise agreed for the cost of repair of any count debtor against the assignor which ac-
physical injury but not for any diminution in clues before the account debtor receives notifi-
value of the whole caused by the absence of the cation of the assignment .t
goods removed or by any necessity for replac- (2) So far as the, right to payment under an
ing them . A person entitled to reimbursement assigned contract right has not already become
may refuse permission to remove until the se- an account, and notwithstanding notification
curity party gives' adequate security for the of the assignment, any modification of or sub-,
performance of this obligation - stitution for the contract made in good faith

and in accordance with reasonable commercial
409 .315 Priority .y when, goods are com- standards is effective against an assignee unless
mingled or processed. (1) If a security inter- the account debtor has otherwise agreed but
est in goods was perfected and subsequently the the assignee acquires corresponding rights un-
goods or ,a part thereof' have become part of a der the modified or substituted contract : The
product or mass, the security interest continues assignment may provide that such modification
in the product or mass if: or substitution is a breach by the assignor .

(a) The goods are so manufactured, proc- (3) The account debtor is authorized to pay
essed, assembled or commingled that their the assignor until the account debtor receives
identity is lost in the product or mass ; or notification that the account has been assigned

(b) A financing statementt covering the origi- and that payment is to be made to the assign-
nal goods also covers the product into which ee : A notification which does not reasonably
the goods have been manufactured, processed identify the rights assigned is ineffective . . Ifre-

or assembled., quested by thee account debtor, the assignee
(lm) In a case to which sub (1) (b) applies, must seasonably furnish reasonable proof that

no separate security interest in that part of the thee assignment has been made and unless he
original goods which has been manufactured, does so the account debtor may pay the assign-
processed or assembled- into thee product may of'
be claimed under s . 409 . .314 .. (4) A term in, any contract between an ac-

(2) When under sub.
. (1) more than one se- count debtor and an assignor which prohibits

curity interest attaches to the product or mass, assignment of an account or contract right to
they rank equally according to the ratio that which they are parties is ineffective

. .

the cost of the goods to which each interest F ILING,
originally attached bears to the cost of the to-
tal product or mass . 409 .401 Place of filing; erroneous fi l i ng ;

removal of collateral . (1) The proper place to

409.316 Priority subject to subordina- file in order to perfect a security interest is as
tion. Nothing in this chapter prevents subordi- follows :
nation by agreement by any person entitled to (a) When the collateral is equipment used in
priority farming operations, or farm products, or ac-

counts, contract rights or general intangibles
arising from or relating to the sale of farm
products by a farmer, or consumer goods, then
in the office of the register of deeds in the
county of the debtor's residence or if the debt-
or is not a resident of this state then in the of'-
fire of the register of deeds in the county

409 .317 ' Secured party not obligated on
contract of debtor. The mere existence of a
security interest or authority given to the debt-
or to dispose of or use collateral does not im-
pose contract or tort liability upon the secured
party for the debtor's acts or omissions .
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409.402 Formal requisites of financing
statement ; amendments. (1) (a) A financing
statement is sufficient if' it is signed by the debt-
or and the secured party, gives an address of the
secured party from which information concern-
ing the securityy interest may be obtained, gives
a mailing address of the debtor and contains a
statement indicating the types, or describing the
items, of collateral . A financing statement may
be filed before a security agreement is made or
a security interest otherwise attaches ;.

(b) When the financing statement covers
crops growing or to be grown or goods which
are or are to become fixtures, the statement
must also contain the legal description of the
real estate : concerned and thee name of the
record owner thereof '.. In each county, the reg-
ister of deeds shall enter evidence of financing
statements covering fixtures on all indices kept
by him regarding the transfer of real estate.. A
copy of ' the security agreement is sufficient as a
financing statement if it contains the above in-
formation and is signed by both parties .

(2) A financing statement which otherwise
complies with sub . (1) is sufficient although it
is signed only by the secured party when it is
filed to perfect a security interest in :

(a) Collateral already subject to a security
interest in another jurisdiction when it is
brought into this state.. Such a financing state-
ment must state that the collateral was brought
into this state under such circumstances .

(b) Proceeds under s. 409 306 i f the security
interest in the original collateral was perfected .
Such a financing statement must describe the
original collateral . .

(3) A form substantially as follows is suffi-
cient to comply with sub . (1) :

Name of debtor (or assignor)
Address . ,
Name of` secured party (or assignee)
Address
1 . This financing statement covers the fol-

lowing types (or items) of property :
(Describe) . . . . . .

2 . (If collateral is crops) The above de-
scribed crops are growing or are to be grown
on:

(Enter Description of Real Estate and
Name of Record Owner Thereof) . .

3 . (If' collateral is goods which are or are to
become fixtures) . The above described goods
are affixed or to be affixed to :

(Enter Description of Real Estate and
Name of Record Owner Thereof)

wheree the goods are kept, andd in addition
when the collate ral is crops in the office of the
register of deeds in the county where the land
on which the crops are growing or to be grown
is located ;

(b) When the collateral is goodss which at
thee time the security interest attaches are or
are to become fixtures, then in the office where
a mortgage on the real estate concerned would
be filed or recorded ;

(c) In all other cases, in the office of the sec-
retary of state and in addition :

1 If' the debtor has a place of business in
this state, then in the office of the register' of
deeds in the county where the debtor's princi-
pal place ofbusiness is located; or

2 If the debtor has no place of business in
this state but resides in this state, then in the
office of the register of deeds in the county
where . he resides ; or

3 . I f the. debtor has no place of business in
this state and does not reside in this state but
the collateral is goods to be kept in this state,
then in the office of the register of deeds in the
county where the goods are kept..

(2) A filing which is made in good faith in
an improper place or not in all of the places
required by this section is nevertheless effective
with regard to anyy collateral as to which the
filing complied with the requirements of this
chapter and is also effective with regard to col-
lateral covered by the financing statement
against any person who has knowledge of the
contents of" such financing statement . .

(3) A filing ' which is made in the , proper
place in this state continues effective even
though the debtor's residence or place of busi-
ness or the location of the collateral or its use,
whichever controlled the original filing, is
thereafter changed.

(4) If ' collateral is brought into this state ,
from another jurisdiction, the rules stated in s .
409 . 1Q3 determine whether filing is necessary
in this state .

(5) In this section :
(a) A foreign corporation which iss author-

ized to transact business in this state is deemed
a resident of this state,

(b) The residence of a debtor which is a cor-
poration is the county in which the registered
office of the corporation is located, and

(c) Designation in the security agreement of
a principal place of business of a debtor shall
be controlling unless 'manifestly unreasonable .:

Cross Reference: See . 74 . 76 as to filing of federal tax
liens

409 .401 SECURED TRANSACTIONS 36 8 2

Electronically scanned images of the published statutes.



409.403 ' : . What constitutes filing ; duration
of filin g; effect of lapsed filing; duties of fil-
ing' officer . (1) Presentation for filing of a fi-
nancing statement and tender of the filing fee or
acceptance of the statement by the filing officer
constitutes filing under this chapter . An accu-
rate reproduction of the financing statement,
certified to be a true copy by the secured party,
public officer or notary public, or a carbon copy
bearing signatures appearing by carbon impres-
sion, may be filed

(2) A filed financing statement which states
a maturity date of the obligation secured of 5
years or less is effective until such maturity
date and thereafter for a period of 60 days .
Any other filed financing statement is effective
for a period of '5 years from the date of filing .
The effectiveness of a filed financing statement
lapses on the expiration of such 60-day period
after a stated maturity date or on the expira-
tion of'such 5-year period, as the case may be,
unless a continuation statement is filed prior to
the lapse . Upon such lapse the security interest
becomes unperfected .. A filed financing state-
ment which states that the obligation secured
is payable on demand is effective for 5 years
from the date of filing

(3) A continuation statement may be filed by
the secured party (a) within 6 months before
and 60 days after a stated maturity date of 5
years or less, and (b) otherwise within 6
months prior to the expiration of the 5-year
period specified in sub . (2) . Any such continu-
ation statement must be signed by the secured
party, identify the original statement by file
number and state that the original statement is
still effective . Upon timely filing of the contin-

409 .405 Assignment of security ' interest;
duties of filin g officer ;; fees. (1) A financing
statement may disclose an assignment of a secu-
rity interest in the collateral described in the
statement by indication in the statement of the

3683

4 . (If proceeds or products of collateral are
claimed) Proceeds-Products of the collateral
are also covered

Signature of Debtor (or Assignor)
Signature of Secured Party (or Assignee)

(4) The term "financing statement" as used
in this chapter means the original financing
statement and any amendments butt if any
amendment adds collateral, it is effective as to
the added collate ral only from the filing date
of the amendment .

(5) A financing statement substantially com-
plying with the requirements of this section is
effective even though it contains minor errors
which are not seriously misleading

Conditional sales agreements as security for purchase
money do not qualify as financing statements although
filed- when they contain the signature of the debtor but
lack the signature of the creditor or his address . Burling-
ton Nat. . Bank - v Strauss, 50 W (2d) 270, 184 NW (2d)
122
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uation statement, the effectiveness of the oiigi-
nal statement is continued for 5 years after the
last date to which the filing was effective
whereupon it lapses in the same manner as
provided in sub. (2) unless another continua-
tion statement is filed prior to such lapse .. Suc-
ceeding continuation statements may be filed
in the same manner' to continue the effective-
ness of the original statement . Unless a statute
on disposition of public records provides other-
wise, the filing officer may remove a lapsed
statement from the files and destroy it .

(4) A filing officer shall mark each state-
ment with a consecutive file number and with
the date and hour of filing and shall hold the
statement for public inspection : In addition the
filing officer shall index the statements accord-
ing to the name of the debtor and shall note in
the index the file number' and the address of
the debtor given in the statement .

(5) Thee uniform fee for filing, indexing and
furnishing filing data for an original or a con-
tinuation statement- is $2 .

Histoxyc 197 1 c . 125 s . . 524 .

409 .404 Termination . statement . (1)
Whenever there is no outstanding secured obli-
gation and no commitment to make advances,
incur obligations or otherwise give value, the
secured party must file, and on written demand
by the debtor also send the debtor a statement
that he no longer claims a security interest un-
der the financing statement ; which shall be
identified by file number. A termination state-
ment signed by a person other than the secured
party of record must include or be accompanied
by the assignment or a statement by the secured
party of record that he has assigned-the security
interest to the signer of the termination state-
ment. The uniform fee forr filing and indexing
such an assignment or statement thereof is $2 ..
If the affected- secured party fails to file such a
termination statement within 10 days after re-
ceipt of the debtor's written demand therefor he
shall be liable to the debtor for $25, and in addi-
tion for any loss caused to the debtor by such
failure,

(2) On presentation to the filing officer of
such a termination statement he must note it
in the index and file it ..

(3) The uniform fee for filing and indexing a
termination statement is $2 .

History : 1971 c„ 1 25 s 524 :
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409 . 501 Default ; procedure when securi-
ty agreement covers both real and personal
property. (1) When a debtor i s in default under
a security agreement, a secured party has the
rights and remedies provided in ss 409 .501 to
409.507 and except as limited by sub (3) those
provided in the security agreement .. He may re-
duce his .c laim to judgment, foreclose or other-
wise enforce the security interest by any availa-
ble,judicial procedure. If the collateral is docu-
ments the secured party may proceed either as
to the documents or as to the goods covered
thereby A secured party in possession has the
rights, remedies and duties provided in s .
409 ..207 . The rights and remedies referred to in
this subsection are cumulative,

(2) After default, the debtor has the rights
and remedies provided in ss 409.501 to
409 .507, thosee provided in the security agree-
ment and those provided in s . 409 .207 .

(3) To the extent that they give rights to the
debtor and impose duties on the secured party,
thee rules stated in the subsections referred to
below may not be waived or varied except as
provided with respect to compulsory disposi-
tion of collater al (s . 409 505 (1)) and with re-

409 .407 . Duties and liabil i ty of filin g offi-
cer. (1) INFORMATION FROM F I L ING OF FICER ,
If the person filing any financing statement,
termination statement, statement of assign-
ment, or statement of release, furnishes the fil-

409 .405 SECURED TRANSACTIONS

name and address of the assignee or by an as-
signment itself or a copy ther 'eof ' on the face or
backk of the statement . Either the original se-
cured party or the assignee may sign this state-
ment as the secured party On presentation to
the filing officer of such a financing statement
the filing officer ' shall mark the samee as pro-
vided in s 409 .403 (4) The uniform fee for fil-
ing, indexing and furnishing filing data for a
financing statement so indicating an assign-
ment is $2,

(2) A secured party may assign of record all
or partt of his rights under a financing state-
ment by the filing of a separate written state-
ment of assignment signed by the secured par-
ty of record and setting forth the name of the
secured party of record and the debtor, the file
number and the date of filing of the financing
statement and the name and address of the as-
signee and containing a description of the col-
lateral assigned.. A copy of the assignment is
sufficientt as a separate statement i f it complies
with the preceding sentence . . On presentation
to the filing officer of such a separate state-
ment, the filing officer shall mark such sepa-
rate statement with the date and hour of the
filing, He shall note the assignment on the in-
dex of the financing statement . The uniform
fee for filing, indexing and furnishing filing
data about such a separate statement of assign-
ment is $2

(3) After the disclosure or filing of an as-
signment underr this section, the assignee is the
secured party of' recoid .

History: 1971 c. 125 s 524

409 .406 Release of collateral ; duties of
filing officer ; fees. A secured party of record
may by his signed statement release all or a part
of any collateral described in a filed financing
statement . . The statement of`release is sufficientt
if it contains a description of the col lateral be-
ing released, thee name and address of the debt-
or, the name and address of the secured party,
and the fi l e number of"the financing statement .
Upon presentation of such a statement to the
filing officer he shal l mark the statement with
the hour and date of filing and shall note the
same upon the margin of the index of the filing
of the financing statement .. The uniform fee for
filing and noting such a statement of release is
$2

History: 1971 c 1 25 s 524
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ing officer a copy thereof, the filing officer
shall upon request note upon the copy the file
number and date and hour of the filing of the
o riginal and deliver or send the copy to such
person..

(2) ISSUANCE OF CERTIFICATE; FEES .. Upon
request of any person, the filing officer shall is -
sue his certificate showing whether there is on
file on the date and hour stated therein, any
presently effective financing statement filed or
continued within the preceding 6 years naming
a particular debtor and any statement of as-
signment thereof and if there is, giving the date
and hour of filing of each such statement and
the names and addresses of each secured party
therein The uniform fee for such a certificate
is $3, plus $1 for each financing statement and
for each statement of assignment reported
therein . Upon request the filing officer shall
furnish a certifi ed copy of any filed financing
statement or statement of assignment for a uni-
form fee of $1 for each page of the copied
statement plus 50 cents for the certificate .

(3) LIABILITY OF FILING OFFICER . No filing
officer nor any of his employes or agents shall
be subject to personal liability by reason of any
error or omission in the performance of any
duty under ch . 409 except in case of miscon-
duct as defined in s 946 12 .
History : 1971 c . 125 .

DEFAULT
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must account to the debtor for any surplus,
and unless otherwise agreed, the debtor is lia-
ble for any deficiency . But, if' the underlying
transaction was a sale of accounts, contract
rights, or chattel paper, the debtor is entitled
to any surplus or is liable for any deficiency
only ifthe security agreement so provides .

409 .503 Secured party 's right to take
possession after default .. Unless otherwise
agreed a secured party has on default the right
to take possession of the collateral . . I n taking
possession a secured partyy may proceed without
judicial process if' this can be done without
breach of the peace or may proceed by action : If
the security agreement so provides the secured
party may require the debtor to assemble the
collateral and make it available to the secured
party at `a place to be designated by the secured
party which is reasonably convenient to both
patties. Without removal `a securedparty may
render equipment unusable, and may dispose of
collateral on the debtor's premises under s ..
409 ..504 ..
The deb tor's d uty to delive r collatera l upon defau lt..

G i lmer, 5:3 MLR 33 .

409 .504 Secured party's right to dispose
of collatera l after default ; effect of di sposi-
tion. (1) A secured party after default may sell,
lease or otherwise dispose of'any or all of the
collateral in its then condition or following any
commercially reasonable preparation or proc-
essing . Any sale of goods is subject to ch 402 ..
The proceeds of disposition shall be applied in
the order following to :

(a) The reasonable expenses of retaking,
holding, preparing for sale, selling and the like
and, to the extentt provided for in the agree-
ment and not prohibited by law,, the reasonable
attorneys' fees and legal expenses, incurred by
the secured party ;

(b) The satisfaction of indebtedness secured
by the security interest under which the dispo-
sition is made ;

(c) The satisfaction of indebtedness secured
by any subordinate security interest in the col-
lateral if written notification of demand there-
for is received before distribution of the pro-
ceeds is completed . . I f requested by the secured
party, the holder of a subordinate security in-
terest must seasonably furnish seasonable proof'
of his interest, and unless he does so, the se-
cured party need not comply with his demand.:

(2) I f'the security interest secures an indebt-
edness, the secured party must account to the
debtorr for any surplus, and, unless otherwise
agreed, 'the debtor is liable for any deficiency . .
But if the underlying transaction was a sale of

spect to redemption of collateral (s 409 506)
but the parties may by agreement determine
the standards by which the fulfillment of these
rights and duties is to be measured if' such
standards are not manifestly unreasonable :

(a) Sections 409 502 (2) and 409 504 (2) in-
sofar as they require 'accounting for surplus
proceeds of collateral ;

(b) Sections 409 504 (3) and 409 505 (1)
which deal with disposition of collateral ;

(c) Section 409 ..505 . .(2) which deals with ac-
ceptance of collateral as discharge of obliga-
tion ;

(d) Section 409 506 which deals with re-
demption of collateral ; and

(e) Section 409 .507 (1) which deals with the
secured party's liability for failure to comply
with ss 409 501 to 409 ..507 :

(4) If' the security agreement covers both
real and personal property, the secured party
may proceed under ss . 409 .501 to 409 . SOZ as to
the personal property or' he may proceed as to
both thee real and the personal property: in ac-•
cordance with his rights and remedies in re-
spect of the real property in which case the
provisions of ss 409 .501 to 409 507 do not ap-
ply,

(5)' Whenn a secured partyy has reduced his
claim to judgment thee lien of any levy which
may be made upon his collateral by virtue of
any execution based upon the judgment shall
relate back to the date of the perfection of the
security interest in such collateral, A judicial
sale, pursuant to such execution; is a foreclo-
sure of' the security interest by judicialproce-
duie within the meaning of this section, and
the secured party may purchase at the salee and
thereafter hold: the collateral free of any other
requirements of this chapter .

409 . 502 . . Collection rights of secured par-
ty. (1) When so agreed and in any event on
default the securedd party is entitled to notify an
account debtor 'or the obligor on, an instrument
to make; payment to him whether or not the
assignor was theretofore making collections on
the collateral, and also to take control of any
proceeds to which he is entitled under s
40.9:.306

(2) `A secured party who by agreement is en-
titled to charge back uncollected collateral or
otherwise to full or limited recourse against the
debtor and who undertakes to collect from the
account debtors or obligors must proceed in a
commercially reasonable manner and may de-
duct-his reasonable expenses of' realization
from the collections . If the security agreement
secures an indebtedness, the secured party
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409.505 Compulsory disposition of col-
lateral; acceptance of the collateral as dis-
charge of obligation . (1) If the debtor has
paid 60 per cent of the cash price in the case of
a purchase money security interest in consumer
goods or 60 per cent of the loan in the case of
another security i nterest in consumer goods,
and has not signed after default a statement re-
nouncing or modifying his rights under ss .
409 . ..501 . to 409 507 a secured party who has
taken possession of collateral must dispose of it
under s. 409,504 and if he fails to do so within
90 days after he takes possession the debtor at
his option may recover in conversion or under
s 409 507 (1) on secured party's liability . In
this subsection "cash price" means the seller ' s
price in dollars for the sale of the goods and the
transfer of unqualified title thereto upon the
concurrent payment of such price in cash or the
equivalent thereof; . "loan" refers to the princi-
pal and does not include interest or service
charges

(2) In any other case involving consumer
goods or any other collateral a secured party in
p9ssession may, after default, propose to retain
the collateral in satisfaction of the obligation . .
Written notice of ' such proposal shall be sent to
the debtor and except in the case of consumer
goods to any other secured party who has a
security interest in the collate ral and who has
duly filed a financing statement indexed in the
name of the debtor in this state or is knownn by
the secured party in possession to have a secu-
rity interest in it If' the debtor or other person
entitled to receive notification objects in writ-
ing within 30 days from the receipt of the noti-
fication or if any other secured party objects in
writing within 30 days after the secured party
obtains possession the secured party must dis-
pose of the collateral under s . 409 . . 504 . . In the
absence of such written objection the secured
party may retain the collateral in satisfaction
of the debtor's obligation .

409.506 Debtor's right to redeem collat-
eral. At any time before the secured party has
disposed of collateral or entered into a contract
for its disposition under s . 409 504 or before the
obligation has been discharged under s . 409 505
(2) the debtor or any other secu red party may
unless otherwise agreed in writing after default
redeem the collateral by tendering fulfillment of
all obligations secured by the collateral as well
as the expenses reasonably incurred by the se-
cured party in retaking, holding and preparing
the collateral for disposition, in arranging for
the sale, and to the extent provided in the agree-
ment and not prohibited by law, his reasonable
attorneys'' fees and legal expensess

accounts, contract rights, or chattel paper, the
debtor is entitled to any surplus or is liable for
any deficiency only if' the security agreement
so provides

( .3) Disposition of the collateral may be by
public or private- proceedings and may be made
by way of one or more contracts . Sale or other
disposition may be as a unit or in parcels and
at any time and place and on any terms but
every aspect of the disposition including the
method, manner, time, place and terms must
be commercially reasonable. Unless collateral
is perishable or threatens to decline speedily in
value or is of a type customarily sold on a rec-
ognized market, reasonable notification of the
timee and place of any public sale or reasonable
notification of the time after which any private
salee or other intended disposition is to be made
shall be sent` by the secured party to the debt-
or, and except in the case of consumer goods
to any other person who has a security interest
in the collateral and who has duly filed a fi-
nancing statement indexed in the name of the
debtor in this state or who is known by the se-
cured party to have a security interest in the
collateral The secured party may buy at any
public sale and i f the collaterall is of a type cus-
tomarily sold in a recognized market or is of a
type which is the subject of widely distributed
standard : pricee quotations he may buy at pri-
vate sale .
(4) Whenn collateral is disposed of by a se-

cured party after default, the disposition trans-
fers to a purchaser for value all of the debtor's
rights therein, discharges the security interest
under which it is made and any security inter-
est or lien subordinate thereto .. The purchaser
takes free of all such rights and interests even
though the secured party fails to comply with
the requirements of ss 409 501 to 409,507 or
of any judicial proceedings :

(a) In the ` case of a public sale, if' the pur-
chaser has no knowledge of any defects in the
sale and if he does not buy in collusion with
the secured party, other bidders or the person
conducting the sale; or

(b) In any other case, if the purchaser acts in
good faith. .

(5) A person who is liable to a secured party
under :, a guaranty, indorsement, repurchase
agreement or the like and who receives a trans-
fer of collateral from the secured party or is
subrogated to his rights has thereafter the
rights and duties of the secured party. . Such a
transfer of collateral is not a sale or disposition
of the collateral under this chapter .
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409 .507 Secured party's liability for fa i l - secured party is not of' itself' sufficient to estab-,
ure to comply with defau l t provisions. (1) If lish that the sale was not made in a commer-
it is established that the secured party is not cially reasonable manner. Ifthe secured party
proceeding in accordance with ss . 409 501 to either sells the collateral in the usual manner
409 507 disposition may be ordered or re- in any recognized market therefor or if' he sells
strained on appropriate terms and conditions .. If' at the price current in such market at the time
the disposition has occurred the debtor or any of'his sale or if he has otherwise sold in con-
person entitled to notification or whosee security fortuity with reasonable commercial practices
interest has been made known to the secured among dealers in the type ofproperty sold he
party prior to the disposition has a right to re- has sold in a commercially reasonable manneru
cover from the secured party any loss caused by The principles stated in the 2 preceding sen-
a failure to comply with ss 409 501 to 409 ..507 . . tences with respect to sales also apply as may

Ifthe collateral is consumer goods, the debtor be appropriate to other types of disposition .. A
has a right to recover in any event an amount disposition which has been approved in any ju-
not less than the credit service charge plus 10 dicial proceeding or by any bona fide creditors'
per cent of the principal amount of the debt or committee or representative of creditors shall
the time price differential plus 10 per cent of the conclusively be deemed to be commercially
cash pricee reasonable, butt this sentence does not indicate

(2) The fact that a better price could have that any such approval must be obtained in
been obtained by a sale at a different time or in any case nor does it indicate that any disposi-
a different method from that selected by the tion not so approved is not commercially rea-

sonable.
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