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ENGROSSED SUBSTI TUTE HOUSE BI LL 2197

AS AMENDED BY THE SENATE
Passed Legislature - 2012 Regul ar Sessi on

State of WAshi ngton 62nd Legi sl ature 2012 Regul ar Session

By House Judiciary (originally sponsored by Representatives
Peder sen, Rodne, and Eddy; by request of UniformLaws Conm ssion)

READ FI RST TI ME 01/ 25/ 12.

AN ACT Rel ating to the Uniform Commercial Code; anmendi ng RCW 62A. 1-
101, 62A. 1-102, 62A 1-103, 62A.1-104, 62A. 1-105, 62A. 1-106, 62A 1-107,
62A. 1-108, 62A. 1-201, 62A.1-202, 62A 1-203, 62A 1-204, ©62A 1-205,
62A. 1- 206, 62A.7-101, 62A.7-102, 62A 7-103, 62A 7-104, ©62A 7-105,
62A. 7- 201, 62A.7-202, 62A.7-203, 62A 7-204, 62A 7-205, 62A 7-206,
62A. 7- 207, 62A.7-208, 62A.7-209, 62A 7-210, 62A 7-301, 62A 7-302,
62A. 7- 303, 62A.7-304, 62A.7-305, 62A 7-307, 62A. 7-308, 62A 7-309,
62A. 7-401, 62A.7-402, 62A.7-403, 62A 7-404, 62A 7-501, 62A 7-502,
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62A. 7-503, 62A 7-504, 62A 7-505, 62A. 7-506, 62A.7-507, 62A. 7-508,
62A. 7-509, 62A 7-601, 62A 7-602, 62A. 7-603, 62A 2-103, 62A. 2-104,
62A. 2-202, 62A 2-310, 62A 2-323, 62A 2-401, 62A 2-503, 62A. 2-505,
62A. 2-506, 62A.2-509, 62A 2-605, 62A 2-705, 62A 2A-103, 62A 2A-103,
62A. 2A- 501, 62A. 2A-514, 62A 2A-518, 62A. 2A-519, 62A. 2A-526, 62A 2A-527
62A. 2A- 528, 62A.3-103, 62A 4-104, 62A 4-210, 62A. 4A-105, 62A 4A-106,
62A. 4A- 204, 62A.5-103, 62A.8-102, 62A 8-103, 62A. 8-103, 62A 9A-102,
62A. 9A- 102, 62A. 9A-203, 62A. 9A-207, 62A. 9A-208, 62A. 9A-301, 62A. 9A- 310,
62A. 9A- 310, 62A. 9A-312, 62A 9A-313, 62A. 9A-313, 62A. 9A-314, 62A 9A-317
62A. 9A- 317, 62A. 9A-338, 62A. 9A-338, 62A 9A-601, 62A. 9A-601, 62A. 5-102,
62A. 5-104, 62A 5-106, 62A 5-107, 62A. 5-108, 62A 5-109, 62A. 5-110,
62A.5-111, 62A 5-112, 62A 5-113, 62A 5-114, 62A 5-116, 62A. 5-117,

62A.

5-118, 62A. 2-512,

and 62A.9A-107; adding new sections to chapter

ESHB 2197. SL



A W DN

10
11
12
13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

62A.1 RCW adding a new section to chapter 62A. 7 RCW creating new
sections; repealing RCW 62A. 1-109, 62A. 1-207, 62A 1-208, 62A. 2-208,

62A. 2A- 207, and 62A.10-104; repealing 2011 ¢ 74 s 801; providing an
effective date; and providing an expiration date.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

PART |
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 1

Sec. 101. RCW 62A.1-101 and 1965 ex.s. ¢ 157 s 1-101 are each
anended to read as foll ows:

SHORT TITLES. (a) This title ((shalH—beknrownr—and)) may be cited
as the Uni form Comrerci al Code.

(b) This Article may be cited as Uniform Commerci al Code- - Gener al
Provi si ons.

Sec. 102. RCW 62A. 1-102 and 1965 ex.s. ¢ 157 s 1-102 are each
anmended to read as foll ows:

by —to—permt—the—continued —expansion—of—comrereial-—practices
e I P he | I . Curicdiot _
£33y —TFhe—etteet —ot —provistons—of —thts—Ttle—npy—be—varted —by
’ I .  ded_i hi o I I
the—oblgattons—of—good —faith-—diHtgenece——reasonableness—and —eare
part-es — ey — by — agreenent — determne — the — standards — by —whteh — the
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that—the—effeet—of—other—provistons—may—not—be—varted—by—agreenent
under subsection (3).
5 hi o | I I : .
tayr—words—in—the—singu-ar—nurber—tnelude—the—plural—and—+n—the
| L i nelude td . Lar:
br—werds—ef-—the—maseuHne—gender—inelude—the—femnine—and—the
refer—to—any—gender—)) This Article applies to a transaction to the
extent that it is governed by another article of this title.

Sec. 103. RCW 62A.1-103 and 1965 ex.s. ¢ 157 s 1-103 are each
anmended to read as foll ows:

( ( SUPPLENENTARY — GENERAL — PRENCGHPLES — OF — LAW— APPHICABLE-) )
CONSTRUCTI ON_ OF_ UNI FORM COWIVERCI AL CODE_TO PROVOTE_ | TS PURPOSES_AND
POLICIES; APPLICABILITY OF SUPPLEMENTAL PRINCIPLES OF LAW (&) This
title nmust be liberally construed and applied to pronote its underlying
pur poses and policies, which are:

(1) To_sinplify, clarify, and_nodernize_ the_ |aw__governing
commercial transactions;

(2) To pernmt the continued expansion of comercial practices
t hrough custom usage, and agreenent of the parties; and

(3) To nake uniformthe | aw anong the various jurisdictions.

(b) Unless displaced by the particular provisions of this title,
the principles of law and equity, including the |Iaw nerchant and the
law relative to capacity to contract, principal and agent, estoppel
fraud, m srepresentation, duress, coercion, m stake, bankruptcy, ((er))
and other validating or invalidating cause ((shath)) supplenent its
provi si ons.

Sec. 104. RCW 62A.1-104 and 1965 ex.s. ¢ 157 s 1-104 are each
anmended to read as foll ows:

CONSTRUCTI ON AGAI NST ( (HMPHHGHF)) | MPLIED REPEAL. This title being
a general act intended as a unified coverage of its subject matter, no
part of it shall be deened to be inpliedly repealed by subsequent
| egislation if such construction can reasonably be avoi ded.

Sec. 105. RCWG62A.1-105 and 2001 ¢ 32 s 8 are each anended to read
as foll ows:
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( { FTERRFFORHAL-APPH-CATHON—OF— THE-THFLE- —PARH-ES— RPOVER-TO-CHOOSE
APPLIGABLELAW-) ) SEVERABI LITY. (({BH—Except—as—provi-ded-hereafter—in
Hi-s—section-—when—atransaction—bears—a reasonable—relation—tothis
state—and—also—to—anether—state—or—nation—the parties—pay—agree—that
tHhe—taw—etther—of—this-—state—or—of —suech—other—state —or—natton——shakt
govern—thet+—rghts—and—duties—Fat-Hnrg—such—agreerent—this—FH-tte

L . I . . Lati hi _

Law — governing — perfeetion- — the — effeet — of — perfeetton — or
: on. oy o : : : I eul I
H-enrs—ROW62A-9A- 301 through-62A-9A-307-)) |f any provision or clause

of this title or its application to any person or circunstance is held
invalid, the invalidity does not affect other provisions or
applications_of this_title which can_ be given_ effect wthout the
invalid provision or application, and to this end the provisions of
this title are severable.

Sec. 106. RCW 62A.1-106 and 1965 ex.s. ¢ 157 s 1-106 are each
anended to read as foll ows:

( ( REMEDHES—TFO—BE—LIBERALLY—ADM-NFSTERED-) ) USE_ OF S| NGULAR__AND
PLURAL; GENDER  ((3H—Fhe—renedies—provided—by—this—TFitle shall—be
iy ] i | I oy I . I be_put
Hr—as—geod—a—posttion—as—i—the—other—party—had fuly—
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H-mtedeffeet—)) In this title, unless the statutory context otherw se
requires:

(1) Wrds in the singular nunber include the plural, and those in
the plural include the singular; and

(2) Words of any gender also refer to any other gender.

Sec. 107. RCWG62A. 1-107 and 1965 ex.s. ¢ 157 s 1-107. Cf. forner
RCW secti ons: (1) RCW 62.01.119(3) are each anended to read as
fol |l ows:

{ (VARVER—OR—RENUNCHATHON—OF — CLAHM- OR—RE-GHF —AFTFER—BREACH-) ) SECTI ON

CAPTI ONS.  ( ( Apy—elatr-mor—+ght—art+sthgeut—ot—an-alleged-breach—canbe

di-seharged—in—whole—or—in—part—wthout—consi-deration—by—a—witten
. o . I | deli L I . I )

Section captions are part of this title.

Sec. 108. RCW 62A.1-108 and 1965 ex.s. ¢ 157 s 1-108 are each
anended to read as foll ows:

(( SEVERABHATY--)) RELATION TO ELECTRONI C_SI GNATURES I N G_OBAL AND
NATI ONAL COMVERCE ACT. ( (H—any—provisionor—eclauseof thisFtle or
appH-eation—thereof—to—any—person—or—ecireunstances—s—held—invald;-

h i i hall ¢ I o L . of

I o hi ol I . ¢ o he i Lid .
L on. I hi L . .t hi L el I
to—be—severable-)) Except as provided in this section, this Article

nmodifies, limts, and supersedes the federal electronic signatures in
gl obal and national commerce act, 15 U.S.C. Sec. 7001 et seq., except
that nothing in this Article nodifies, limts, or supersedes section

7001(c) of that act, and nothing in this section either authorizes or
prohibits electronic _delivery of any of the_ notices described in
section 7003(b) of that act. This section does not nodify, limt, or
supersede application_of the federal electronic signatures in_gl oba

and national comerce act, 15 U . S.C. Sec. 7001 et seq., to transactions
governed by Article 2 or 2A of this title.

Sec. 109. RCWG62A.1-201 and 2001 ¢ 32 s 9 are each anended to read
as foll ows:

p. 5 ESHB 2197. SL
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GENERAL DEFINITIONS. (a) Unless the context otherw se requires,
words or phrases defined in this section, or in_ the additiona
definitions contained in other articles of this title that apply to
particular articles or parts thereof, have the neani ngs st ated.

(b) Subject to ((addit+enal)) definitions contained in ((the
subsequent)) other articles of this title ((whiech—are—apptecable—teoe
speetfie)) that apply to particular articles or parts thereof ((—and
tH-ess—the—context—otherw-se—regres—nthis—TFi-te) ) -

(1) "Action," in the sense of a judicial proceeding, includes
recoupnent, counterclaim set-off, suit in equity, and any other
proceedi ng((s)) in which rights are determ ned.

(2) "Aggrieved party" neans a party entitled to ((resert—to))
pursue a renedy.

(3) "Agreement," as_distinguished_from "contract," neans the
bargain of the parties in fact, as found in their |anguage or ((by
HpHeatioen)) inferred from other circunmstances, including course of
performance, course_of dealing, or wusage of trade ((er—eourse—of

performance)) as provided in ((t+hs—Ftle(REW-62A1-205—ROAN-62A2—

. I . Ly I - ¢ ¢ hi e it Licable: I :
by—thetaw-oefcontracts—{(ROWM-62A-1-103))) RCW62A.1-303. (({Corpare
“Contract'—)))

(4) "Bank"™ nmeans ((any)) a person engaged in the business of
banki ng and_includes a_savings_bank, savings_and_ | oan_association,
credit union, and trust conpany.

(5) "Bearer" neans ((t+he)) a_person in _control of a neqgotiable
el ectronic_docunent of title or_ a person in possession of ((ar)) a
negotiable instrunent, negotiable tangible document of title, or
certificated security that is payable to bearer or indorsed in bl ank.

(6) "Bill of lading" nmeans a docunent of title evidencing the
recei pt of goods for shipnent issued by a person engaged in the
busi ness of directly or indirectly transporting or forwardi ng goods((+
and—nehudes—an—atrb-H— A bHH-neans —a—docurent—serving—for—atk+
Hansportatbon —as —a — b — of — Lading — does — For — martne — o — rat

o . . . . ; rvaybith)) .
The termdoes not include a warehouse receipt.

(7) "Branch" includes a separately incorporated foreign branch of

a bank.

ESHB 2197. SL p. 6



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNDNMNDNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPRPRERPPREPE
N o oA WNEFE OO 0o N O, WDNPE OO oo N O MW DNPEe O

(8) "Burden of establishing"” a fact neans the burden of persuadi ng
the trier((s)) of fact that the existence of the fact is nore probable
t han its nonexi stence.

(9) "Buyer in ordinary course of business" neans a person that buys
goods in good faith, wthout know edge that the sale violates the
rights of another person in the goods, and in the ordinary course from
a person, other than a pawnbroker, in the business of selling goods of
that kind. A person buys goods in the ordinary course if the sale to
t he person conports with the usual or customary practices in the kind
of business in which the seller is engaged or with the seller's own
usual or customary practices. A person that sells oil, gas, or other
mnerals at the wellhead or m nehead is a person in the business of
selling goods of that kind. A buyer in ordinary course of business may
buy for cash, by exchange of other property, or on secured or unsecured
credit, and may acquire goods or docunents of title under a ((pre—
existing)) preexisting contract for sale. Only a buyer that takes
possession of the goods or has a right to recover the goods from the
seller under Article ((62A2REW) 2 of this title my be a buyer in
ordinary course of business. "Buyer in_ordinary course of business"
does not include a person that acquires goods in a transfer in bulk or
as security for or in total or partial satisfaction of a noney debt
((is not-a buyer in ordinary course of- business)).

(10) "Conspicuous,"((+)) wth reference to a term ((er—elause—+s
conspieHous—whenr—++—+s)), neans so witten, displayed, or_ presented
that a reasonabl e person against ((when)) which it is to operate ought
to have noticed it. ((A printed heading in capitals (as:  NON
NEGOTI ABLE Bl LL OF LADING) s conspicuous. Language in the body of a
: o . " f it e i I .
color.  But in a telegramany stated termis "conspicuous”".)) Whether
a term ((er—elause)) is "conspicuous" or not is ((fer)) a decision
((by)) for the court. Conspicuous terns include the follow ng:

(A) A heading in_capitals equal to or_ greater in_size than_the
surrounding text, or in_contrasting type, font, or color to the
surrounding text of the sanme or | esser size; and

(B) Language in the body of a record or display in |larger type than
the surrounding text, or in contrasting type, font, or color to the
surrounding text of the sanme size, or set off from surrounding text of

p. 7 ESHB 2197. SL
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the sane size by synbols or_ other marks that call attention to_ the
| anguage.

(11) "Consuner" neans an individual who enters into a transaction
primarily for personal, famly, or househol d purposes.

(12) "Contract," as distingquished from"agreenent," neans the total
| egal obligation ((whieh)) that results fromthe parties' agreenent as
((affeeted)) determined by this title ((and)) as suppl enented by any
other applicable ((rhes—-of)) laws. (({Conpare—Agreerent"—)

£21)) (13) "Creditor" includes a general creditor, a secured
creditor, a lien creditor, and any representative of «creditors,
including an assignee for the benefit of creditors, a trustee in
bankruptcy, a receiver in equity, and an executor or adm nistrator of
an insolvent debtor's or assignor's estate.

((63y)) (14) "Defendant"™ includes a person in the position of
defendant in a ((eress—aetton—eo+)) counterclaim_cross-claim or third-
party claim

((24))) (15) "Delivery," with respect to an el ectroni c docunent of
title nmeans voluntary transfer of control and with respect to an
instrunment((s)), a tangible docunent((s)) of title, or chattel paper,
( (eF—eertiftiecated-seeurt+ties)) neans voluntary transfer of possession.

((£35))) (16) "Docunent of title" ((ineludes—biHH—oftading——dock
war-ait—dock—recerpt—warehouse—recetpt—or—order—for—the—delvery—of
goods—and—al se—any—other—docurent—whieh)) neans a record (i) that in
the regular course of business or financing is treated as adequately
evidencing that the person in possession or_control of ((+)) the
record is entitled to receive, control, hold, and dispose of the
((deeurrent)) record and the goods ((++)) the record covers((—Fo—be—a

and (ii) that purports to be issued by or addressed to a bailee and to

cover goods in the bailee's possession which are either identified or
are fungible portions of an identified nmass. The termincludes a bil

of lading, transport docunent, dock warrant, dock receipt, warehouse
receipt, and order for delivery of goods. An electronic_docunent of
title neans a docunent of title evidenced by a record consisting of
information stored in an electronic _nedium A tangible docunent of

ESHB 2197. SL p. 8
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title neans a docunent of title evidenced by a record consisting of
information that is inscribed on a tangible nedi um

((38y)) (17) "Fault"™ nmeans a default, breach, or wongful act((;))
or om ssion ((er—breach)).

((6+H)) (18) "Fungible goods" ((wth—respeet—to—goods—or
seedtrt+es)) nmeans.

(A) Goods ((er—seeur+tt+es)) of which any unit ((+s)), by nature or
usage of trade, is the equivalent of any other like unit((-)); _or

(B) Goods ((wheh—arenot—tungtble—shalthe deenedftungir-bletor—the

purposes—ofthis—Ftletothe—extent)) that ((unrder—apartieular)) by
agreenent ((er—decurent—untikeunits)) are treated as equivalent((s)).

((8))) (19) "Genuine" nmeans free of forgery or counterfeiting.

((299)) (20) "Good faith," except as otherw se provided in Article
5 of this title, nmeans honesty in fact ((+hrthe——conduct—ortransaction
concerned)) and the observance of reasonable_ commercial standards of
fair dealing.

((£26))) (21) "Holder" with respect to a negotiable instrunent,
neans:_

(A) The person in possession ((H—the)) of a neqgotiable instrunent
that is payable either to bearer or((—~A—the—ecaseof—anr—+hstrurent
payableto—anidentified person—++the)) to an identified person that
is the person i n possessi on((—Helder—wthrespeet—+0)),

(B) The person in possession_of a negotiable tangible docunent of
title ((means—theperseninpossession)) Iif the goods are deliverable
either to bearer or to the order of the person in possession; or

(C) The person in control of a negotiable_ electronic docunent of
title.

the credit.))

(22) "lInsolvency proceeding((s))" includes ((amy)) an assignnment
for the benefit of creditors or other proceeding((s)) intended to
[iquidate or rehabilitate the estate of the person invol ved.

(23) ((A—persoen+s)) "lnsolvent" ((whe—erther—has)) neans:

(A) Having generally ceased to pay ((his—er—her)) debts in the

ordinary course of business ((er—eannet)) other than as a result of
bona fide dispute;

p. 9 ESHB 2197. SL
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(B) Being unable to pay ((h+s—er—her)) debts as they becone due,_ or
((+s))

(G _Being insolvent wthin the neaning of ((the)) federal
bankruptcy | aw.

(24) "Money" nmeans a nedium of exchange currently authorized or
adopt ed by a donestic or foreign governnent ((and)). The termi ncl udes

a nonetary wunit of account established by an intergovernnental
organi zati on or by agreenment between two or nore ((Rat+ehS)) countries.

(25) ({(Apersonhas—notiece—ol—afact—when

£26—A—persen—"hotti+es—eor—"ghves'—a—neottece—ar—npottecatton—to
another—by—taking—such—steps—as—may—be—reasonably—regutred—to—inform
Phe—ePhe#—+ﬂ—e%d+aa#y—eea%se—mhe%he#—e%—ﬂe%—saeh—e%he#—ae%ua##y—eeﬁes

27 e L od . vy . . w
. . . ¢ . : eul . : he time
I e I I . .t he i ndividual | . that
Hransact-on—and —+n—any—event —from-the—tre —when—H—woubd —have—been
brought to his or her attention if the organization had exercised due
ditigence. An organization exercises due diligence if it maintains
reasonable—rouvtnes—for—ecommi-catbng—stgni-H-cant— il ormat-on—to—the
person—conductng —the— transacti-on—and —there—+s—reasonable —conpliance

ESHB 2197. SL p. 10
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Ll ¢ L] he_inf on.

£28))) "Organization" ((inreludes—a—ecorporation-—governrent—or
governrental-—subdi-vi-st-on—or—ageney;——business —trust-—estate—trusts-
partnership—oer—association—two—or—npre—persons—havi-hg—a—fotnt-—or
comphr—tnerest——or—any—other—legal—or —comreretal—enti-y) ) neans a
person other than an individual

((299)) (26) "Party,"((;)) as ((e+st+net)) distinguished from
"third party,"((5)) neans a person ((whe)) that has engaged in a
transaction or made an agreenent ((wthin)) subject tothis title.

((36y)) (27) "Person" ((+neludes)) neans an individual ((er—an

organi zation { See RCW6H2A. 1-102) .

32))), corporation, business trust, estate, trust, partnership,

limted liability conpany, association, joint venture, governnent,

governnental  subdivision, @ agency, or __instrunentality,  public
corporation, or any other |legal or commercial entity.

(28) "Present value" neans the anmpunt as_of a date certain of one
or nore suns payable in the future, discounted to the date certain by
use of either an interest rate specified by the parties if that rate is
not manifestly unreasonable at the tine the transaction is entered into
or, if an interest rate is not so specified, a commercially reasonable
rate that takes into account the facts and circunstances at the tine
the transaction is entered into.

(29) "Purchase" ((+neludes)) neans taking by sale, | ease, discount,
negoti ation, nortgage, pledge, lien, security interest, issue or ((+e—
Fssue)) reissue, gift, or any other voluntary transaction creating an
interest in property.

((33)y)) (30) "Purchaser" neans a person ((whe)) that takes by
pur chase.

((34)r)) (31) "Record" neans_information that is inscribed on_a
tangi ble nediumor that is stored in an electronic or other nedium and
is retrievable in perceivable form

(32) "Renedy" neans any renedial right to which an aggrieved party
is entitled wwth or without resort to a tribunal.

p. 11 ESHB 2197. SL
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((35)1)) (33) "Representative" ((+neludes)) neans__a_ person
enpowered_to_act for_ another, including an agent, an officer of a
corporation or association, and a trustee, executor, or adm nistrator
of an estate((, or-any other person enpowered to act-for another)).

((636))) (34) "Right((s))" includes ((reredies)) renedy.
((63AH)) (35) "Security interest"” neans an interest in personal

property or fixtures which secures paynment or performance of an
obligation((, except for lease-purchase agreenents under chapter 63.19
ROAM—TFhetermalse)). "Security interest” includes any interest of a
consi gnor and a buyer of accounts, chattel paper, a paynent intangible,
or a promi ssory note in a transaction that is subject to Article 9A of
this title. "Security interest"” does not include the special property
interest of a buyer of goods on identification of ((sueh)) those goods
to a contract for sale under RCW 62A 2-401 ((+s—net—a—"seecurity
Faterest™)), but a buyer may also acquire a "security interest" by
conplying with Article 9A of this title. Except as otherw se provided
in RCW 62A.2-505, the right of a seller or lessor of goods under
Article 2 or 2A of this title to retain or acquire possession of the
goods is not a "security interest,” but a seller or lessor may also
acquire a "security interest" by conplying with Article 9A of this
title. The retention or reservation of title by a seller of goods
notw t hstandi ng shipnment or delivery to the buyer ((€)) under RCW
62A. 2-401((})) is limted in effect to a reservation of a "security
interest." \Wether a transaction in_the form of a |lease creates a
((lease—o+)) "security interest” is determ ned ((bytheftacts—of—each
case——However——a—transaction—ereates —a—securt+ty—interest —H-—the
constderatton—the —lessee—+s—to—pay—the—lessor —for—the—rght—to
possesston—and—use—ol—the—goods—+s—an-—-oblgatt-ontor—thetermol—the
| ease not- subject to termnation by the lessee,-and:

o) T  ainal ¢ ¢ he | . | I I

o e g Y s

By —Fhe—tessee—t+s—bound —to—renew—the—tease—for—the—remratntng
economte—H-fe—ot—the—goods—er—+s—bound—te—becone—the—oawner—eft—the

ée}—Ihe—#essee—has—an—ep%+en—%e—%eﬂeM#%he—#ease—#e%—%he—+eﬁa+n+ng

ESHB 2197. SL p. 12
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d)—The—tesseehas—an—-optiontobeconre—the—owner—of thegoods—for
no—_additi I L d : or—norinal it I L d :
¥ o . I

h—TFhetessee—assurps—F+sk—oltoss—olthe goeds—er—agrees—to—pay
_ _ fitine ng . . : ’ .
er—Thetessee—has—an—optton—torenewthe tease—or—tobecorre—the
owner—ol—the—goods—
—has—an—option—torenewtheteaselFor—afHxed-—rent
I . _ _
rent for the use of the goods for the termof the renewal at the tine
I . . ;
e)—Thetesseehas—an—-optiontobeconre—the—owner—of thegoods—for
a—H-xed —pri-ece—that —i-s—equal-—to—or—greater—than—the —reasonably

to—renewthe tease—+s—grantedtothetesseethe rent+s—stated—to-be
the—fair—market—rent—for—the—use—of —the—goods—for—the—term-of—the
L . I I . I . . I : 1 e
when—the—option—to—becore—the—owner—of —the—goods—is—granted—to—the
determned—at—the —tire—the—option—+s—to—be—performed—Addi-+onal
g . . Cnal if it e | I he | , N

p. 13 ESHB 2197. SL
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goods— —are —to —be —determned —wth —reference —to—the —faets—and
. I . I . : L ; |
o) e I : I . :
ble i he __di I I I L I

' . I . Ly he i £ ad I . ¥
reasonabl e rate that takes into account the facts and circunstances of
each—ecase—at—the—trethetransaction—was—entered—+nto) ) pursuant to
RCW 62A. 1- 203

((38))) (36) "Send" in connection with ((any)) a witing, record,
or notice means._

(A) To deposit in the mail or deliver for transm ssion by any ot her
usual neans of comunication with postage or cost of transm ssion
provi ded for and properly addressed and, in the case of an instrunment,
to an address specified thereon or otherw se agreed, or if there be
none to any address reasonabl e under the circunstances((—Fhrereceipt
ef—aRy—wtinRg)) . or

(B) In any other way to cause to be received any record or notice
within the time ((at—whieh)) it would have arrived if properly sent
((has the effect of & proper sending)).

((39Y)) (37) "Signed" includes wusing any synbol executed or
adopted ((by—aparty)) wth present intention to ((auvthentteate)) adopt
or accept a writing.

((46))) (38) "State" neans_a_State of the United States, the
District of Colunbia, Puerto Rico, the United States Virgin Islands, or
any territory or insular possession subject to the jurisdiction of the
United States.

(39) "Surety" includes a guarantor or other secondary obligor.

({4 — “TFelegram- — includes — a — ressage — transmtted — by — radto—

| _ cable. hanical _met hod_of he Like.

42)) (40) "Ternt nmeans ((that)) a portion of an agreenent
((whieh)) that relates to a particular matter.

((43y)) (41) "Unauthorized((*)) signature” neans ((ere)) a
signature made wi thout actual, inplied, or apparent authority ((and)).
The termincludes a forgery.

((H44)—Valye—FExeept-—as—etherwse —provi-ded —w-th—respeet—to

ESHB 2197. SL p. 14
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whet her —or not a charge-back is provided for in the event of
G f i eult . ] on:

{b) as security for or in total or partial satisfaction of a

o Lai

&)t : ol L :
purehase—or

tdy —generatkby——tn—return—For —any —constderaton—sulHetlent—to
support a stnple contract.

£45))) (42) "Warehouse receipt" neans a ((reeetpt)) docunent of
title issued by a person engaged in the business of storing goods for
hire.

((46)r — “WHttenr~ —o+)) (43) "Witing" i ncl udes printing,
typewiting, or any other intentional reduction to tangible form
"Witten" has a correspondi ng neani ng.

Sec. 110. RCW 62A. 1-202 and 1965 ex.s. ¢ 157 s 1-202 are each
anmended to read as foll ows:

( ( PREVA — FACHE — EVI-DENCE — BY — THIFRD — PARTY — DOCUMENTS-) ) NOTI CE
KNONEDGE. ( (A docutrent-in due formpurporting to be a bill of-lading,
L L . | i cial  aher! ) |

oy __ Lar i ) __or—any—other—d B hori " or

. Ly I be_i W hird hall | .
e o = I .. I . L of the
stated+nthedocurent—bythethirdparty—)) (a) Subject to subsection

(f) of this section, a person has "notice" of a fact if the person:

(1) Has actual know edge of it;

(2) Has received a notice or notification of it; or

(3) Fromall the facts and circunstances known to the person at the
tine in question, has reason to know that it exists.

(b) — "Know edge" _ neans _ actual _ know edge. "Knows" _ has _a
correspondi hg neani ng.
(c) "Discover," "learn," or words of simlar_ inport refer to

knowl edge rather than to reason to know.

p. 15 ESHB 2197. SL
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(d) A person_"notifies" or_ "gives" a notice or_ notification to
anot her person by taking such steps as nmay be reasonably required to
informthe other person in ordinary course, whether or not the other
person actually cones to know of it.

(e) Subject to subsection (f) of this section, a person "receives"
a notice or notification when:

(1) It cones to that person's attention; or

(2) It _is_duly delivered in_a_form_reasonable_under the
ci rcunstances at the place of business through which the contract was
made or at _another location held out by that person as the place for
recei pt of such conmuni cati ons.

(f) Notice, know edge, or a notice or notification received by an
organi zation is effective for a particular transaction fromthe tine it
is_ brought to_the attention_of the_ individual conducting_ that
transaction and, in any event, fromthe tine it would have been brought
to the individual's attention if the organi zation had exerci sed due
diligence. An_organi zation_exercises_due_diligence if it naintains
reasonable routines for comunicating significant infornmation to the
person conducting_the transaction and _there is reasonable conpliance
with the routines. Due diligence does not require an individual acting
for the organization to conmmunicate information unless the
comunication_is_part of the individual's reqular_ duties or_ the
individual has reason to know of the transaction and that the

transaction would be materially affected by the information.

Sec. 111. RCW 62A.1-203 and 1965 ex.s. ¢ 157 s 1-203 are each
anmended to read as foll ows:

( ( BH-GAH-ON—OF—GOD—FAHH-)) LEASE_ DI STI NGUI SHED FROM SECURI TY
| NTEREST. ((EBvery contract or duty wthin this Title inposes an
ob+gatton—of —goed —fFatth—in—+ts—performance —or —enforcenent—) ) (a)
Whether a_transaction_in_the form of a |ease creates a_|ease_ or
security interest is determined by the facts of each case.

(b) A transaction in the form of a |ease creates a_ security
interest if the consideration that the Ilessee is to pay the | essor for
the right to possession and use of the goods is an obligation for the
termof the lease and is not subject totermnation by the | essee, and:
(1) The original termof the lease is equal to or greater than the

renai ni ng economc life of the goods;

ESHB 2197. SL p. 16
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(2) The lessee_is_bound to renew the |ease for_ the_renaining
economc |ife of the goods or is bound to_ becone_the owner_ of the
goods;

(3) The I essee has an option to renew the I ease for the renaining
economic life of the goods for_ no_ additional consideration_or_for
nonm nal additional consideration upon conpliance with the |ease
agreenent; or

(4) The |l essee has an option to becone the owner of the goods for
no_additional consideration or_ for_ nomnal additional consideration
upon conpliance with the | ease agreenent.

(c) Atransaction inthe formof a lease does not create a security
interest nerely because:

(1) The present value of the consideration the | essee is obligated
to pay the lessor for the right to possession and use of the goods is
substantially equal to or is greater than the fair market value of the

goods at the tine the lease is entered into;

(2) The lessee assunes risk of Ioss of the goods;

(3) The |l essee agrees to pay, with respect to the goods, taxes,
insurance, filing, recording, or registration fees, or service_ or
mai nt enance costs;

(4) The lessee_has an option to renew the | ease or to becone_the
owner of the goods;

(5) The lessee_has an option to renew the lease for a fixed rent
that is equal to or greater than the reasonably predictable fair market
rent for the use of the goods for the termof the renewal at the tine
the optionis to be perforned; or

(6) The | essee has an option to becone the owner of the goods for
a_fixed price_ that is_equal to_ or_ greater than_the_ reasonably
predictable fair market value of the goods at the tine the optionis to
be perf orned.

(d) Additional consideration is nomnal if it is less than the
| essee's_reasonably predictable cost_ of performng under_ the |ease
agreenent if the optionis not exercised. Additional considerationis
not nomnal if:

(1) When the option to renew the lease is granted to the |essee,
the rent is stated to be the fair nmarket rent for the use of the goods
for the termof the renewal determned at the tine the option is to be
perforned; or

p. 17 ESHB 2197. SL
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(2) When the option to becone the owner of the goods is granted to
the |l essee, the price is stated to be the fair nmarket value of the
goods determ ned at the tine the option is to be perforned.

(e) The "remaining_economc_ life of the goods" and_"reasonably
predictable" fair market rent, fair market value, or cost of performng
under the |ease agreenent nust be determned with reference to the
facts and circunstances at the tine the transaction is entered into.

Sec. 112. RCW 62A.1-204 and 1965 ex.s. ¢ 157 s 1-204 are each
anmended to read as foll ows:

( ( FH-ME-—REASONABLE —FHVE-—"SEASONABLY"—) ) VALUE. ( ( H-—Vhenever
H-s—FtHe—regures—any—actton—to—betaken—wthin—a—reasonable—t+re—
ay — H-e —whi-eh — +s — noet — an-estby —unreasonable —ray — be —Hxed — by
agreement .

2} W . N . : i . I I I

| e : I on.

3 . . | . Byt oL | i
Hre—tre—agreed—or—H-—po—tHre—s—agreed—at—or—within—a—reasonable
t+re—)) Except as otherwi se provided in Articles 3, 4, and 5 of this
title, a person gives value for rights if the person acquires them

(1) Inreturn for a binding commtnent to extend credit or for the
extension of inmmediately available credit, whether or not drawn upon
and_whether or_ not a_ charge-back is_provided for_ in_ the event of
difficulties in collection;

(2) As security for, or_in total or_ partial satisfaction of, a
preexisting claim

(3) By_ accepting_delivery under a_preexisting_ contract for
pur chase; or

(4) In return for any consideration sufficient to support a sinple
contract.

Sec. 113. RCW 62A.1-205 and 1965 ex.s. ¢ 157 s 1-205 are each
anmended to read as foll ows:

( ( COJIRSE — OF — PEALING— AND— USAGE —OF —TRABPE--)) REASONABLE  TI MVE;
SEASONABLENESS. (({H—A-——course—oefdealing—+s—asegquence—of—previous

I I I . eul : hich i fairl
to—be—regarded—as—estabH-shing—a—comon—basts—ef—understanding—for
. . hei . I I I _

ESHB 2197. SL p. 18
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s : o : hod_of _deali havi
sueh—regularty—of—oebservance —n—a—placer—vocation—or—trade—as—teo
faskkﬁy—an—e*pee%apken—Pha%—%%—m*##—be—ebse#ved—m&%h—#espee%—%e—%he

dealHng—er—usage—of—trade—shall—be—construed—wherever—reasenable—as
. o I her:t I I : . N
express—terns—control—both—course—ol—deabling—and—usage—ofl —trade—and
course of- dealing controls usage of trade.
5—An—apphtecable—usage—of trade—tn—the-place—where—any —part—ol

6)—kvi-dence—oft—a—relevant—usage—oftrade—offeredbyone—partyis
ot —adm-ssi-ble —unless—and—unti-b—he —has—given—the—other —party—such

. I T I o . I
Fatter—)) (&) Wether a tine for_ taking an action required by this

title is reasonabl e depends _on the nature, purpose, and circunstances
of the action.

(b) An action is taken seasonably if it is taken at or within the
tine agreed or, if notineis agreed, at or within a reasonable tine.

Sec. 114. RCWG62A 1-206 and 1995 ¢ 48 s 55 are each anended to
read as follows:

{ ( SFAFUFEOF —FRAUDS— FERKINDS —OF— PERSONAL—PROPERTY —NOT— OFHERW-SE
COVERED-)) PRESUMPTI ONS. (5 —EBExecept —tn—the—cases—deseribed —+n
suhsecton—2F—of —thi-s—section—a—contract—lFor—the—sale—ol—personal
property—is—not—enltorceable—by—way—of—acton—or—delense—beyond—Hve
Hrousand —dol-ars—n—arount —or—value —of —repedy—unless—there—ts—sonre

tHhe—parties—at—a—debined—or—stated—priece—reasonably—+dentiHes—the

p. 19 ESHB 2197. SL
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to—secur+ty—agreerents—(ROW62A-9-203)-)) Wienever this title creates
a "presunption” with respect to a fact, or provides that a fact is
"presuned,"” the trier of fact nust find the existence of the fact
unl ess and until evidence is introduced that supports a finding of its
nonexi st ence.

NEW SECTION.  Sec. 115. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-301, to read as fol |l ows:

TERRI TORI AL APPLI CABI LI TY; PARTIES POWNER TO CHOOSE APPLI CABLE LAW
(a) Except as otherwi se provided in this section, when a transaction
bears a reasonable relation to this state and al so to another state or
nation the parties may agree that the law either of this state or of
such other state or nation shall govern their rights and duti es.

(b) I'n the absence of an agreenent effective under subsection (a)
of this section, and except as provided in subsection (c) of this
section, this title applies to transactions bearing an appropriate
relation to this state.

(c) If one of the following provisions of this title specifies the
applicable law, that provision governs and a contrary agreenent is
effective only to the extent permtted by the | aw so specified:

(1) RCWG62A. 2-402;

(2) RCWG62A. 2A-105 and 62A. 2A- 106;

(3) RCWG62A. 4-102;

(4) RCWG62A. 4A-507;

(5) RCWG62A. 5-116;

(6) RCWG62A. 8-110;

(7) RCWG62A. 9A-301 t hrough 62A. 9A- 307.

NEW SECTION.  Sec. 116. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-302, to read as fol | ows:

VARI ATI ON BY AGREEMENT. (a) Except as otherwise provided in
subsection (b) of this section or elsewhere in this title, the effect
of provisions of this title may be varied by agreenent.

ESHB 2197. SL p. 20



© 00 N O Ol WDN P

e
= O

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

(b) The obligations of good faith, diligence, reasonabl eness, and
care prescribed by this title may not be disclainmed by agreenent. The
parties, by agreenent, nmy determne the standards by which the
performnce of those obligations is to be neasured if those standards
are not manifestly unreasonable. Whenever this title requires an
action to be taken within a reasonable tine, a tine that is not
mani festly unreasonabl e may be fi xed by agreenent.

(c) The presence in certain provisions of this title of the phrase
"unl ess otherw se agreed,"” or words of simlar inport, does not inply
that the effect of other provisions nmay not be varied by agreenent
under this section.

NEW SECTION.  Sec. 117. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-303, to read as fol |l ows:

COURSE OF PERFORMANCE, COURSE OF DEALI NG AND USAGE OF TRADE. (a)
A "course of performance"” is a sequence of conduct between the parties
to a particular transaction that exists if:

(1) The agreenent of the parties with respect to the transaction
i nvol ves repeated occasions for performance by a party; and

(2) The other party, wth knowedge of the nature of the
performance and opportunity for objection to it, accepts the
performance or acquiesces in it w thout objection.

(b) A "course of dealing" is a sequence of conduct concerning
previ ous transactions between the parties to a particular transaction
that is fairly to be regarded as establishing a comon basis of
understanding for interpreting their expressions and ot her conduct.

(c) A "usage of trade" is any practice or nethod of dealing having
such regularity of observance in a place, vocation, or trade as to

justify an expectation that it wll be observed with respect to the
transaction in question. The existence and scope of such a usage nust
be proved as facts. |If it is established that such a usage i s enbodi ed

in a trade code or simlar record, the interpretation of the record is
a question of | aw

(d) A course of performance or course of dealing between the
parties or usage of trade in the vocation or trade in which they are
engaged or of which they are or should be aware is relevant in
ascertaining the neaning of the parties' agreenment, may give particul ar
meaning to specific ternms of the agreenent, and may supplenent or

p. 21 ESHB 2197. SL
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qualify the terns of the agreenent. A usage of trade applicable in the
pl ace in which part of the performance under the agreenent is to occur
may be so utilized as to that part of the performance.

(e) Except as otherw se provided in subsection (f) of this section,
the express terns of an agreenment and any applicable course of
performance, course of dealing, or usage of trade nust be construed
whenever reasonable as consistent wth each other. If such a
construction i s unreasonabl e:

(1) Express terns prevail over course of performance, course of
deal i ng, and usage of trade;

(2) Course of performance prevails over course of dealing and usage
of trade; and

(3) Course of dealing prevails over usage of trade.

(f) Subject to RCW 62A 2-209 and 62A 2A-208, a course of
performance is relevant to show a waiver or nodification of any term
i nconsi stent with the course of performnce.

(g) Evidence of a relevant usage of trade offered by one party is
not adm ssible unless that party has given the other party notice that
the court finds sufficient to prevent unfair surprise to the other

party.

NEW SECTION.  Sec. 118. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-304, to read as fol | ows:

OBLI GATI ON OF GOOD FAI TH. Every contract or duty within this title
i nposes an obligation of good faith in its perfornmance and enforcenent.

NEW SECTION.  Sec. 119. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-305, to read as fol | ows:

REMEDI ES TO BE LI BERALLY ADM NI STERED. (a) The renedi es provided
by this title nust be liberally admnistered to the end that the
aggrieved party may be put in as good a position as if the other party
had fully perfornmed but neither consequential or special damges nor
penal danmages nay be had except as specifically providedin this title
or by other rule of |aw

(b) Any right or obligation declared by this title is enforceable
by action unless the provision declaring it specifies a different and
limted effect.

ESHB 2197. SL p. 22
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NEW SECTION.  Sec. 120. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-306, to read as fol |l ows:

WAl VER OR RENUNCI ATI ON OF CLAIM OR RI GHT AFTER BREACH. A claimor
right arising out of an all eged breach nay be discharged in whole or in
part w thout consideration by agreenent of the aggrieved party in an
aut henti cated record.

NEW SECTION.  Sec. 121. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-307, to read as fol |l ows:

PRI MA FACI E EVI DENCE BY THI RD- PARTY DOCUMENTS. A docunent in due
form purporting to be a bill of lading, policy or certificate of
i nsurance, official weigher's or inspector's certificate, consular
i nvoi ce, or any other docunent authorized or required by the contract
to be issued by a third party is prima facie evidence of its own
aut henticity and genui neness and of the facts stated in the docunent by
the third party.

NEW SECTION.  Sec. 122. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-308, to read as fol |l ows:

PERFORVANCE OR ACCEPTANCE UNDER RESERVATI ON OF RIGHTS. (a) A party
that with explicit reservation of rights perforns or pron ses
performance or assents to performance in a manner demanded or offered
by the other party does not thereby prejudice the rights reserved
Such words as "wi thout prejudice,” "under protest,” or the like are
sufficient.

(b) Subsection (a) of this section does not apply to an accord and
sati sfaction.

NEW SECTION.  Sec. 123. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-309, to read as fol | ows:

OPTI ON TO ACCELERATE AT WLL. A term providing that one party or
that party's successor in interest my accelerate paynent or
performance or require collateral or additional collateral "at will" or
when the party "deens itself insecure,” or words of simlar inport,
means that the party has power to do so only if that party in good
faith believes that the prospect of paynent or perfornmance is inpaired.
The burden of establishing | ack of good faith is on the party agai nst
whi ch t he power has been exerci sed.
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NEW SECTION.  Sec. 124. A new section is added to chapter 62A.1
RCW to be codified as RCW62A. 1-310, to read as fol | ows:

SUBCRDI NATED  OBLI GATI ONS. An obligation nay be issued as
subordinated to performance of another obligation of the person
obligated, or a creditor may subordinate its right to performnce of an
obligation by agreement with either the person obligated or another
creditor of the person obligated. Subordination does not create a
security interest as against either the common debtor or a subordinated
creditor.

PART 11|
AMENDMENTS TO UNI FORM COVMERCI AL CCDE ARTI CLE 7
GENERAL

Sec. 201. RCW 62A.7-101 and 1965 ex.s. ¢ 157 s 7-101 are each
anmended to read as foll ows:

SHORT TITLE. This Article ((shatHt—beknownr—and)) may be cited as
Uni f orm Comrer ci al Code--Docunents of Title.

Sec. 202. RCW62A. 7-102 and 2011 ¢ 336 s 825 are each anended to
read as foll ows:

DEFI NI TI ONS AND | NDEX OF DEFINITIONS.  ((£8))) (&) Inthis Article,
unl ess the context otherw se requires:

(((&H)) (1) "Bailee" neans ((the)) a person ((whe)) that by a
war ehouse receipt, bill of lading, or other docunent of title
acknow edges possessi on of goods and contracts to deliver them

((b)y)) (2) "Carrier" nmeans a person that issues a bill of |ading.

(3) "Consignee" neans ((t+he)) a person naned in a bill of lading to
((wherm ) which or to whose order the bill prom ses delivery.

((€e))) (4) "Consignor" neans ((the)) a person naned in a bill of
| ading as the person from ((when)) which the goods have been received
for shipnment.

(())) (5) "Delivery order"™ nmeans a ((witten)) record_that
contains__an order to deliver goods directed to a warehouse
((eperater)), carrier, or other person ((whe)) that in the ordinary
course of business i ssues warehouse receipts or bills of |ading.

((Le)— ; I it ot | w I I
lof i niti . el E _ -
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)) (6) [Reserved.]

(7) "Goods" neans all things ((whieh)) that are treated as novabl e
for the purposes of a contract ((ef)) for storage or transportation.

((e)) (8) "lIssuer" neans a bailee ((whe)) that issues a docunent
((exeept—that)) of title or, in ((+relatien—te)) the case_ of an
unaccepted delivery order ((+H—+weans)), the person ((whe)) that orders
the possessor of goods to deliver. ((+ssuer)) The_ term includes
((any)) a person for ((wher) which an agent or enployee purports to
act inissuing a docunent if the agent or enpl oyee has real or apparent
authority to issue docunents, ((nretwthstanding—that)) even if the
i ssuer ((reecetvedno)) did not receive any goods ((er—that)), the goods
were msdescribed, or ((that)) in any other respect the agent or
enpl oyee viol ated ((hts—e+—her)) the issuer's instructions.

((h)) (9) "Person entitled under the docunent” neans the hol der,
in the case of a negotiable docunent of title, or the person to which
delivery of the goods is to be made by the terns_of, or pursuant _to
instructions in a record under, a nonnegotiable docunent of title.

(10) [Reserved.]

(11) "Sign" neans, with present intent to authenticate or adopt a
record:

(A) To execute or adopt a tangible synbol; or

(B) To_attach_to_or_ |ogically associate _wth the record an
el ectronic sound, synbol, or process.

(12) "Shipper" neans_a_person_that enters_into_a_ contract of
transportation with a carrier.

(13) "Warehouse ((eperater))" ((+s)) neans a person engaged in the
busi ness of storing goods for hire.

({ £2—Oher—detinttions—applyngto—this—Artiele—or —to—speciited

I . L . . hich 1 :

—DH-l—y—Heg-eH—a-t—e—RQN—éQ—A—l%G{—" i 0 - . 0

W%—Wk%ft—% i . - . 0

£3))) (b) Definitions in other articles applying to this Article
and the sections in which they appear are:

(1) "Contract for sale((-))", RCWG62A 2-106( (-

"Overseas. " RCWG62A 2-323.)) ;.

(2) "Lessee in ordinary course of business," RCWG62A 2A-103; and

(3) "Receipt" of goods((-)), RCWG62A. 2-103.
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((4))) (c) In addition, Article 1 contains general definitions and
principles of construction and interpretation applicable throughout
this Article.

Sec. 203. RCW 62A.7-103 and 1965 ex.s. ¢ 157 s 7-103 are each
anmended to read as foll ows:

RELATION OF ARTICLE TO TREATY((;)) OR STATUTE((;-— FAR-FF-
CLASSHAHCATHHON— OR— REGULATHON) ) . ((Fo—the—extent—that)) (a)_This
Article is subject to any treaty or statute of the United States((—))
or regulatory statute of this state ((er—tartif——elassiteation—

regtat+eon—+iled-ortssuedpursuant—therete)) to the extent the treaty,
statute, or reqgulatory statute is applicabl e( (;—t+he—provsions—of—this
Art-ele—are—sublecttherets) ) .

(b) This Article does not nodify or repeal any |law prescribing the
formor content of a docunent of title or the services or facilities to
be afforded by a bailee, or otherwi se regulating a bailee's business in
respects not specifically treated in this Article. However, violation
of such a |aw does not affect the status of a docunent of title that
otherwise is within the definition of a docunent of title.

(c) This act nodifies, limts, and_ supersedes the federa
electronic signhatures in global and national commerce act (15 U S. C
Sec. 7001, et seq.) but does not nodify, limt, or supersede section

101(c) of that act (15 U.S.C.  Sec. 7001(c)) or authorize electronic
delivery of any of the notices described in section 103(b) of that act
(15 U.S.C._Sec. 7003(b)).

(d) Apersoninits capacity as an electronic data storage provider
or an electronic data transmtter is not subject tothis Article.

Sec. 204. RCW 62A. 7-104 and 1965 ex.s. ¢ 157 s 7-104 are each
anended to read as foll ows:
NEGOTI ABLE AND NONNEGOTI ABLE ( ( WAREHOJSE—RECEHPT—BH-L-OLADFNG-OR

OFHER) ) DOCUMENT OF TITLE. (( H)—Awarehouserecetpt—biH—oftading
or—olther—docurent—of—tite+snegoetiable))

(a) Except as otherw se provided in subsection (c) of this section,
a docunent of title is negotiable if by its ternms the goods are to be
delivered to bearer or to the order of a naned person((i—e+

by —where—recognized—in—overseas—trade——+H—+H—runs—to—a—nared
persen—er—asstghRs—
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A —Any—other—docunent) ) .

(b) A docunent of title other than one described in subsection (a)
of this section is nonnegotiable. A bill of l|ading ((+Awteh—t—+s
stated)) that states that the goods are consigned to a naned person is
not made negotiable by a provision that the goods are to be delivered
only against ((a—witten)) an order in a record signed by the sane or
anot her naned per son.

(c) A docunent of title is nonnegotiable if, at the tinme it is
i ssued, the docunent has a conspicuous | egend, however expressed, that
it is nonnegotiable.

Sec. 205. RCW 62A.7-105 and 1965 ex.s. ¢ 157 s 7-105 are each
anmended to read as foll ows:

( ( CONSTFRUCTH-ON — AGAFNST — NEGATHVE — FMPLI-GATON-))  REISSUANCE I N
ALTERNATI VE MEDI UM ( { Fhe—em-ssion—rom-erther—Part—2—or—Part—3—of
Hi-s—Artele—of—a—provi-ston——corresponding—to—a—proviston—mrade—in—the
ol-her—Part—does—notb—mphby—that —a—corresponding—rule—olb—law—is—not
appHeable-)) (a) Upon request of a person entitled under an el ectronic
docunent of title, the issuer of the electronic docunent nmy issue a
tangi bl e docunent of title as a substitute for the electronic docunent
if:

(1) The person entitled under the electronic docunent surrenders
control of the docunent to the issuer; and

(2) The tangi ble docunent when i ssued contains a statenent that it
IS issued in substitution for the electronic docunent.

(b) Upon issuance of a tangi ble docunent of title in substitution
for an electronic docunent of title in accordance with subsection (a)
of this section:

(1) The electronic docunent ceases to have any effect or validity:;
and

(2) The person_that procured issuance_of the tangible docunent
warrants to all subsequent persons entitled under the tangible docunent
that the warrantor was a person entitled under the el ectronic docunent
when the warrantor surrendered control of the electronic_docunent to
the issuer.

(c) Upon request of a person entitled under a tangi ble docunent of
title, the issuer_ of the tangible docunent nay issue_an_electronic
docunent of title as a substitute for the tangible docunent if:
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(1) The person_entitled under the_ tangible docunent surrenders
possession of the docunent to the issuer; and

(2) The electronic docunent when issued contains a statenent that
it isissuedin substitution for the tangible docunent.

(d) Upon issuance of an_electronic docunent of title in
substitution for a tangible docunent of title in_ accordance wth
subsection (c) of this section:

(1) The tangi ble docunent ceases to have any effect or validity:;
and

(2) The person that procured_issuance of the el ectronic docunent
warrants to_ all subsequent persons entitled under the electronic
docunent that the warrantor was a person entitled under the tangible
docunent when_the warrantor surrendered possession_of the_ tangible

docunent to the i ssuer.

NEW SECTION.  Sec. 206. A new section is added to chapter 62A.7
RCW to be codified as RCW62A. 7-106, to read as fol | ows:

CONTROL OF ELECTRONI C DOCUMENT OF TI TLE. (a) A person has control
of an electronic docunent of title if a systemenployed for evidencing
the transfer of interests in the electronic docunent reliably
establ i shes that person as the person to which the el ectroni c docunent
was issued or transferred.

(b) A systemsatisfies subsection (a) of this section, and a person
is deened to have control of an electronic docunent of title, if the
docunent is created, stored, and assigned in such a manner that:

(1) A single authoritative copy of the docunment exists which is
uni que, identifiable, and, except as otherwi se provided in (4), (95),
and (6) of this subsection, unalterable;

(2) The authoritative copy identifies the person asserting contro

as:

(A) The person to which the docunent was issued; or

(B) If the authoritative copy indicates that the docunent has been
transferred, the person to which the docunent was nost recently
transferred,

(3) The authoritative copy is comruni cated to and mai ntai ned by the
person asserting control or its designated custodian;

(4) Copies or anmendnents that add or change an identified assignee
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of the authoritative copy can be made only with the consent of the
person asserting control;
(5) Each copy of the authoritative copy and any copy of a copy is
readily identifiable as a copy that is not the authoritative copy; and
(6) Any anendnent of the authoritative copy is readily identifiable
as aut horized or unauthori zed.

PART 111
AMENDMENTS TO UNI FORM COVMERCI AL CCDE ARTI CLE 7
WAREHOUSE RECEI PTS:  SPECI AL PROVI SI ONS

Sec. 301. RCWG62A. 7-201 and 2011 ¢ 336 s 826 are each anended to
read as foll ows:

((VWHO) ) PERSON THAT MAY | SSUE A WAREHOUSE RECEI PT; STORAGE UNDER
((SOVERNVENTF) ) BOND.  ((€H)) (@) A warehouse recei pt nay be issued by
any war ehouse ((eperater)).

(((2—Waere)) (b) If goods, including distilled spirits and
agricultural commodities, are stored under a statute requiring a bond
against withdrawal or a license for the issuance of receipts in the
nature of warehouse receipts, a receipt issued for the goods ((has—t+ike
effeet—as)) 1s deened to be a warehouse receipt even ((theugh))

i ssued by a person ((whe)) that is the owner of the goods and is not

war ehouse ((eperatoer)).

if
a

Sec. 302. RCWG62A. 7-202 and 2011 ¢ 336 s 827 are each anended to
read as foll ows:

FORM OF WAREHOUSE RECEIPT; ((ESSENTAL—FERMS—OPTHONAL—FERMS) )
EFFECT OF OM SSION.  ((3)) (a) A warehouse recei pt need not be in any
particul ar form

((2)) (b) Unless a warehouse receipt ((enrbodies—wthin—its
wH-tten——prnted-—or—eleetronte—terns)) provides for each of the
foll ow ng, the warehouse ((eperater)) is |liable for damages caused ((by
the—em-sston)) to a person injured ((t+hereby)) by its om ssion:

(((2))) (1) A statenent of the location of the warehouse facility
where the goods are stored,

((b)y)) (2) The date of issue of the receipt;

((€e))) (3) The ((eoenseeutive—nurber)) unigque identification code
of the receipt;
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(((8))) (4) A statenent whether the goods received wll be
delivered to the bearer, to a ((speetft+ed)) naned person, or to a
((speeified)) naned person or ((h+s—erher)) its order;

((€e))) (5) The rate of storage and handl i ng charges, ((except—that
where)) unless goods are stored under a field warehousing arrangenent,
in which case a statenent of that fact is sufficient on a nonnegoti able
receipt;

((6)) (B) A description of the goods or ((ef)) the packages
cont ai ni ng them

((e)) (7) The signature of the warehouse ((eperatoer—whchraybe
made—byhis—or—her—authorized)) or its agent;

((h)) (8) If the receipt is issued for goods ((ef—whiech—the
warehouse—operator—+s—oewner)) that the warehouse owns, either solely
((er)), jointly, or in conmon wth others, a statenent of the fact of
((sueh)) that ownership; and

((6)) (9) A statenent of the anobunt of advances nade and of
liabilities incurred for which the warehouse ((eperater)) clains a lien
or security interest (({REA—62A+209—1+)), unless the precise
anmount of ((sueh)) advances nade or ((ef—sueh)) liabilities incurred
((+s)), at the tine of the issue of the receipt, is unknown to the
war ehouse ((eperater)) or to ((his—er—her)) its agent ((whe—issues
H—+)) that issued the receipt, in which case a statenent of the fact
t hat advances have been nade or liabilities incurred and the purpose
((thereot)) of the advances or liabilities is sufficient.

((63))) (c) A warehouse ((eperatoer)) may insert in ((hs—er—her))
its receipt any ((ether)) terns ((whieh)) that are not contrary to the
provisions of this title and do not inpair ((hs—er—her)) 1its
obligation of delivery ((£)) under RCW 62A. 7-403( (}—e+—his—oer—her)) or
its duty of care ((€£)) under RCW 62A 7-204((3})). Any contrary
provi sion((s—shal—be)) is ineffective.

Sec. 303. RCW 62A.7-203 and 1965 ex.s. ¢ 157 s 7-203 are each
anmended to read as foll ows:

LIABILITY FOR NONRECEIPT OR M SDESCRI PTI ON. A party to or
purchaser for value in good faith of a docunent of title, other than a
bill of lading ((relyHnhg—+hr—etther—ease)), that relies upon the
description ((t+heretn)) of the goods in the docunent may recover from
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the i ssuer damages caused by the nonreceipt or m sdescription of the
goods, except to the extent that:

(1) The docunent conspicuously indicates that the issuer does not
know whet her ((any)) all or part ((e+a)) of the goods in fact were
received or conformto the description, such as ((where)) a case in
whi ch the descriptionis internms of marks or | abels or kind, quantity,
or condition, or the receipt or description is qualified by "contents,
condition, and quality unknown," "said to contain," or ((the—tke))
words__of _simlar_inport, if ((sueh)) the indication ((be)) 1is
true((+)). or

(2) The party or purchaser otherwi se has notice of the nonreceipt
or m sdescription.

Sec. 304. RCWG62A. 7-204 and 2011 ¢ 336 s 828 are each anended to
read as foll ows:

DUTY OF CARE; CONTRACTUAL LI M TATI ON OF WAREHOUSE' S ( ( GRPERATOR-S))
LIABILITY. ((£8)) (&) A warehouse ((eperater)) is |liable for damages
for loss of or injury to the goods caused by ((his—e+—her)) its failure
to exercise ((sueh)) care ((+n)) with regard to ((t+hemas)) the goods
that a reasonably careful person would exercise under ((Hke)) simlar
circunstances ((but)). Unless otherwise agreed ((he—er—she)), the
war ehouse is not liable for danmages ((wheh)) that could not have been
avoi ded by the exercise of ((sueh)) that care.

((&)) (b) Damages may be limted by a term in the warehouse
recei pt or storage agreenent limting the anount of liability in case
of | oss or damage( (+—and—setti-ngforth—a-specifiectHabittyper—articte
or—item—oer—value—per—untt—of—weight-)) beyond which the warehouse
( { operator—shalt—not—he)) s not i abl e( (—provided—however—that—sueh
H-ab+HHty—+rmay—oer—witten)). Such a limtation is not effective with
respect to the warehouse's liability for conversion toits own use. On
request of the bailor in a record at the tinme of signing ((sueh)) the
storage agreenent or within a reasonable tine after receipt of the
war ehouse receipt, the warehouse's liability may be increased on part
or all of the goods ((thereunder—in—whi€h)) covered by the storage
agreenent or the warehouse receipt. In this event, increased rates nay
be charged based on ((sueh)) an increased val uati on((+—but—that—ro—such
Herease —shak —be —permtted —contrary —to—a—awhul — H-mation—of

p. 31 ESHB 2197. SL



© 00 N O Ol WDN P

[
o

11
12
13
14
15
16
17
18

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

H-abt-ty—econtatned—in—the—vwarehouse—operator—s—tart-H——+H—any—No
sveh—tHmtation—ts—effective—wthrespect—to-thewarehouse—operalor-s
H-abt+y—tor—conversiontohis—orher—oewruse)) of the goods.

((63))) (c) Reasonable provisions as to the tinme and manner of
presenting clainms and ((+nAstituting)) conmencing actions based on the
bai | mrent may be included in the warehouse recei pt or ((t+ar+f+)) storage
agr eenent .

((£41)) (d) This section does not ((i#pair—er—repeal—theduties—of
care—or—tiabilities—or penalties—for breachthereof—as ded—in))

nodi fy or repeal the provisions of chapters 22.09 and 22. 32 RCW

Sec. 305. RCWG62A. 7-205 and 2011 ¢ 336 s 829 are each anended to
read as foll ows:

Tl TLE UNDER WAREHOUSE RECEI PT DEFEATED I N CERTAI N CASES. A buyer
in ((t+hkhe)) ordinary course of business of fungible goods sold and
delivered by a warehouse ((eperater—whie)) that is also in the business
of buying and selling such goods takes the goods free of any claim
under a warehouse receipt even ((theugh—+t)) if _ the receipt_is
negot i abl e and has been duly negoti at ed.

Sec. 306. RCWG62A. 7-206 and 2011 ¢ 336 s 830 are each anended to
read as foll ows:

TERM NATI ON OF STORACGE AT ((WAREHOUSE—OPERATOR-S)) WAREHOUSE' S
OPTI ON. ((H)) (a) A warehouse ((eperater—may—on—notifying)), by
giving notice to the person on whose account the goods are held and any
ot her person known to claim an interest in the goods, my require
paynent of any charges and renoval of the goods fromthe warehouse at
the termnation of the period of storage fixed by the docunent((;+)) of
title or, if ((Are)) a period is not fixed, within a stated peri od not
less than thirty days after the ((netifHeation)) warehouse gives
notice. |If the goods are not renoved before the date specified in the
((netiti+eation)) notice, the warehouse ((eperater)) nmay sell them ((+r
accordance —w-th—the—provistons—ol —the—section—on—enlorcenent—ol—a
war-ehouse—operater—stHen{)) pursuant to RCWG62A. 7-210((})).

((2)) (b) If a warehouse ((eperater)) in good faith believes that
((t+he)) goods are about to deteriorate or decline in value to | ess than

the amount of ((his—er—her)) its lien within the tinme ((preseribed))
provided in subsection ((€3r)) (a) of this section ((fer—netitieation-
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advertiserent—and-sale)) and RCWG62A. 7-210, the warehouse ((eperatoer))
may specify in the ((nret+fHeatton)) notice given under subsection_(a)
of this section any reasonable shorter tine for renoval of the goods
and ((+hr—=e€ase)), if the goods are not renoved, nmay sell themat public
sale held not less than one week after a single advertisenent or
posti ng.

((63))) (c) If, as aresult of a quality or condition of the goods
of which the warehouse ((eperater—had—hre)) did not have notice at the
time of deposit, the goods are a hazard to other property ((e+—te)),.
the warehouse facilities, or ((+e)) other persons, the warehouse
((eperater)) may sell the goods at public or private sale wthout
advertisenent or_posting on reasonable notification to all persons
knowmm to claim an interest in the goods. If the warehouse
((eperater)), after a reasonable effort, is unable to sell the goods
((he—er+—she)), it may dispose of them in any lawful rmanner and
((shalt)) does not incur ((ne)) liability by reason of ((sueh)) that
di sposi tion.

((4))) (d) The warehouse ((eperatoer—ust)) shall deliver the goods
to any person entitled to themunder this Article upon due demand nade
at any tine ((prter—te)) before sale or other disposition under this
section.

((65))) (e) The warehouse ((eperater)) may satisfy ((hs—oe+—her))
its lien from the proceeds of any sale or disposition under this
section but ((must)) shall hold the bal ance for delivery on the denmand
of any person to ((whemheoer—she)) which the warehouse woul d have been
bound to deliver the goods.

Sec. 307. RCWG62A. 7-207 and 2011 ¢ 336 s 831 are each anended to
read as foll ows:

GOODS MUST BE KEPT SEPARATE; FUNG BLE GOODS. ((£8-)) (a) Unless
the warehouse receipt provides otherw se ((proevides)), a warehouse
((eperatoer—ust)) shall keep separate the goods covered by each recei pt
so as to permit at all tinmes identification and delivery of those goods
((execept—that)). However, different lots of fungible goods nay be
comm ngl ed.

(()) (b) If different lots_of fungible goods ((se)) are
comm ngled, the goods are owned in common by the persons entitled
thereto and the warehouse ((eperater)) is severally liable to each
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owner for that owner's share. ((Were)) |f, because of over-issue, a
mass of fungible goods is insufficient to neet all the receipts
((whieh)) the warehouse ((eperater)) has issued against it, the persons
entitled include all holders to ((wherm) which overissued recei pts have
been duly negoti at ed.

Sec. 308. RCW 62A.7-208 and 1965 ex.s. ¢ 157 s 7-208 are each
anmended to read as foll ows:

ALTERED WAREHOUSE RECEI PTS. ((Wsere)) If a blank in a negotiable
tangi bl e warehouse receipt has been filled in without authority, a
good-faith purchaser for value and w thout notice of the ((want)) lack
of authority may treat the insertion as authorized. Any ot her
unaut horized alteration |eaves any tangible or _ electronic_warehouse
recei pt enforceabl e against the issuer according to its original tenor.

Sec. 309. RCWG62A. 7-209 and 2011 ¢ 336 s 832 are each anended to
read as foll ows:

LIEN OF WAREHOUSE ((©GRERATOR)). ((H)) (@) A warehouse
((eperater)) has a lien against the bailor on the goods covered by a
war ehouse recei pt or storage agreenent or on the proceeds thereof in
((his—oer—her)) its possession for charges for storage or transportation
((€)). including denurrage and term nal charges(()})), insurance, |abor,
or other charges, present or future, in relation to the goods, and for
expenses necessary for preservation of the goods or reasonably incurred
in their sale pursuant to law. |If the person on whose account the
goods are held is liable for ((Hke)) simlar charges or expenses in
relation to other goods whenever deposited and it is stated in the
war ehouse receipt or_ storage agreenent that a lien is clainmed for
charges and expenses in relation to other goods, the warehouse
((eperater)) also has a lien against ((h+moer+—her)) the goods covered
by the_ warehouse_ receipt_ or_ storage_ agreenent or_on_the_ proceeds
thereof in_ its possession for ((stueh)) those charges and expenses,
whet her or not the other goods have been delivered by the warehouse
((eperater)). ((But)) However, as against a person to ((when)) which
a negotiable warehouse receipt is duly negotiated, a ((warehouse
eperator—s)) warehouse's lienis limted to charges in an anount or at
a rate specified ((en)) in the warehouse receipt or, if no charges are
so specified ((t+hen)), to a reasonable charge for storage of the
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specific goods covered by the receipt subsequent to the date of the
receipt. A ((warehouse—eoperatoer—s)) warehouse's lien as provided in
this chapter takes priority over all other liens and perfected or
unperfected security interests.

((2r)) (b) The warehouse ((eperater)) may al so reserve a security
interest against the bailor for ((&)) the maxi mum anount specified on
the receipt for charges other than those specified in subsection
((5)) (&) of this section, such as for noney advanced and interest.
((Sueh—a)) The security interest is governed by ((t+he—Artiele—on
Seewred—TFransactt+ons{(AFt+ele9))) Article 9A of this title

((3))) (c) A ((warehouse—eoperator—s)) warehouse's lien for charges

and expenses under subsection ((£8)) (a) of this section or a security
i nterest under subsection ((£2))) (b) of this sectionis also effective
agai nst any person ((whe)) that so entrusted the bailor with possession
of the goods that a pledge of them by ((himer—her)) the bailor to a

good-faith purchaser for value would have been valid ((byt—+s—net

(( ot . OR-aty
he—or—shevoluntar-y—delHvers—orwhich—-heorshe)) However, the lien
or security interest is not effective against a_ person that before
i ssuance of a docunent of title had a legal interest or_a perfected
security interest in the goods and that did not:

(1) Deliver or entrust the goods or any docunent of title covering
the goods to the bailor or the bailor's nom nee wth:

(A) Actual or apparent authority to ship, store, or sell;

(B) Power to obtain delivery under RCW 62A. 7-403; or

(€ _Power of disposition_under RCW 62A 2-403, 62A 2A-304(2),
62A. 2A- 305(2), 62A. 9A-320, or 62A.9A-321(c) or other statute or rule of
| aw, or

(2) Acquiesce in the procurenent by the bailor or its nom nee of
any docunent.

(d) A warehouse's lien on household goods for charges and expenses
in relation to the goods under subsection (a) of this section is also
effective against all persons if the depositor was the | egal possessor
of the goods at the tinme of deposit. In this subsection, "household
goods" neans _furniture, furnishings, or personal effects used by the
depositor in a dwelling.
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(e) A warehouse |loses its lien on any goods that it voluntarily
delivers or unjustifiably refuses to deliver.

Sec. 310. RCWG62A. 7-210 and 2011 ¢ 336 s 833 are each anended to
read as foll ows:

ENFORCEMENT OF WAREHOUSE ((GPRERATOR-S)) LIEN. ((£3)) (a) Except
as otherwi se provided in subsection ((£2r)) (b) of this section, a
( (warehouse—operatoer—s)) warehouse's |lien may be enforced by public or

private sale of the goods, in ((blee)) bulk or in ((pareets)) packages,
at any time or place and on any terns ((whieh)) that are comercially

reasonabl e, after notifying all persons known to claiman interest in
the goods. ((Sueh)) The notification nmust include a statenment of the
anount due, the nature of the proposed sale, and the tinme and pl ace of
any public sale. The fact that a better price could have been obtai ned
by a sale at a different tinme or in a ((di-fHerent)) nethod different
from that selected by the warehouse ((eperater)) is not of itself
sufficient to establish that the sale was not nade in a conmmercially
reasonabl e manner. The warehouse_sells in a commercially reasonable
manner _if the warehouse ((eperater—either)) sells the goods in the
usual manner in any recogni zed market therefor, ((er—i+f—he—oer—she))
sells at the price current in ((sueh)) that market at the time of ((h+s
er+—her)) the sale, or ((H—heor—shehas)) otherwse ((seld)) sells in
conformty with commercially reasonabl e practices anong dealers in the
type of goods sol d( (+—he—er—she-has—sold—in—a—comercialbyr+reasonable
manner)). A sale of nore goods than apparently necessary to be offered
to ((+nasure)) ensure satisfaction of the obligation is not cormmercially
reasonabl e, except in cases covered by the precedi ng sentence.

((2)) (b) A warehouse ((eperater—s)) may_ enforce its lien on
goods, other than goods stored by a nerchant in the course of ((h+s—e+
her)) its business ((may—be—entoreed)), only ((as—fetHlews)) if_ the
follow ng requirenents are satisfied:

(((2r)) (1) Al persons known to claiman interest in the goods
nmust be notifi ed.

({ £B—The—potiftecation—nust—bhe—delvered—in—person—or—sent—by

. I £ ed he | " :
I £ e

£)r)) (2) The notification nust include an item zed statenent of

the claim a description of the goods subject to the lien, a denmand for
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paynment within a specified tinme not |ess than ten days after receipt of
the notification, and a conspicuous statenent that unless the claimis
paid within that tinme the goods will be advertised for sale and sold by
auction at a specified tinme and pl ace.

((€))) (3) The sale nmust conformto the terns of the notification.

((€e))) (4) The sale nust be held at the nearest suitable place to
t hat where the goods are held or stored.

((6)) (5) After the expiration of the time given in the
notification, an advertisenent of the sale nust be published once a
week for two weeks consecutively in a newspaper of general circul ation
where the sale is to be held. The advertisenent nust include a
description of the goods, the nane of the person on whose account
((t+hey)) the goods are being held, and the tinme and place of the sale.
The sale nust take place at least fifteen days after the first
publication. |[If there is no newspaper of general circulation where the
sale is to be held, the advertisenent nust be posted at |east ten days
before the sale in not ((tess)) fewer than six conspicuous places in
t he nei ghbor hood of the proposed sal e.

((63))) (c) Before any sale pursuant to this section, any person
claimng a right in the goods may pay the anount necessary to satisfy
the lien and the reasonable expenses incurred ((wrder)) in conplying
with this section. |In that event, the goods ((rust)) nay not be sold,
but nust be retai ned by the warehouse ((eperater)) subject to the terns
of the receipt and this Article.

((4—Fhe)) (d) A warehouse ((eperatoer)) may buy at any public sale
hel d pursuant to this section.

((65))) (e) A purchaser in good faith of goods sold to enforce a
( (warehouse—operatoer—s)) warehouse's lien takes the goods free of any
rights of persons against ((wher)) which the lien was valid, despite
t he war ehouse' s nonconpli ance ((by—the—warehouseoperater)) wth ((the
regurerents—of)) this section.

(((6)—Fhe)) (f) A warehouse ((eperatoer)) may satisfy ((his—oer—her))
its lien fromthe proceeds of any sale pursuant to this section but

must hold the balance, if any, for delivery on demand to any person to
( (whoemhe—-or—she)) which the warehouse woul d have been bound to deliver
t he goods.

((6H)) (a) The rights provided by this section ((shalH—be)) are in
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addition to all other rights allowed by lawto a creditor against ((hs
er—her)) a debtor.

((8)—Vhere)) (h) If alienis on goods stored by a nerchant in the
course of ((h+s—er—her)) its business, the lien may be enforced in
accordance with either subsection ((8—e+—{2>)) (a) or (b) of this
section.

((69)—Fhe)) () A warehouse ((eperater)) is liable for danages
caused by failure to conply with the requirenents for sale under this
section and, in case of wllful violation, is |iable for conversion.

PART 1V
AMENDMENTS TO UNI FORM COVMERCI AL CCDE ARTI CLE 7
Bl LLS OF LADI NG  SPECI AL PROVI SI ONS

Sec. 401. RCW 62A.7-301 and 1965 ex.s. ¢ 157 s 7-301 are each
anmended to read as foll ows:

LIABILITY FOR NONRECEIPT OR M SDESCRIPTION;, "SAID TO CONTAI N';
"SH PPER S WEI GHT, LOAD, AND COUNT"; | MPROPER HANDLI NG ((£H)) (&) A
consi gnee of a nonnegotiable bill ((whe)) of |ading which has given
value in good faith, or a holder to ((when)) which a negotiable bill
has been duly negotiated, relying ((+A—etther—ease)) upon the
description ((theretn)) of the goods((+)) in the bill or upon the date

((theretn)) shown in the bill, may recover from the issuer damages
caused by the m sdating of the bill or the nonrecei pt or m sdescription
of the goods, except to the extent that the ((deeurent)) bill indicates

that the issuer does not know whether any part or all of the goods in
fact were received or conformto the description, such as ((where)) in
a case in which the descriptionis interns of marks or | abels or kind,
guantity, or condition or the receipt or description is qualified by
"contents or condition of contents of packages unknown,"((y)) "said to
contain,"((+)) "shipper's weight, load, and count," or ((the—tke))
words of simlar inport, if ((sueh)) that indication ((be)) iIs true.

(((2>—\hen)) (b) If goods are | oaded by ((anr)) the issuer ((wheo—+s
a—commpn—car+er—)) of a bill of |ading:

(1) The issuer ((must)) shall count the packages of goods if
(( package—frerght)) shipped in_packages and ascertain the kind and
quantity if shipped in bul k ((+etght—+n)); and
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(2) Wrds such ((eases)) as "shipper's weight, |oad, and count," or
((ether)) words of simlar inport indicating that the description was
made by the shipper are ineffective except as to ((fetght)) goods
conceal ed ((by)) in packages.

((3>—When)) (c) If bulk ((f+retght—+s)) goods are |oaded by a
shi pper ((whe)) that nmakes available to the issuer of a bill of |ading

adequate facilities for weighing ((sueh++reight—an)) those goods, the
i ssuer ((who—+s—a—comph—carrter—nust)) shall ascertain the kind and
quantity within a reasonable tine after receiving the ((witten))
shi pper's request ((ef—the—shipper)) in a record to do so. ((+A—suech
eases)) In that case, "shipper's weight" or ((ether)) words of ((+Hke
purpert)) simlar inport are ineffective.

((€4»)) (d) The issuer ((may)) of a bill of lading, by
((+nserting)) including in the bill the words "shipper's weight, |oad,_
and count," or ((ether)) words of ((Hkepurpert)) simlar inport, may
indicate that the goods were |oaded by the shipper((+)), and_ if
((sueh)) that statenent ((be)) is true, the issuer ((shalt)) is not
((be)) liable for damages caused by the inproper | oading. ((But
thet+)) However, om ssion of such words does not inply liability for
((sueh)) damages caused by i nproper |oading.

((5)—Fhe)) (e) A shipper ((shat—be-deenrerdto-haveguaranteed—to
the)) guarantees to an issuer the accuracy at the tinme of shipnent of
the description, marks, |abels, nunber, kind, quantity, condition, and
wei ght, as furnished by ((kim-)) the shipper, and the shipper shal
i ndemmi fy the issuer agai nst damage caused by inaccuracies in ((sueh))
those particul ars. ((Fhe)) This right of ((t+he—issuer—to—sueh))
i ndemity ((shakb—tn—ne—way)) does not limt ((hts)) the issuer's
responsibility ((and)) or liability under the contract of carriage to
any person ot her than the shipper.

Sec. 402. RCW 62A.7-302 and 1965 ex.s. ¢ 157 s 7-302 are each
anmended to read as foll ows:

THROUGH BI LLS OF LADI NG AND SIM LAR DOCUMENTS OF TITLE. ((H))
(a) The issuer of a through bill of lading, or other docunent of title
enbodying an undertaking to be perfornmed in part by ((persens)) a

person acting as its agent((s)) or by ((eennreeting—earriers)) a
performng carrier, is liable to ((anyene)) any person entitled to

recover on the bill or other docunent for any breach by ((sueh—-eother

p. 39 ESHB 2197. SL



©O© 00 N O Ol WDN P

W WNNNNMNNNMNNMNNNNRRRRRRRLEPREPRPR
P O © 0 N UM WNEROOOO-NOOOUDAWRINIERO

32
33
34
35
36

persons—or—by—a—conneeting)) the other person or the performng carrier

of its obligation under the bill or other docunent ((but)). However,
to the extent that the bill or other docunent covers an undertaking to
be perforned overseas or interritory not contiguous to the continental
United States or an undertaking including matters other than
transportation, this liability for breach by the other person or the
performng carrier may be varied by agreenent of the parties.

(((2>—\here)) (b) If goods covered by a through bill of |ading or
ot her docunment of title enbodying an undertaking to be perforned in
part by ((persens)) a_person other than the issuer are received by
((anry—sueh)) that person, ((he)) the person is subject, with respect to
((ht+s)) its own performance while the goods are in ((hts)) 1its
possession, to the obligation of the issuer. ((H-s)) The_ person's
obligation is discharged by delivery of the goods to another ((sueh))
person pursuant to the bill or other docunent((;)) and does not include
liability for breach by any other ((sueh)) person((s)) or by the
i ssuer.

((63))) (c) The issuer of ((sueh)) a through bill of lading or
ot her docunment ((shalt—be)) of title described in subsection (a) of
this section is entitled to recover fromthe ((eenrneeting)) performng
carrier, or ((sueh)) other person in possession of the goods when the
breach of the obligation wunder the bill or _other docunent
occurred((+)) =

(1) The anpunt it nmay be required to pay to ((anyene)) any person
entitled to recover on the bill or other docunent ((therefer)) for the
breach, as may be evidenced by any receipt, judgnent, or transcript
((t+hereeft5—and)) of |udgnent; and

(2) The anmpunt of any expense reasonably incurred by ((++)) the
i ssuer in defending any action ((breught)) commenced by ((anyene)) any
person entitled to recover on the bill or other docunent ((therefor))
for the breach.

Sec. 403. RCW 62A.7-303 and 1965 ex.s. ¢ 157 s 7-303 are each
anmended to read as foll ows:

Dl VERSI ON; RECONSI GNVENT; CHANGE OF | NSTRUCTI ONS. () (2L
Unless the bill of |ading otherwi se provides, ((the)) a carrier may
deliver the goods to a person or destination other than that stated in
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the bill or may ot herw se di spose of the goods, without liability for
m sdelivery, on instructions from

(((8))) (1) The hol der of a negotiable bill; ((e+

b)) (2) _ The consi gnor on a nonnegot i abl e bill
((netwithstanding)), even_ if the_ consignee_has__given contrary

i nstructions ((fremthe—consignee)); ((er
{¢y)) (3) The consignee on a nonnegotiable bill in the absence of

contrary instructions fromthe consignor, if the goods have arrived at
the billed destination or if the consignee is in possession of the
tangible bill or in control of the electronic bill; or

((£))) (4) The consignee on a nonnegotiable bill, if ((he)) the
consignee is entitled as agai nst the consignor to dispose of ((then))
t he goods.

((2)) (b) Unless ((sueh)) instructions described in subsection
(a) of this section are ((nreted—on)) included in a negotiable bill of
| adi ng, a person to ((when)) which the bill is duly negotiated ((ean))
may hol d the bail ee according to the original terns.

Sec. 404. RCW 62A.7-304 and 1965 ex.s. ¢ 157 s 7-304 are each
anmended to read as foll ows:

TANG BLE BILLS OF LADING IN A SET. ((£2))) (a) Except ((where)) as
customary in ((everseas)) international transportation, a tangible bil
of lading ((#ust)) may not be issued in a set of parts. The issuer is
i abl e for danages caused by violation of this subsection.

(((2—VWhere)) (b) If a tangible bill of lading is lawfully
((dFawn)) issued in a set of parts, each of which ((+s—nurbered))
contains an identification code and is expressed to be valid only if
t he goods have not been delivered agai nst any other part, the whole of
the parts constitutes one bill.

(((3)>—VWhere)) (c) If a tangible neqgotiable bill of lading is
lawfully issued in a set of parts and different parts are negotiated to
different persons, the title of the holder to ((wher)) which the first
due negotiation is nmade prevails as to both the docunent of title and
t he goods even ((t+heugh)) if any later holder may have received the
goods from the carrier in good faith and discharged the carrier's
obligation by ((sur+render—of—hts)) surrendering its part.

((4—Any)) (d) A person ((whe)) that negotiates or transfers a
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single part of a tangible bill of lading ((é+awh)) issued in a set is
liable to holders of that part as if it were the whol e set.

((5y)) (e) The bailee ((+s—ebliged—to)) shall deliver in
accordance wth ((Part—4of thisArtiele)) RCW62A. 7-401 t hrough 62A. 7-
404 against the first presented part of a tangible bill of |ading
lawfully ((drawn)) issued in a set. ((Sueh)) Delivery in this manner
di scharges the bailee's obligation on the whole bill.

Sec. 405. RCW 62A.7-305 and 1965 ex.s. ¢ 157 s 7-305 are each
anmended to read as foll ows:

DESTI NATION BILLS. ((€3H)) (&) Instead of issuing a bill of |ading
to the consignor at the place of shipnment, a carrier ((may)), at the
request of the consignor, nay procure the bill to be issued at
destination or at any other place designated in the request.

((2)) (b) Upon request of ((anyene)) any_ person entitled as
against ((the)) a carrier to control the goods while in transit and on

surrender of possession or control of any outstanding bill of Iading or
ot her receipt covering ((sueh)) the goods, the issuer, subject to RCW
62A. 7-105, may procure a substitute bill to be issued at any place

designated in the request.

Sec. 406. RCW 62A.7-307 and 1965 ex.s. ¢ 157 s 7-307 are each
anmended to read as foll ows:

LIEN OF CARRIER. ((£H)) (a) A carrier has a lien on the goods
covered by a bill of lading or_on_the proceeds thereof in_its
possession for charges ((subsegquent—te)) after the date of ((+ts)) the
carrier's receipt of the goods for storage or transportation ((€)).
including denmurrage and termnal <charges((})), and for expenses

necessary for preservation of the goods i ncident to their
transportation or reasonably incurred in their sale pursuant to |aw.
((But)) However, against a purchaser for value of a negotiable bill of
lading, a carrier's lienis limted to charges stated in the bill or

the applicable tariffs((;)) or, if no charges are stated ((thenteoe)),
a reasonabl e char ge.

((2)) (b) A lien for charges and expenses under subsection
((6H)) (a) of this section on goods ((whieh)) that the carrier was
required by law to receive for transportation is effective against the
consi gnor or any person entitled to the goods unless the carrier had
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notice that the consignor |acked authority to subject the goods to
((sueh)) those charges and expenses. Any other |ien under subsection
(()) (a) of this sectionis effective against the consignor and any
person ((whe)) that permtted the bailor to have control or possession
of the goods unless the carrier had notice that the bailor |I|acked
((sueh)) authority.

((63))) (c) Acarrier loses ((hts)) its lien on any goods ((whieh
he)) that it voluntarily delivers or ((whieh—he)) unjustifiably refuses
to deliver.

Sec. 407. RCW 62A.7-308 and 1965 ex.s. ¢ 157 s 7-308 are each
anmended to read as foll ows:

ENFORCEMENT OF CARRIER S LIEN. ((2)) (a) A carrier's lien on
goods may be enforced by public or private sale of the goods, in
((ble€e)) bulk or in ((pareels)) packages, at any tine or place and on
any terns ((whieh)) that are commercially reasonable, after notifying
all persons known to claim an interest in the goods. ((Sueh)) The
notification nust include a statenent of the anobunt due, the nature of
t he proposed sale, and the tinme and place of any public sale. The fact
that a better price could have been obtained by a sale at a different
time or in a nethod different ((methed)) from that selected by the
carrier is not of itself sufficient to establish that the sale was not
made in a commercially reasonable manner. The carrier sells goods in
a comercially reasonable manner if the carrier ((etther)) sells the
goods in the usual manner in any recognized market therefor ((er+—+H
he)), sells at the price current in ((sueh)) that market at the tinme of
((his)) the sale, or ((+H+—he—has)) otherwise ((seld)) sells in
conformty with commercially reasonabl e practices anong dealers in the
type of goods sold ((he-has—seldi+nra—comrereciallyr+easonablermanner)).
A sal e of nobre goods than apparently necessary to be offered to ensure
satisfaction of the obligation is not commercially reasonabl e, except
in cases covered by the precedi ng sentence.

((2)) (b) Before any sale pursuant to this section, any person
claimng a right in the goods may pay the anount necessary to satisfy
the lien and the reasonable expenses incurred ((wrder)) in conplying
with this section. In that event, the goods ((Aust)) nmay not be
sold((+)) but nust be retained by the carrier, subject to the terns of
the bill of lading and this Article.
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((3)—Fhe)) (c) A carrier may buy at any public sale pursuant to
this section.

((64))) (d) A purchaser in good faith of goods sold to enforce a
carrier's lien takes the goods free of any rights of persons against
((wherm) which the lien was valid, despite the carrier's nonconpliance
((by—the—ecarrier)) wWth ((the+eguirenrents—of)) this section.

((65)>—Fhe)) (e) A carrier may satisfy ((h+s)) its lien fromthe
proceeds of any sale pursuant to this section but ((#ust)) shall hold
t he bal ance, if any, for delivery on demand to any person to ((whem
he)) which the carrier woul d have been bound to deliver the goods.

((66))) (f) The rights provided by this section ((shalH—be)) are in
addition to all other rights allowed by law to a creditor against
((h+s)) a debtor

((6H)) (g) Acarrier's lien may be enforced ((+hr—-acecordance—wth))
pursuant _to either subsection (((3)) (a)_of this_ section or the
procedure set forth in ((subseetton{2ro6f)) RCWG62A 7-210(Db).

((8)—Fhe)) (h) A carrier is liable for damages caused by failure
to conply with the requirenents for sale under this section and, in
case of wllful violation, is |iable for conversion.

Sec. 408. RCW62A. 7-309 and 2009 c 549 s 1017 are each anended to
read as foll ows:

DUTY OF CARE; CONTRACTUAL LI M TATION CF CARRIER S LI ABILITY. Save
as ot herw se provided in RCW81. 29. 010 and 81. 29. 020_

((5)) (a) Acarrier ((whe)) that issues a bill of |ading, whether
negoti abl e or nonnegoti able, ((#wust)) shall exercise the degree of care
in relation to the goods which a reasonably careful person would
exercise under ((Hke)) simlar circunstances. This subsection does
not affect any statute, requlation, or rule of Ilaw that inposes
liability upon_a_comon_carrier for danmages_ not caused_ by its
negl i gence.

((2r)) (b) Damages nmay be limted by a ((previstenr)) termin the

bill of lading or in a transportation aqgreenent that the carrier's
liability ((shak)) nmay not exceed a value stated in the ((deeurent))
bill of lading or transportation agreenent if the carrier's rates are

dependent upon val ue and the consignor ((bythe—ecarrter—s—tartff)) is

afforded an opportunity to declare a higher value ((er—a—value—as

FawkulH-y—provi-dedinthetariff—orwherenotariff)) and the consi gnor
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is ((Hted—he—or—she—+s—otherwse)) advised of ((sueh)) the
opportunity((+—but—ne)). However, such a linmtation is not effective
wWith respect to the carrier's liability for conversionto its own use.

((63))) (c) Reasonable provisions as to the tinme and manner of
presenting clainms and ((+nAstituting)) conmencing actions based on the
shipnment may be included in a bill of lading or ((taHf)) a
transportati on agreenent.

PART V
AMENDMENTS TO UNI FORM COVMERCI AL CCDE ARTI CLE 7
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG  GENERAL OBLI GATI ONS

Sec. 501. RCWG62A. 7-401 and 2011 ¢ 336 s 834 are each anended to
read as foll ows:

| RREGULARI TIES I N | SSUE OF RECEI PT OR BILL OR CONDUCT OF | SSUER.
The obligations inposed by this Article on an issuer apply to a
docunent of title ((regardless—ofthefaetthat)) even if

(((2»)) (1) The document ((#may)) does not conply wth the
requi renents of this Article or of any other ((+aw)) statute, rule, or

regul ation regarding its ((+ssue)) issuance, form or content; ((e+

8y)) (2) The issuer ((may—have)) violated laws regulating the
conduct of ((his—er—her)) its business; ((er

¢y)) (3) The goods covered by the docunent were owned by the
bai |l ee ((at—thet+mwe)) when the docunent was issued; or

((€))) (4) The person issuing the docunent ((dees—net—corme—wthin
the—defnition—of—warehouseoperator—+f+t)) is not a warehouse but the

docunent purports to be a warehouse receipt.

Sec. 502. RCW 62A.7-402 and 1965 ex.s. ¢ 157 s 7-402 are each
anmended to read as foll ows:

DUPLI CATE ((RECEHPF—OR—BHL)) DOCUMENT _ OF TITLE; OVERI SSUANCE.
((Netther)) A duplicate ((mre+r)) or any other docunent of title
purporting to cover goods already represented by an outstanding
docunent of the sanme issuer does_not confer((s)) any right in the
goods, except as provided in the case of tangible bills of lading in a
set of parts, overissue of docunments for fungible goods ((anrd)),.
substitutes for lost, stolen, or destroyed docunents, or_ substitute
docunents_issued_pursuant to RCW 62A. 7-105. ((But)) The issuer is
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liable for danmages caused by ((h+s)) its overissue or failure to
identify a duplicate docunent ((as—sueh)) by a conspicuous notation
((eA—+ts+tace)).

Sec. 503. RCWG62A. 7-403 and 2011 ¢ 336 s 835 are each anended to
read as foll ows:

OBLI GATI ON OF ( (WAREHOUSE—OPERATOR-OR-CARRIER) ) BAI LEE TO DELI VER
EXCUSE. ((H—Fhe)) (a) A bailee ((must)) shall deliver the goods to
a person entitled under ((+he)) a docunment ((whe)) of title if the
person conplies with subsections ((2—anrd—{3))) (b) and (c) of this
section, unless and to the extent that the bailee establishes any of
the fol |l ow ng:

(((8))) (1) Delivery of the goods to a person whose receipt was
rightful as against the clainmant;

((b)y)) (2) Damage to or delay, loss, or destruction of the goods
for which the bailee is not |iable;

((€e))) (8) Previous sale or other disposition of the goods in
|awful enforcenent of a lien or on ((warehouse—eoperater—s)) a
war ehouse's lawful term nation of storage;

((€))) (4) The exercise by a seller of ((hts—erher)) its right to
stop delivery pursuant to ((the—provistons—ef—the—Artiele—oen—Sales
€)) RCW 62A. 2-705(())) or by a lessor of its right to stop delivery
pursuant to RCWG62A. 2A- 526;

((€e))) (5) A diversion, reconsignnent, or other disposition
pursuant to ((the—provistons—of—this—Artiele—{))RCW 62A 7-303(()—o+
Far-HHH—regutabng—such—++ght) ) ;

((6)) (6) Release, satisfaction, or any other ((fact—atfording
a)) personal defense against the claimnt; or

((&y)) (7) Any other |awful excuse.

((2)) (b) A person claimng goods covered by a docunent of title
((pust)) shall satisfy the bailee's lien ((where)) if the bailee so
requests or ((where)) if the bailee is prohibited by law from
delivering the goods until the charges are paid.

((63))) (c) Unless ((t+he)) a person claimng the goods is ((ene))
a person against ((when)) which the docunent ((eenfers—ne)) of title
does_not confer a right under RCW 62A 7-503(({3H)+—he—er—she—nust
surrender —For —cancelatb-on — o —notatton —of —partial —deltveries —any
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(1) The person claimng under a docunent shall surrender possession
or control of any outstanding negotiable docunent covering the goods
for cancellation or indication of partial deliveries; and

(2) The bailee ((must)) shall cancel the docunment or conspicuously
((pete)) indicate in_the docunent the partial delivery ((thereenr—or
be)) or_the bailee is liable to any person to ((wherm) which the

docunent is duly negoti at ed.

Sec. 504. RCW 62A.7-404 and 1965 ex.s. ¢ 157 s 7-404 are each
anmended to read as foll ows:

NO LIABILITY FOR GOOD FAI TH DELI VERY PURSUANT TO ((RECEHT—OR
BHEE)) DOCUMENT _OF TITLE. A bailee ((whe—+n)) that _in good faith
( { Frctuding — ebservance — o — reasonable — conmeretral — standards)) has
recei ved goods and delivered or otherw se disposed of ((therm)) the
goods according to the terns of ((+he)) a docunent of title or pursuant
to this Article is not I|iable ((therefor—TFhis—rule—appttes—even
theugh)) for the goods even if:

(1) The person from((whemhe)) which the bail ee received the goods
((had—ne)) did not have authority to procure the docunent or to di spose
of the goods ((and—eventhough)). or

(2) The person to ((whemhe)) which the bailee delivered the goods
((had—ne)) did not have authority to receive ((t+her)) the goods

PART VI
AMENDMENTS TO UNI FORM COWVMERCI AL CCDE ARTI CLE 7
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG NEGOTI ATI ON AND TRANSFER

Sec. 601. RCW 62A.7-501 and 1965 ex.s. ¢ 157 s 7-501 are each
anmended to read as foll ows:

FORM OF NEGOTI ATI ON AND REQUI REMENTS OF (()) DUE NEGOTI ATI ON((%)) .
((5)) (a) The followng rules apply to a negoti abl e tangi bl e docunent
of title ((rupning)) .

(1) If the docunent's original ternms run to the order of a naned
person, the docunent is negotiated by ((his)) the_ naned_person's
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i ndorsenent and delivery. After ((his)) the naned person's indorsenent
in blank or to bearer, any person ((eanr)) nay negotiate ((++)) the
docunent by delivery al one.

(2) ((&r—A—negotiable—docurent—of—titde—is—alse—negotiated—by
e | I by i  ainal : I ;

br—whenr—adocurent—runntng)) |If the docunent's original terns run
to bearer, it is negotiated by delivery al one.

(3) If the docunent's original ternms run to the order of a naned
person and it is delivered to ((h+)) the nanmed person, the effect is
the same as if the docunent had been negoti at ed.

((3))) (4) Negotiation of ((a—negoetiable)) the docunent ((ef
t+t++e)) after it has been indorsed to a ((speetfied)) naned person
requi res indorsenment by the ((speetal—tndersee—as—welH—as)) naned
person and delivery.

(((41)) (5 A ((negetiablte)) document ((ef—titte)) is ((=))duly
negotiated((~—when)) if it is negotiated in the manner stated in this
((seetion)) subsection to a holder ((whe)) that purchases it in good
faith, without notice of any defense against or claimto it on the part
of any person, and for value, wunless it is established that the
negotiation is not in the regular course of business or financing or
i nvol ves receiving the docunent in settlenment or paynent of a ((meney))
nonet ary obligation.

((65)1)) (b) The following rules apply to a negotiable electronic
docunent of title:

(1) If the docunent's original ternms run to the order of a naned
person_or_ to bearer, the docunent is negotiated by delivery of the
docunent to another person. | ndorsenent by the nanmed person i s not
required to negotiate the docunent.

(2) If the docunent's original ternms run to the order of a naned
person and the naned person has control of the docunent, the effect is
the sane as if the docunent had been negoti at ed.

(3) Adocunent is duly negotiated if it is negotiated in the nmanner
stated in this subsection to a holder that purchases it in good faith,
w t hout notice of any defense against or claimto it on the part of any
person, and for value, unless it is established that the negotiationis
not in the reqular course of business or financing or involves taking
delivery of the docunent in_settlenent or_ paynent of a_nonetary
obligation.
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(c) Indorsenment of a nonnegotiabl e docunent of title neither nakes
it negotiable nor adds to the transferee's rights.

((£6y)) (d) The naming in a negotiable bill of |lading of a person
to be notified of the arrival of the goods does not |imt the
negotiability of the bill ((#Aer)) or constitute notice to a purchaser
((thereet)) of the bill of any interest of ((sueh)) that person in the
goods.

Sec. 602. RCW 62A.7-502 and 1965 ex.s. ¢ 157 s 7-502 are each
anmended to read as foll ows:

Rl GHTS ACQUI RED BY DUE NEGOTI ATION. ((£3H)) (a) Subject to ((the
foH-owtng—seetion—and —to—the—provistoens—eof)) RCW 62A. 7-205 ((en
fungi-ble—goeds)) and 62A. 7-503, a holder to ((when)) which a negotiable
docunent of title has been duly negotiated acquires thereby:

(((&r)) (1) Title to the docunent;

((8))) (2) Title to the goods;
((})) (3) Al rights accruing under the law of agency or

estoppel, including rights to goods delivered to the bailee after the
docunent was i ssued; and

((€))) (4) The direct obligation of the issuer to hold or deliver
t he goods according to the ternms of the docunent free of any defense or
claimby ((h#)) the issuer except those arising under the terns of the
docunent or wunder this Article((-)), _but in the case of a delivery
order, the bailee's obligation accrues only wupon the_ bailee's
acceptance of the delivery order and the obligation acquired by the
holder is that the issuer and any indorser will procure the acceptance
of the bail ee.

((£2)) (b) Subject to ((t+he—feHowing—seetion)) RCW 62A 7-503,
title and rights ((se)) acquired by due negotiation are not defeated by
any stoppage of the goods represented by the docunent of title or by
surrender of ((sueh)) the goods by the bailee((+)) and are not i npaired
even ((theugh)) if:

(1) The due negotiation or any prior due negotiation constituted a
breach of duty ((er—eventhough)) .

(2) Any person has been deprived of possession of ((the)) a
negoti able_ tangible docunment or control of a_negotiable electronic
docunent by m srepresentation, fraud, accident, m stake, duress, |oss,

theft, or conversion((y)). or ((eveanthough))
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(3) A previous sale or other transfer of the goods or docunent has
been made to a third person.

Sec. 603. RCWG62A. 7-503 and 2000 ¢ 250 s 9A-814 are each anended
to read as foll ows:

DOCUMENT OF TI TLE TO GOODS DEFEATED | N CERTAIN CASES. (((8)))) (a)
A docunent of title confers no right in goods against a person ((whe))
that before issuance of the docunent had a legal interest or a
perfected security interest in ((themandwhonetther)) the goods and
that did not:

((=)—detvered—or—entrusted—thern)) (1) Deliver or_ entrust_ the
goods or any docunent of title covering ((t+henr)) the_ goods to the
bailor or ((h+s)) the bailor's nomnee with;

(A) _Actual or apparent authority to ship, store, or sell ((er
wHER) ) L

(B) Power to obtain delivery under ((this—Artiele—{))RCW 62A. 7-
403(())) o or ((wth))

(G Power of disposition under ((this—Ftte—{))RCWG62A. 2-403 ((and
62A9A-320)) ), 62A. 2A-304(2), 62A 2A-305(2), 62A 9A-320, or _62A 9A-
321(c) or other statute or rule of law ((nRer)) or

((b)y—acquieseced)) (2) Acquiesce in the procurenent by the bailor
or ((h+s)) its nom nee of any docunent ((ef—t+tte)).

((2)) (b) Title to goods based upon an unaccepted delivery order
is subject to the rights of ((anryeretoe—whem)) any person to_which a
negoti abl e warehouse receipt or bill of |ading covering the goods has
been duly negoti at ed. ((Sueh—a)) That title may be defeated under
((the—next—seetion)) RCWG62A. 7-504 to the sane extent as the rights of
the issuer or a transferee fromthe issuer.

((3))) (c) Title to goods based upon a bill of lading issued to a

freight forwarder is subject to the rights of ((anryenretoe—wher)) any

person_to_which a bill issued by the freight forwarder is duly
negoti ated((:+—but)). However, delivery by the carrier in accordance
with ((Part—4—of—this—Artiele)) RCOW 62A 7-401_ through_ 62A.7-404
pursuant to its own bill of |ading discharges the carrier's obligation
to deliver.

Sec. 604. RCW 62A. 7-504 and 1965 ex.s. ¢ 157 s 7-504 are each
anended to read as foll ows:
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RI GHTS ACQU RED IN ((FHE)) ABSENCE OF DUE NEGOTI ATI ON; EFFECT OF
Dl VERSI ON; ((SELLER-S)) STOPPAGE OF DELI VERY. ((£3))) (a) Atransferee
of a docunent of title, whether negotiable or nonnegotiable, to
((wherm ) which the docunent has been delivered but not duly negoti ated,
acquires the title and rights ((whieh—his)) that its transferor had or
had actual authority to convey.

((2)) (b) I'n the case of a transfer of a nonnegotiabl e docunent
of title, until but not after the bailee receives ((retifteation))
notice of the transfer, the rights of the transferee may be defeated:

((()) (1) By those creditors of the transferor ((whe)) which
could treat the ((sale)) transfer as void under RCW ((62A—+F402—-6+))
62A. 2-402 or 62A. 2A- 308;

((&b)y)) (2) By a buyer fromthe transferor in ordinary course of
business if the bail ee has delivered the goods to the buyer or received
notification of ((his)) the buyer's rights; ((er

{¢y)) (3) By a lessee fromthe transferor in ordinary course of
business if the bailee has delivered the goods to the |essee or
received notification of the lessee's rights; or

(4) As against the bailee, by good-faith dealings of the bailee
with the transferor

((3))) (c) Adiversion or other change of shipping instructions by
t he consignor in a nonnegotiable bill of |ading which causes the bail ee
not to deliver the goods to the consi gnee defeats the consignee's title
to the goods if ((they)) the goods have been delivered to a buyer in
ordinary course of business or a lessee in ordinary course of business
and, in any event, defeats the consignee's rights against the bail ee.

((64))) (d) Delivery of the goods pursuant to a nonnegoti able
docunment of title may be stopped by a seller under RCW 62A. 2-705((+
and)) or a lessor under RCWG62A. 2A-526, subject to the requirenents of
due notification ((t+here—provided)) in_those_ statutes. A Dbailee
((honrertng)) that honors the seller's or_lessor's instructions is
entitled to be indemified by the seller or_lessor against any
resulting | oss or expense.

Sec. 605. RCW 62A.7-505 and 1965 ex.s. c¢ 157 s 7-505 are each
anended to read as foll ows:
| NDORSER NOT ((A)) GUARANTOR FOR OTHER PARTI ES. The indorsenent of
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a tangible docunent of title issued by a bailee does not nake the
indorser liable for any default by the bailee or ((by)) previous
i ndor sers.

Sec. 606. RCW 62A.7-506 and 1965 ex.s. c¢ 157 s 7-506 are each
anmended to read as foll ows:

DELI VERY W THOUT | NDORSEMENT: RI GHT TO COWVPEL | NDORSEMENT. The
transferee of a negotiable tangible docunent of title has a
specifically enforceable right to have ((h+s)) its transferor supply
any necessary indorsement, but the transfer beconmes a negotiation only
as of the tine the indorsenent is supplied.

Sec. 607. RCW 62A.7-507 and 1965 ex.s. c¢ 157 s 7-507 are each
anmended to read as foll ows:

WARRANTI ES ON NEGOTI ATION OR (( FRANSFER—OF —RECEHPF—OR—BHLL) )
DELI VERY OF DOCUMENT OF TITLE. ((Where)) |If a person negotiates or
((transfers)) delivers a docunent of title for value,_ otherw se than as
a nere internediary under ((the—next—foHowng—seectton—then)) RCW
62A. 7-508, unless otherwi se agreed ((he—warrants—to—his—imrediate
purchaser—only)), the transferor, in addition to any warranty nmade in
selling or leasing the goods, warrants to its i medi ate purchaser only
t hat :

(((a—that)) (1) The docunent is genuine; ((and

by—that—hehas—ne)) (2) The transferor does not have know edge of
any fact ((whieh)) that would inpair ((++s)) the docunent's validity or

wort h; and

(((e)y—that—h+s)) (3) The negotiation or ((+ransfter)) delivery is
rightful and fully effective with respect to the title to the docunent
and the goods it represents.

Sec. 608. RCW 62A.7-508 and 1965 ex.s. ¢ 157 s 7-508 are each
anmended to read as foll ows:

WARRANTI ES OF COLLECTING BANK AS TO DOCUMENTS OF TITLE. A
collecting bank or other internmediary known to be entrusted wth
docunents of title on behalf of another or with collection of a draft
or other claimagainst delivery of docunents warrants by ((sueh)) the
delivery of the docunments only its own good faith and authority((—
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Frts—rule—appties)) even ((theugh)) if the collecting bank or other
i nternedi ary has purchased or nade advances agai nst the claimor draft
to be coll ected.

Sec. 609. RCW 62A.7-509 and 1965 ex.s. ¢ 157 s 7-509 are each
anmended to read as foll ows:

( (RECEHPTF—OR—BH-L—VHEN)) ADEQUATE COMWPLI ANCE W TH COMVERCI AL
CONTRACT. ((Fhe—guestion)) Wiether a docunent of title is adequate to
fulfill the obligations of a contract for sale, a contract for |ease,

or the conditions of a letter of credit is ((gevernedbythe Artiecles

on—Sales{Artiecle2)andontlettersof Credit{Article5))) determ ned
by Article 2, 2A, or 5 of this title.

PART VI |
AMENDMENTS TO UNI FORM COVMERCI AL CCDE ARTI CLE 7
WAREHOUSE RECEI PTS AND BI LLS OF LADI NG M SCELLANEQUS PROVI SI ONS

Sec. 701. RCW 62A.7-601 and 1965 ex.s. ¢ 157 s 7-601 are each
anmended to read as foll ows:

LOST ((ANB—M-SSHNG)), STOLEN, OR DESTROYED DOCUMENTS OF TITLE.
((H)) (a) If a docunent ((has—been)) of title is |ost, stolen,_ or
destroyed, a court nmmy order delivery of the goods or issuance of a
substitute docunent and the bailee may without liability to any person
comply with ((sueh)) the order. |If the docunent was negotiable ((the
eatan—rustpost—securtby—approved-by—the) ), a court ((toe—+ndermmty))

may not order delivery of the goods or_ issuance_of a_ substitute
docurment without the clainant's posting security unless it finds that
any person ((whe)) that may suffer |l oss as a result of nonsurrender of

possession or control of the docunent is adequately protected against

the loss. |If the docunent was ((net—negottable—sueh)) nonnegoti abl e,

the court may require security ((my—bereguiredat—thediseretion—of
the—eourt)). The court may al so ((+HA—+ts—diseretion)) order paynent of

the bailee's reasonable costs and ((eeunsel)) attorneys' fees in any
action under this subsection.

((2r)) (b) A bailee ((whe)) W thout a court order, delivers
goods to a person claimng under a m ssing negoti abl e docunent of title
is liable to any person injured thereby((—and)). |If the delivery is
not in good faith ((beecoeres)), the bailee is liable for conversion.
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Delivery in good faith is not conversion if ((#made+n-accordance—wth

il ed el oy . Y o | e : Y
rs—FH+ed—++)) the claimant posts security with the bailee in an anmount
at |east double the value of the goods at the tinme of posting to
indemmify any person injured by the delivery ((whe)) which files a
notice of claimwthin one year after the delivery.

Sec. 702. RCW 62A.7-602 and 1965 ex.s. ¢ 157 s 7-602 are each
anmended to read as foll ows:

( (ATFACHVENT—OF)) JUDI Cl AL PROCESS AGAI NST GOODS COVERED BY ((A))
NEGOTI ABLE DOCUVENT OF TITLE. ((Execept—wherethe)) Unless a docunent
of title was originally issued upon delivery of the goods by a person
((whe—had-—ne)) that did not have power to dispose of them ((re)) a
lien ((attaches)) does not attach by virtue of any judicial process to
goods in the possession of a bailee for which a negoti abl e docunent of
title is outstanding unless possession_or_control of the docunent
((be)) is first surrendered to the bailee or ((+t+s)) the docunent's
negotiation is enjoined((-—and)). The bailee ((shatl)) may not be
conpel led to deliver the goods pursuant to process until possession or
control of the docunent is surrendered to ((himoer—i+rpoundedby)) the
bailee_or_to the court. ((Gre—who—purehases)) A_purchaser of the
docunent for value w thout notice of the process or injunction takes
free of the lien inposed by judicial process.

Sec. 703. RCW 62A.7-603 and 1965 ex.s. ¢ 157 s 7-603 are each
anmended to read as foll ows:

CONFLI CTI NG CLAI M5; | NTERPLEADER. If nore than one person cl ai ns
title to or possession of the goods, the bailee is excused from
delivery until ((he)) the_bailee has ((had)) a reasonable tinme to

ascertain the validity of the adverse clains or to ((brHnganactionte
corpel—ab—clatrants—to—+nterplead —and—may—conpel—sueh) ) conmence an
action for interpleader. The bailee nmay assert an interpleader((;))
either in defending an action for nondelivery of the goods((;+)) or by

ori gi nal action((;—whi-chever—s—appropriate)).

PART VI| |
AMENDMENTS TO UNI FORM COVMERCI AL CCDE ARTI CLE 2
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Sec. 801.
to read as foll ows:

DEFI NI TI ONS AND | NDEX OF DEFI NI TI ONS.
the context otherw se requires:
"Buyer" neans a person who buys or contracts to buy goods.

(a)

(1)

RCW 62A. 2-103 and 2000 c 250 s 9A-803 are each anended

In this Article unless

(h)y ((“ceodtarth"—inthecaseolanwerchant—reans—honesty—inrtact
oy I : N ol ard F £ ai loali
rAthetrade—)) [Reserved.]

(c)
(d)
(2) Oher
Parts thereof,

" Acceptance.”

"Banker's credit.”

"Between merchants."

"Cancellation.”

"Commercial unit."
"Confirmed credit."

"Conforming to contract.”

"Contract for sale."
"Cover."

"Entrusting.”

"Financing agency."

"Future goods."
"Goods."

"ldentification."

"|nstallment contract.”

"Letter of credit.”
"Lot."
"Merchant."

"Overseas."

"Person in position of

seller.”
"Present sale.”
"Sale."
"Sale onapproval ."

55

"Recei pt" of goods neans taki ng physi cal
"Seller" means a person who sells or contracts to sel

definitions applying to this Article or
and the sections in which they appear are:

RCW 62A.2-606.
RCW 62A.2-325.
RCW 62A.2-104.

possessi on of them
goods.
to specified

RCW 62A.2-106(4).

RCW 62A.2-105.
RCW 62A.2-325.
RCW 62A.2-106.
RCW 62A.2-106.
RCW 62A.2-712.
RCW 62A.2-403.
RCW 62A.2-104.
RCW 62A.2-105.
RCW 62A.2-105.
RCW 62A.2-501.
RCW 62A.2-612.
RCW 62A.2-325.
RCW 62A.2-105.

RCW 62A.2-104.
RCW 62A.2-323.

RCW 62A.2-707.
RCW 62A.2-106.
RCW 62A.2-106.

RCW 62A.2-326.
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"Sale or return." RCW 62A.2-326.
"Termination." RCW 62A.2-106.

(3) "Control" as_provided in_RCW 62A 7-106_and_the follow ng
definitions in other articles apply tothis Article:

"Check." RCW 62A.3-104.
"Consignee." RCW 62A.7-102.
"Consignor." RCW 62A.7-102.
"Consumer goods." RCW 62A.9A-102.
"Dishonor." RCW 62A.3-502.
"Draft." RCW 62A.3-104.

(4) In addition Article 1 contains general definitions and
principles of construction and interpretation applicable throughout
this Article.

Sec. 802. RCW 62A.2-104 and 1965 ex.s. ¢ 157 s 2-104 are each
amended to read as foll ows:

DEFI NI TI ONS: " MERCHANT" ; " BETWEEN MERCHANTS" ; " FI NANCI NG
AGENCY. " ((+-)) (1) "Merchant" neans a person who deals in goods of the
kind or otherwi se by his or her occupation holds hinself or herself out
as having know edge or skill peculiar to the practices or goods
involved in the transaction or to whom such know edge or skill nmay be
attributed by his or_ her enploynent of an agent or broker or other
i nternedi ary who by his or her occupation holds hinself or herself out
as having such know edge or skill.

(2) "Financing agency" nmeans a bank, finance conpany or other
person who in the ordinary course of business nakes advances agai nst
goods or docunents of title or who by arrangenent with either the

seller or the buyer intervenes in ordinary course to make or collect
paynent due or clai med under the contract for sale, as by purchasing or
paying the seller's draft or nmeking advances against it or by nerely
taking it for collection whether or not docunents of title acconpany or
are associated with the draft. "Financing agency” includes al so a bank

or other person who simlarly intervenes between persons who are in the
position of seller and buyer in respect to the goods (RCWG62A. 2-707).
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(3) "Between merchants" neans in any transaction with respect to
which both parties are chargeable with the know edge or skill of
mer chant s.

Sec. 803. RCW 62A.2-202 and 1965 ex.s. ¢ 157 s 2-202 are each
anmended to read as foll ows:

FI NAL WRI TTEN EXPRESSI ON:  PAROL OR EXTRINSI C EVIDENCE. Terns with
respect to which the confirmatory nenoranda of the parties agree or
which are otherwi se set forth in a witing intended by the parties as
a final expression of their agreement with respect to such terns as are
included therein may not be contradicted by evidence of any prior
agreenent or of a contenporaneous oral agreenent but may be expl ai ned
or suppl enment ed._

(a) By course of perfornmance, course of dealing, or usage of trade
(({RCW B2A. 1-205) or by course of perfornance (RCW 62A 2-208))) (RCW
62A. 1-303); and

(b) By evidence of consistent additional terns unless the court
finds the witing to have been intended also as a conplete and
exclusive statenent of the terns of the agreenent.

Sec. 804. RCW 62A.2-310 and 1965 ex.s. ¢ 157 s 2-310 are each
anmended to read as foll ows:

OPEN TI ME FOR PAYMENT OR RUNNI NG CF CREDI T; AUTHORI TY TO SHI P UNDER
RESERVATI ON.  Unl ess ot herw se agreed._

(a) Paynent is due at the tine and place at which the buyer is to
receive the goods even though the place of shipnment is the place of
delivery; and

(b) If the seller is authorized to send the goods he or she my
ship themunder reservation, and may tender the docunents of title, but
t he buyer may inspect the goods after their arrival before paynent is
due unless such inspection is inconsistent with the terns of the
contract (RCWG62A. 2-513); and

(c) Lf delivery is authorized and nade by way of docunents of title
ot herwi se than by subsection (b) of this section then paynent is due
regardl ess of where_the goods are to be received (i) at the tinme and
place at which the buyer is to receive delivery of the tangible

docunent s ((regardless—ofwherethe goods—aretoberecetved)) or (ii)
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at the time the buyer is to receive delivery of the electronic
docunents and at the seller's place of business or if none, the
seller's residence; and

(d) Where the seller is required or authorized to ship the goods on
credit the credit period runs fromthe tinme of shipnent but post-dating
the invoice or delaying its dispatch will correspondingly delay the

starting of the credit period.

Sec. 805. RCW 62A. 2-323 and 1965 ex.s. ¢ 157 s 2-323 are each
anmended to read as foll ows:

FORM OF BI LL OF LADI NG REQUI RED I N OVERSEAS SHI PMENT; " OVERSEAS. "
(1) Where the contract contenpl ates overseas shipnent and contains a
term CI.F. or C&. or F.OB. vessel, the seller unless otherw se
agreed nust obtain a negotiable bill of lading stating that the goods
have been | oaded on board or, in the case of atermC.|.F. or C &F.
recei ved for shipnent.

(2) Wiere in a case within subsection (1) of this section a
tangible bill of lading has been issued in a set of parts, unless
ot herw se agreed if the docunents are not to be sent from abroad the
buyer may demand tender of the full set; otherwi se only one part of the
bill of Ilading need be tendered. Even if the agreenent expressly
requires a full set:

(a) Due tender of a single part is acceptable within the provisions
of this Article on cure of inproper delivery (((subseetion{1)of)) RCW
62A. 2-508(1)); and

(b) Even though the full set is demanded, if the docunents are sent
from abroad the person tendering an inconplete set may neverthel ess
requi re paynent upon furnishing an indemity which the buyer in good
faith deens adequate.

(3) A shipnent by water or by air or a contract contenplating such
shi pnment is "overseas" insofar as by usage of trade or agreenent it is
subj ect to the comrercial, financing or shi pping practices
characteristic of international deep water commerce.

Sec. 806. RCW 62A.2-401 and 1965 ex.s. ¢ 157 s 2-401 are each
anmended to read as foll ows:

PASSI NG OF Tl TLE; RESERVATI ON FOR SECURI TY; LI M TED APPLI CATI ON OF
TH' S SECTI ON. Each provision of this Article with regard to the
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rights, obligations and renedies of the seller, the buyer, purchasers
or other third parties applies irrespective of title to the goods
except where the provision refers to such title. Insofar as situations
are not covered by the other provisions of this Article and matters
concerning title becone material the follow ng rules apply:

(1) Title to goods cannot pass under a contract for sale prior to
their identification to the contract (RCW 62A 2-501), and unless
otherwi se explicitly agreed the buyer acquires by their identification
a special property as |limted by this title. Any retention or
reservation by the seller of the title (property) in goods shipped or
delivered to the buyer is limted in effect to a reservation of a
security interest. Subject to these provisions and to the provisions
of the Article on Secured Transactions Article 9A title to goods
passes fromthe seller to the buyer in any manner and on any conditions
explicitly agreed on by the parties.

(2) Unless otherwise explicitly agreed title passes to the buyer at
the time and place at which the seller conpletes his or her performance
with reference to the physical delivery of the goods, despite any
reservation of a security interest and even though a docunent of title
is to be delivered at a different tinme or place; and in particular and
despite any reservation of a security interest by the bill of |ading:

(a) Lf the contract requires or authorizes the seller to send the
goods to the buyer but does not require himor her to deliver them at
destination, title passes to the buyer at the tinme and place of
shi pment ; but

(b) Lf the contract requires delivery at destination, title passes
on tender there.

(3) Unless otherwi se explicitly agreed where delivery is to be nmade
wi t hout noving the goods((+)) -

(a) If the seller is to deliver a tangible docunent of title, title
passes at the tinme when and the place where he or she delivers such
docunents and if the seller is to deliver an electronic docunent of
title, title passes when the seller delivers the docunent; or

(b) If the goods are at the tinme of contracting already identified
and no docunents of title are to be delivered, title passes at the tine
and pl ace of contracting.

(4) Arejection or other refusal by the buyer to receive or retain
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the goods, whether or not justified, or a justified revocation of
acceptance revests title to the goods in the seller. Such revesting
occurs by operation of lawand is not a "sale."((+))

Sec. 807. RCW 62A. 2-503 and 1965 ex.s. ¢ 157 s 2-503 are each
anmended to read as foll ows:

MANNER OF SELLER S TENDER OF DELI VERY. (1) Tender of delivery
requires that the seller put and hold conform ng goods at the buyer's
di sposition and give the buyer any notification reasonably necessary to
enable him or her to take delivery. The manner, tinme and place for
tender are determned by the agreenment and this Article, and in
particul ar:

(a) Tender nust be at a reasonable hour, and if it is of goods they
must be kept available for the period reasonably necessary to enable
t he buyer to take possession; but

(b) Unless otherwise agreed the buyer nust furnish facilities
reasonably suited to the recei pt of the goods.

(2) Where the case is within the next section respecting shipnment
tender requires that the seller conmply with its provisions.

(3) VWhere the seller is required to deliver at a particular
destination tender requires that he or she conply with subsection (1)
of this section and also in any appropriate case tender docunents as
described in subsections (4) and (5) of this section.

(4) Where goods are in the possession of a bailee and are to be
delivered wi thout being noved:

(a) Tender requires that the seller either tender a negotiable
docunent of title covering such goods or procure acknow edgnment by the
bai |l ee of the buyer's right to possession of the goods; but

(b) Tender to the buyer of a nonnegotiable docunent of title or of
a ((witten—direetion—to)) record directing the bailee to deliver is
sufficient tender unless the buyer seasonably objects, and except as
otherw se provided in Article 9A of this title, receipt by the bailee
of notification of the buyer's rights fixes those rights as agai nst the
bail ee and all third persons; but risk of |oss of the goods and of any
failure by the bailee to honor the nonnegotiabl e docunent of title or
to obey the direction remains on the seller until the buyer has had a
reasonable tinme to present the docunent or direction, and a refusal by
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the bailee to honor the docunent or to obey the direction defeats the
t ender.

(5) Where the contract requires the seller to deliver docunents.

(a) He or_she nust tender all such docunents in correct form
except as provided in this Article with respect to bills of lading in
a set (((subseetion—{2)—-of)) RCWG62A 2-323(2)):;: and

(b) Tender through customary banking channels is sufficient and
di shonor of a draft acconpanying or associated with the docunents
constitutes nonacceptance or rejection.

Sec. 808. RCW 62A.2-505 and 1965 ex.s. ¢ 157 s 2-505 are each
anmended to read as foll ows:

SELLER S SHI PMENT UNDER RESERVATI ON. (1) \Where the seller has
identified goods to the contract by or before shipnent:

(a) H's or her procurenent of a negotiable bill of lading to his or
her own order or otherw se reserves in himor her a security interest
in the goods. Hi's or her procurenent of the bill to the order of a

financing agency or of the buyer indicates in addition only the
seller's expectation of transferring that interest to the person naned.

(b) A nonnegotiable bill of lading to hinself or herself or his or
her nom nee reserves possession of the goods as security but except in

a case of conditional delivery (((subseetion{2)of)) RCWG62A 2-507(2))

a nonnegotiable bill of |ading nam ng the buyer as consignee reserves
no security interest even though the seller retains possession or
control of the bill of |ading.

(2) When shipnment by the seller with reservation of a security
interest is in violation of the contract for sale it constitutes an
i nproper contract for transportation within the preceding section but
inpairs neither the rights given to the buyer by shipnment and
identification of the goods to the contract nor the seller's powers as
a hol der of a negotiabl e docunent of title.

Sec. 809. RCW 62A. 2-506 and 1965 ex.s. ¢ 157 s 2-506 are each
anmended to read as foll ows:

RI GHTS OF FI NANCI NG AGENCY. (1) A financing agency by paying or
purchasing for value a draft which relates to a shipnment of goods
acquires to the extent of the paynent or purchase and in addition to
its own rights under the draft and any docunent of title securing it
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any rights of the shipper in the goods including the right to stop
delivery and the shipper's right to have the draft honored by the
buyer.

(2) The right to reinbursenent of a financing agency which has in
good faith honored or purchased the draft wunder conmmtnent to or
authority from the buyer is not inpaired by subsequent discovery of
defects with reference to any rel evant docunent which was apparently
regul ar ((en—+ts+face)).

Sec. 810. RCW 62A.2-509 and 1965 ex.s. ¢ 157 s 2-509 are each
anmended to read as foll ows:

RISK OF LOSS IN THE ABSENCE OF BREACH. (1) Where the contract
requires or authorizes the seller to ship the goods by carrier:

(a) If it does not require him or_ her to deliver them at a
particul ar destination, the risk of |oss passes to the buyer when the
goods are duly delivered to the carrier even though the shipnment is
under reservation (RCWG62A. 2-505); but

(b) If it does require himor her to deliver themat a particul ar
destination and the goods are there duly tendered while in the
possession of the carrier, the risk of |oss passes to the buyer when
the goods are there duly so tendered as to enable the buyer to take
delivery.

(2) VWhere the goods are held by a bailee to be delivered wthout
bei ng noved, the risk of | oss passes to the buyer:

(a) On his or her receipt of possession or control of a negotiable
docunent of title covering the goods; or

(b) On acknow edgnent by the bailee of the buyer's right to
possessi on of the goods; or

(c) After his or_her receipt of possession_or_ control_ of a

nonnegoti abl e docunment of title or other ((witten)) direction to

deliver in a record, as provided in ((subseet+on{4){b}rof)) RCWG62A. 2-
503(4) (b).

(3) In any case not wthin subsection (1) or (2) of this section,
the risk of |oss passes to the buyer on his or her receipt of the goods
if the seller is a nerchant; otherw se the risk passes to the buyer on
tender of delivery.

(4) The provisions of this section are subject to contrary
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agreenent of the parties and to the provisions of this Article on sale
on approval (RCW 62A.2-327) and on effect of breach on risk of |oss
(RCW 62A. 2-510) .

Sec. 811. RCW 62A. 2-605 and 1965 ex.s. ¢ 157 s 2-605 are each
anmended to read as foll ows:

WAI VER OF BUYER S OBJECTI ONS BY FAI LURE TO PARTI CULARI ZE. (1) The
buyer's failure to state in connection with rejection a particular
defect which is ascertai nabl e by reasonabl e i nspection precludes hi mor
her from relying on the unstated defect to justify rejection or to
establish breach.

(a) Where the seller could have cured it if stated seasonably; or

(b) Between nerchants when the seller has after rejection nade a
request in witing for a full and final witten statenent of al
defects on which the buyer proposes to rely.

(2) Paynent against docunents nmade w thout reservation of rights
precl udes recovery of the paynent for defects apparent ((en—+the—face
ef)) in the docunents.

Sec. 812. RCW62A. 2-705 and 2011 ¢ 336 s 823 are each anended to
read as foll ows:

SELLER S STOPPAGE OF DELIVERY IN TRANSIT OR OTHERW SE. (1) The
seller may stop delivery of goods in the possession of a carrier or
ot her bailee when he or she discovers the buyer to be insolvent (RCW
62A. 2-702) and may stop delivery of carload, truckload, planeload((+))
or larger shipnments of express or freight when the buyer repudi ates or
fails to make a paynent due before delivery or if for any other reason
the seller has a right to withhold or reclai mthe goods.

(2) As agai nst such buyer the seller may stop delivery until:

(a) Receipt of the goods by the buyer; or

(b) Acknow edgnent to the buyer by any bailee of the goods except
a carrier that the bail ee holds the goods for the buyer; or

(c) Such acknow edgnent to the buyer by a carrier by reshipnment or
as a war ehouse ((eperater)); or

(d) Negotiation to the buyer of any negotiable docunent of title
covering the goods.

(3)(a) To stop delivery the seller nust so notify as to enable the
bai | ee by reasonable diligence to prevent delivery of the goods.
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(b) After such notification the bailee must hold and deliver the
goods according to the directions of the seller but the seller is
liable to the bailee for any ensui ng charges or damages.

(c) If a negotiable docunent of title has been issued for goods the
bailee is not obliged to obey a notificationto stop until surrender of
possession or control of the docunent.

(d) A carrier who has issued a nonnegotiable bill of [ading is not
obliged to obey a notification to stop received from a person other
t han t he consi gnor.

PART | X
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 2A

Sec. 901. RCW62A. 2A-103 and 2000 c¢ 250 s 9A-808 are each anended
to read as foll ows:

DEFI NI TI ONS AND | NDEX OF DEFINITIONS. (1) In this Article unless
t he context otherw se requires:

(a) "Buyer in ordinary course of business”" neans a person who in
good faith and w thout know edge that the sale to himor her is in
violation of the ownership rights or security interest or |easehold
interest of a third party in the goods buys in ordinary course froma
person in the business of selling goods of that kind but does not
i ncl ude a pawnbroker. "Buyi ng" may be for cash, or by exchange of
other property, or on secured or wunsecured credit, and includes
((reeeiwvng)) acquiring goods or docunents of title under a preexisting
contract for sale but does not include a transfer in bulk or as
security for or in total or partial satisfaction of a noney debt.

(b) "Cancellation" occurs when either party puts an end to the
| ease contract for default by the other party.

(c) "Commercial unit" means such a unit of goods as by conmerci al
usage is a single whole for purposes of |[ease and division of which
materially inpairs its character or value on the market or in use. A
commercial unit may be a single article, as a machine, or a set of
articles, as a suite of furniture or a line of machinery, or a
quantity, as a gross or carload, or any other unit treated in use or in
the rel evant market as a single whol e.

(d) "Conform ng" goods or performance under a | ease contract neans
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goods or performance that are in accordance with the obligations under
the | ease contract.

(e) "Consuner |ease" neans a |l ease that a | essor regularly engaged
in the business of leasing or selling nmakes to a |lessee who is an
i ndi vi dual who takes under the |lease primarily for a personal, famly,
or househol d purpose, if the total paynents to be made under the |ease
contract, excluding paynents for options to renew or buy, do not exceed
twenty-five thousand doll ars.

(f) "Fault" means wongful act, om ssion, breach, or default.

(g) "Finance | ease" neans a | ease with respect to which:

(i) The |l essor does not select, manufacture, or supply the goods;

(i1) The lessor acquires the goods or the right to possession and
use of the goods in connection with the | ease; and

(iii) Only in the case of a consuner | ease, either:

(A) The | essee receives a copy of the contract by which the | essor
acquired the goods or the right to possession and use of the goods
before signing the | ease contract;

(B) The |essee's approval of the contract by which the |essor
acquired the goods or the right to possession and use of the goods is
a condition to effectiveness of the | ease contract; or

(C) The lessee, before signing the |ease contract, receives an
accurate and conplete statenent designating the promses and
warranties, and any disclainmers of warranties, limtations or
nmodi fications of renedies, or |iquidated damages, including those of a
third party, such as the manufacturer of the goods, provided to the
| essor by the person supplying the goods in connection with or as part
of the contract by which the | essor acquired the goods or the right to
possessi on and use of the goods.

(h) "Goods" neans all things that are novable at the tine of
identification to the | ease contract, or are fixtures (RCW62A. 2A-309),
but the term does not include noney, docunents, instrunents, accounts,
chattel paper, general intangibles, or mnerals or the |ike, including
oil and gas, before extraction. The term also includes the unborn
young of ani nal s.

(1) "Installnment |ease contract” neans a |ease contract that
aut hori zes or requires the delivery of goods in separate lots to be
separately accepted, even though the | ease contract contains a cl ause
"each delivery is a separate | ease" or its equivalent.
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(j) "Lease" neans a transfer of the right to possession and use of
goods for a termin return for consideration, but a sale, including a
sal e on approval or a sale or return, or retention or creation of a
security interest is not alease. Unless the context clearly indicates
ot herwi se, the termincludes a subl ease.

(k) "Lease agreenent" neans the bargain, with respect to the |ease,
of the lessor and the lessee in fact as found in their |anguage or by
inplication from other circunstances including course of dealing or
usage of trade or course of performance as provided in this Article.
Unl ess the context clearly indicates otherwi se, the term includes a
subl ease agreenent.

(I') "Lease contract" means the total legal obligation that results
from the |ease agreenent as affected by this Article and any other
applicable rules of I|aw Unless the <context <clearly indicates
otherwi se, the termincludes a subl ease contract.

(m "Leasehold interest” neans the interest of the |essor or the
| essee under a | ease contract.

(n) "Lessee" neans a person who acquires the right to possession
and use of goods under a lease. Unless the context clearly indicates
otherwi se, the termincludes a subl essee.

(o) "Lessee in ordinary course of business" neans a person who in
good faith and w thout knowl edge that the lease to himor her is in
violation of the ownership rights or security interest or |easehold
interest of a third party in the goods, |eases in ordinary course from
a person in the business of selling or |easing goods of that kind((;))
but does not include a pawnbroker. "Leasing" may be for cash, or by
exchange of other property, or on secured or unsecured credit and
i ncl udes ((+eeeik+ng)) acquiring goods or docunents of title under a
preexi sting | ease contract but does not include a transfer in bulk or
as security for or intotal or partial satisfaction of a noney debt.

(p) "Lessor" neans a person who transfers the right to possession
and use of goods under a lease. Unless the context clearly indicates
ot herwi se, the termincludes a subl essor

(q) "Lessor's residual interest" neans the lessor's interest in the
goods after expiration, termnation, or cancellation of the |ease
contract.

(r) "Lien" neans a charge against or interest in goods to secure
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paynment of a debt or performance of an obligation, but the term does
not include a security interest.

(s) "Lot" neans a parcel or a single article that is the subject
matter of a separate | ease or delivery, whether or not it is sufficient
to performthe | ease contract.

(t) "Merchant |lessee”" neans a lessee that is a nmerchant wth
respect to goods of the kind subject to the | ease.

(u) "Present value" neans the anount as of a date certain of one or
nmore suns payable in the future, discounted to the date certain. The
di scount is determned by the interest rate specified by the parties if
the rate was not manifestly unreasonable at the tinme the transaction
was entered into; otherwise, the discount is determned by a
comercially reasonable rate that takes into account the facts and
ci rcunstances of each case at the tinme the transaction was entered
i nto.

(v) "Purchase" includes taking by sale, |ease, nortgage, security
interest, pledge, gift, or any other voluntary transaction creating an
i nterest in goods.

(w) "Subl ease" neans a | ease of goods the right to possession and
use of which was acquired by the | essor as a | essee under an existing
| ease.

(x) "Supplier" neans a person from whom a | essor buys or |eases
goods to be | eased under a finance | ease.

(y) "Supply contract" neans a contract under which a | essor buys or
| eases goods to be | eased.

(z) "Term nation" occurs when either party pursuant to a power
created by agreenent or |law puts an end to the | ease contract otherw se
than for default.

(2) Oher definitions applying to this Article or to specified
Parts thereof, and the sections in which they appear are:

"Accessions." RCW 62A.2A-310(1).
"Construction

mortgage.” RCW 62A.2A-309(1)(d).
"Encumbrance.” RCW 62A.2A-309(1)(e).
"Fixtures.” RCW 62A.2A-309(1)(a).
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"Fixture filing." RCW 62A.2A-309(1)(b).
"Purchase money
lease." RCW 62A.2A-309(1)(c).

(3) The following definitions in other articles apply to this
Article:

"Account." RCW 62A.9A-102(8)(2).
"Between merchants.” RCW 62A.2-104(3).
"Buyer." RCW 62A.2-103(1)(a).
"Chattel paper.” RCW 62A.9A-102(a)(11).
"Consumer goods." RCW 62A.9A-102(a)(23).
"Document." RCW 62A.9A-102(a)(30).
"Entrusting.” RCW 62A.2-403(3).
"General intangible." RCW 62A.9A-102(a)(42).
((“Good-faith-" ROW-62A-2-163(1)(b}))
"Instrument.” RCW 62A.9A-102(a)(47).
"Merchant." RCW 62A.2-104(1).
"Mortgage." RCW 62A.9A-102(a)(55).
"Pursuant to

commitment.” RCW 62A.9A-102(a)(68).
"Receipt." RCW 62A.2-103(1)(c).
"Sale" RCW 62A.2-106(1).
"Sale onapproval .” RCW 62A.2-326.
"Sale or return.” RCW 62A.2-326.
"Seller." RCW 62A.2-103(1)(d).

(4) In addition, Article ((62A2—REW) 1 of this title contains
general definitions and principles of construction and interpretation
appl i cabl e throughout this Article.

Sec. 902. RCW62A. 2A-103 and 2011 ¢ 74 s 701 are each anended to
read as foll ows:

DEFI NI TI ONS AND | NDEX OF DEFINITIONS. (1) In this Article unless
t he context otherw se requires:

(a) "Buyer in ordinary course of business"” neans a person who in
good faith and w thout knowl edge that the sale to himor her is in
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violation of the ownership rights or security interest or |easehold
interest of a third party in the goods buys in ordinary course froma
person in the business of selling goods of that kind but does not
i nclude a pawnbroker. "Buying" nmay be for cash, or by exchange of
other property, or on secured or wunsecured credit, and includes
((reeeiwvng)) acquiring goods or docunents of title under a preexisting
contract for sale but does not include a transfer in bulk or as
security for or in total or partial satisfaction of a noney debt.

(b) "Cancellation" occurs when either party puts an end to the
| ease contract for default by the other party.

(c) "Commercial unit" means such a unit of goods as by conmerci al
usage is a single whole for purposes of |[ease and division of which
materially inpairs its character or value on the market or in use. A
commercial unit may be a single article, as a machine, or a set of
articles, as a suite of furniture or a line of machinery, or a
quantity, as a gross or carload, or any other unit treated in use or in
the rel evant market as a singl e whol e.

(d) "Conform ng" goods or performance under a | ease contract neans
goods or performance that are in accordance with the obligations under
the | ease contract.

(e) "Consuner |ease" neans a |l ease that a | essor regularly engaged
in the business of leasing or selling makes to a |lessee who is an
i ndi vi dual who takes under the |lease primarily for a personal, famly,
or househol d purpose, if the total paynents to be made under the |ease
contract, excluding paynents for options to renew or buy, do not exceed
twenty-five thousand doll ars.

(f) "Fault" nmeans wongful act, om ssion, breach, or default.

(g) "Finance | ease" neans a | ease with respect to which:

(i) The |l essor does not select, manufacture, or supply the goods;

(i1i1) The lessor acquires the goods or the right to possession and
use of the goods in connection with the | ease; and

(iii) Only in the case of a consuner | ease, either:

(A) The | essee receives a copy of the contract by which the | essor
acquired the goods or the right to possession and use of the goods
before signing the | ease contract;

(B) The |essee's approval of the contract by which the |essor
acquired the goods or the right to possession and use of the goods is
a condition to effectiveness of the | ease contract; or
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(C) The lessee, before signing the |ease contract, receives an
accurate and conplete statenent designating the promses and
warranties, and any disclainmers of warranties, limtations or
nmodi fications of renedies, or |iquidated damages, including those of a
third party, such as the manufacturer of the goods, provided to the
| essor by the person supplying the goods in connection with or as part
of the contract by which the | essor acquired the goods or the right to
possessi on and use of the goods.

(h) "Goods" neans all things that are novable at the tine of
identification to the | ease contract, or are fixtures (RCW62A. 2A-309),
but the term does not include noney, docunents, instrunents, accounts,
chattel paper, general intangibles, or mnerals or the |ike, including
oil and gas, before extraction. The term also includes the unborn
young of ani nal s.

(1) "Installnment |ease contract” neans a |ease contract that
aut hori zes or requires the delivery of goods in separate lots to be
separately accepted, even though the | ease contract contains a cl ause
"each delivery is a separate | ease" or its equivalent.

(j) "Lease" neans a transfer of the right to possession and use of
goods for a termin return for consideration, but a sale, including a
sal e on approval or a sale or return, or retention or creation of a
security interest is not alease. Unless the context clearly indicates
otherwi se, the termincludes a subl ease.

(k) "Lease agreenent"” neans the bargain, with respect to the | ease,
of the lessor and the lessee in fact as found in their |anguage or by
inplication from other circunstances including course of dealing or
usage of trade or course of performance as provided in this Article.
Unl ess the context clearly indicates otherwi se, the term includes a
subl ease agreenent.

(I') "Lease contract" means the total legal obligation that results
from the |ease agreenent as affected by this Article and any other
applicable rules of I|aw Unless the <context <clearly indicates
otherwi se, the termincludes a subl ease contract.

(m "Leasehold interest” neans the interest of the |essor or the
| essee under a | ease contract.

(n) "Lessee" neans a person who acquires the right to possession
and use of goods under a lease. Unless the context clearly indicates
otherwi se, the termincludes a subl essee.
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(o) "Lessee in ordinary course of business" neans a person who in
good faith and w thout knowl edge that the lease to himor her is in
violation of the ownership rights or security interest or |easehold
interest of a third party in the goods, |eases in ordinary course from
a person in the business of selling or |easing goods of that kind((s))
but does not include a pawnbroker. "Leasing" may be for cash, or by
exchange of other property, or on secured or unsecured credit and
i ncl udes ((+eeei+ng)) acquiring goods or docunents of title under a
preexi sting | ease contract but does not include a transfer in bulk or
as security for or intotal or partial satisfaction of a noney debt.

(p) "Lessor" neans a person who transfers the right to possession
and use of goods under a lease. Unless the context clearly indicates
ot herwi se, the termincludes a subl essor

(q) "Lessor's residual interest" neans the lessor's interest in the
goods after expiration, termnation, or cancellation of the |ease
contract.

(r) "Lien" neans a charge against or interest in goods to secure
paynment of a debt or performance of an obligation, but the term does
not include a security interest.

(s) "Lot" neans a parcel or a single article that is the subject
matter of a separate | ease or delivery, whether or not it is sufficient
to performthe | ease contract.

(t) "Merchant |lessee”" neans a lessee that is a nerchant wth
respect to goods of the kind subject to the | ease.

(u) "Present value" neans the anount as of a date certain of one or
nmore sunms payable in the future, discounted to the date certain. The
di scount is determned by the interest rate specified by the parties if
the rate was not manifestly unreasonable at the tinme the transaction
was entered into; otherwise, the discount is determned by a
comercially reasonable rate that takes into account the facts and
ci rcunstances of each case at the tinme the transaction was entered
i nto.

(v) "Purchase" includes taking by sale, |ease, nortgage, security
interest, pledge, gift, or any other voluntary transaction creating an
i nterest in goods.

(w) "Subl ease" neans a | ease of goods the right to possession and
use of which was acquired by the |l essor as a | essee under an existing
| ease.
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(x) "Supplier" neans a person from whom a | essor buys or |eases
goods to be | eased under a finance | ease.

(y) "Supply contract” neans a contract under which a | essor buys or
| eases goods to be | eased.

(z) "Termnation" occurs when either party pursuant to a power
created by agreenent or |law puts an end to the | ease contract otherw se
than for default.

(2) Oher definitions applying to this Article or to specified
Parts thereof, and the sections in which they appear are:

"Accessions." RCW 62A.2A-310.
"Construction

mortgage." RCW 62A.2A-309.
"Encumbrance.” RCW 62A.2A-309.
"Fixtures." RCW 62A.2A-309.
"Fixture filing." RCW 62A.2A-3009.
"Purchase money

lease." RCW 62A.2A-309.

(3) The following definitions in other articles apply to this
Article:

"Account." RCW 62A.9A-102.
"Between merchants.” RCW 62A.2-104.
"Buyer." RCW 62A.2-103.
"Chattel paper.” RCW 62A.9A-102.
"Consumer goods." RCW 62A.9A-102.
"Document.” RCW 62A.9A-102.
"Entrusting.” RCW 62A.2-403.
"General intangible." RCW 62A.9A-102.
((“GoodHaith-" REW-62A-2-103))
"Instrument.” RCW 62A.9A-102.
"Merchant.” RCW 62A.2-104(1).
“Mortgage RCW 62A.9A-102.
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"Pursuant to

commitment.” RCW 62A.9A-102.
"Receipt.” RCW 62A.2-103.
"Sale." RCW 62A.2-106.
"Sale onapproval .” RCW 62A.2-326.
"Sale or return.” RCW 62A.2-326.
"Seller." RCW 62A.2-103.

(4) In addition, Article ((62A31—RcAN) 1 of this title contains
general definitions and principles of construction and interpretation
appl i cabl e throughout this Article.

Sec. 903. RCWG62A. 2A-501 and 1993 c 230 s 2A-501 are each anmended
to read as foll ows:

DEFAULT: PROCEDURE. (1) Wether the lessor or the lessee is in
default under a |l ease contract is determ ned by the | ease agreenent and
this Article.

(2) If the lessor or the lessee is in default under the |ease
contract, the party seeking enforcenent has rights and renedies as
provided in this Article and, except as limted by this Article, as
provided in the | ease agreenent.

(3) If the lessor or the lessee is in default under the |ease
contract, the party seeking enforcenent nmay reduce the party's claimto
j udgnment, or otherw se enforce the | ease contract by self help or any
avai lable judicial procedure or nonjudicial procedure, including
adm ni strative proceeding, arbitration, or the like, in accordance with
this Article.

(4) Except as otherw se provided in ((REW682A1-106(1))) RCWG62A. 1-

305(a) or this Article or the | ease agreenment, the rights and renedies
referred to in subsections (2) and (3) of this section are cunul ative.
(5) If the | ease agreenent covers both real property and goods, the
party seeking enforcenent may proceed under this Part 5 as to the
goods, or under other applicable law as to both the real property and
the goods in accordance with that party's rights and renedies in
respect of the real property, in which case this Part 5 does not apply.

Sec. 904. RCWG62A. 2A-514 and 1993 ¢ 230 s 2A-514 are each anended
to read as foll ows:
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WAI VER OF LESSEE' S OBJECTIONS. (1) In rejecting goods, a |lessee's
failure to state a particular defect that is ascertainable by
reasonabl e i nspection precludes the | essee fromrelying on the defect
to justify rejection or to establish default:

(a) If, stated seasonably, the | essor or the supplier could have
cured it (RCWG62A. 2A-513); or

(b) Between nerchants if the | essor or the supplier after rejection
has made a request in witing for a full and final witten statenent of
all defects on which the | essee proposes to rely.

(2) Alessee's failure to reserve rights when paying rent or other
consi deration agai nst docunents precludes recovery of the paynent for
defects apparent ((enthefaceeof)) in the docunents.

Sec. 905. RCW62A. 2A-518 and 1993 ¢ 230 s 2A-518 are each anended
to read as foll ows:

COVER; SUBSTI TUTE GOODS. (1) After a default by a | essor under the
| ease contract of the type described in ((€))RCWG62A 2A-508(1)((})),
or, if agreed, after other default by the | essor, the | essee may cover
by maki ng any purchase or | ease of or contract to purchase or |ease
goods in substitution for those due fromthe | essor.

(2) Except as otherw se provided with respect to damages |i qui dated
in the |ease agreenment (RCW 62A 2A-504) or otherw se determ ned
pursuant to agreenent of the parties (({REW62A1-102(3))) (RCWG62A. 1-
302 and 62A 2A-503), if a lessee's cover is by a |ease agreenent
substantially simlar to the original | ease agreenent and t he new | ease
agreenent is made in good faith and in a commercially reasonable
manner, the |essee may recover from the |essor as damages (i) the
present value, as of the date of the commencenent of the termof the
new | ease agreenment, of the rent under the new | ease applicable to that
period of the new | ease termwhich is conparable to the then remaining
termof the original |ease agreenent m nus the present value as of the
same date of the total rent for the then remaining | ease termof the
original |ease agreenent, and (ii) any incidental or consequenti al
damages, |ess expenses saved in consequence of the |lessor's default.

(3) If a lessee's cover is by |ease agreenent that for any reason
does not qualify for treatnent under subsection (2) of this section, or
is by purchase or otherw se, the | essee may recover fromthe | essor as
if the | essee had el ected not to cover and RCW 62A. 2A- 519 governs.
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Sec. 906. RCW 62A. 2A-519 and 1993 ¢ 230 s 2A-519 are each anended
to read as foll ows:

LESSEE' S DAMAGES FOR NONDELI VERY, REPUDI ATI ON, DEFAULT, AND BREACH
OF WARRANTY IN REGARD TO ACCEPTED GOODS. (1) Except as otherw se
provided with respect to damages |liquidated in the | ease agreenent (RCW
62A. 2A-504) or otherwise determned pursuant to agreenment of the
parties (((REW-62A—1-102(3)))) (RCW 62A.1-302 and_ 62A 2A-503), if a
| essee elects not to cover or a | essee elects to cover and the cover is
by | ease agreenent that for any reason does not qualify for treatnent
under RCWG62A. 2A-518(2), or is by purchase or otherw se, the neasure of
damages for nondelivery or repudiation by the |lessor or for rejection
or revocation of acceptance by the |essee is the present val ue, as of
the date of the default, of the then market rent mnus the present
value as of the sane date of the original rent, conputed for the
remaining lease term of the original |ease agreenent, together wth
i nci dent al and consequenti al damages, | ess expenses saved in
consequence of the | essor's default.

(2) Market rent is to be determ ned as of the place for tender or,
in cases of rejection after arrival or revocation of acceptance, as of
t he place of arrival

(3) Except as otherw se agreed, if the |l essee has accepted goods
and given notification (RCWG62A. 2A-516(3)), the neasure of danages for
nonconform ng tender or delivery or other default by a |lessor is the
loss resulting in the ordinary course of events from the |essor's
default as determned in any manner that is reasonable together with
i nci dent al and consequenti al damages, | ess expenses saved in
consequence of the | essor's default.

(4) Except as otherw se agreed, the neasure of damages for breach
of warranty is the present value at the tinme and pl ace of acceptance of
the difference between the value of the use of the goods accepted and
the value if they had been as warranted for the |lease term unless
speci al circunmstances show proxi mate damages of a different anount,
together with incidental and consequenti al danages, | ess expenses saved
i n consequence of the |essor's default or breach of warranty.

Sec. 907. RCWG62A. 2A-526 and 2011 c 336 s 824 are each anended to
read as foll ows:
LESSOR S STOPPAGE OF DELIVERY IN TRANSIT OR OTHERW SE. (L A
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| essor may stop delivery of goods in the possession of a carrier or
other bailee if the |l essor discovers the | essee to be insolvent and nmay
stop delivery of carload, truckl oad, planeload, or |arger shipnments of
express or freight if the | essee repudiates or fails to nake a paynent
due before delivery, whether for rent, security, or otherw se under the
| ease contract, or for any other reason the lessor has a right to
wi t hhol d or take possessi on of the goods.

(2) I'n pursuing its renedi es under subsection (1) of this section,
the | essor may stop delivery until:

(a) Receipt of the goods by the |essee;

(b) Acknow edgnent to the | essee by any bail ee of the goods, except
a carrier, that the bail ee holds the goods for the | essee; or

(c) Such an acknow edgnent to the |lessee by a carrier via
reshi pment or as a warehouse ((eperater)).

(3)(a) To stop delivery, a lessor shall so notify as to enable the
bai | ee by reasonable diligence to prevent delivery of the goods.

(b) After notification, the bailee shall hold and deliver the goods
according to the directions of the |lessor, but the lessor is liable to
the bail ee for any ensui ng charges or damages.

(c) A carrier who has issued a nonnegotiable bill of [ading is not
obliged to obey a notification to stop received from a person other
t han t he consi gnor.

Sec. 908. RCW 62A. 2A-527 and 1993 c¢ 230 s 2A-527 are each anended
to read as foll ows:

LESSOR S RIGHTS TO DI SPOSE OF GOODS. (1) After a default by a
| essee under the | ease contract of the type described in RCW62A. 2A- 523
(1) or (3)(a) or after the lessor refuses to deliver or takes
possessi on of goods (RCW 62A. 2A-525 or 62A 2A-526), or, if agreed,
after other default by a | essee, the | essor may di spose of the goods
concerned or the wundelivered balance thereof by |ease, sale, or
ot herw se.

(2) Except as otherw se provided with respect to damages |i qui dated
in the |ease agreement (RCW 62A. 2A-504) or otherw se determ ned
pursuant to agreenent of the parties (({REW62A1-102(3))) (RCWG62A. 1-
302 and 62A 2A-503), if the disposition is by |ease agreenent
substantially simlar to the original |ease agreenment and the new | ease
agreenent is made in good faith and in a commercially reasonable
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manner, the | essor nmay recover fromthe | essee as damages (i) accrued
and unpaid rent as of the date of the commencenent of the termof the
new | ease agreenent, (ii) the present value, as of the same date, of
the total rent for the then remaining |l ease termof the original |ease
agreenent mnus the present value, as of the same date, of the rent
under the new | ease agreenent applicable to that period of the new
| ease term which is conparable to the then remaining term of the
original |ease agreenent, and (iii) any incidental damages allowed
under RCW 62A. 2A-530, less expenses saved in consequence of the
| essee's default.

(3) If the lessor's disposition is by | ease agreenent that for any
reason does not qualify for treatment under subsection (2) of this
section, or is by sale or otherwise, the |lessor may recover fromthe
| essee as if the |l essor had el ected not to di spose of the goods and RCW
62A. 2A- 528 governs.

(4) A subsequent buyer or | essee who buys or | eases fromthe | essor
in good faith for value as a result of a disposition under this section
takes the goods free of the original |ease contract and any rights of
the original |essee even though the lessor fails to conply with one or
nore of the requirenents of this Article.

(5) The lessor is not accountable to the | essee for any profit nmade
on any disposition. A lessee who has rightfully rejected or
justifiably revoked acceptance shall account to the lessor for any
excess over the anpbunt of the |essee's security interest (RCW62A. 2A-

508((£5)))) -

Sec. 909. RCW62A. 2A-528 and 1993 c¢ 230 s 2A-528 are each anended
to read as foll ows:

LESSOR S DAMAGES FOR NONACCEPTANCE, FAI LURE TO PAY, REPUDI ATI ON, OR
OTHER DEFAULT. (1) Except as otherwise provided wth respect to
damages liquidated in the | ease agreenent (RCW 62A. 2A-504) or otherw se
determ ned pursuant to agreenent of the parties (({REAWE62A1-102(3}))
(RCW 62A. 1-302 and 62A. 2A-503), if a lessor elects to retain the goods
or a lessor elects to dispose of the goods and the disposition is by
| ease agreenent that for any reason does not qualify for treatnent
under RCW 62A. 2A-527(2), or is by sale or otherwi se, the Iessor may
recover fromthe | essee as damages for a default of the type described
in RCW 62A. 2A-523 (1) or (3)(a), or, if agreed, for other default of

p. 77 ESHB 2197. SL



© 00 N O Ol WDN P

T e N e e e e T
© 0o NOoO o WDN PR O

20
21

22
23
24
25
26
27
28
29
30
31
32
33
34
35

the | essee, (i) accrued and unpaid rent as of the date of default if
the | essee has never taken possession of the goods, or, if the | essee
has taken possession of the goods, as of the date the |I|essor
repossesses the goods or an earlier date on which the |essee nmakes a
tender of the goods to the lessor, (ii) the present value as of the
date determ ned under (i) of this subsection (({HD{+)—efthisseetion))
of the total rent for the then remaining | ease termof the origina
| ease agreenment mnus the present value as of the sane date of the
mar ket rent at the place where the goods are | ocated conputed for the
sane |lease term and (iii) any incidental danmages allowed under RCW
62A. 2A- 530, | ess expenses saved i n consequence of the | essee's default.

(2) If the neasure of damages provided in subsection (1) of this
section is inadequate to put a lessor in as good a position as
performance woul d have, the neasure of danmages is the present val ue of
the profit, including reasonable overhead, the | essor would have nade
from full performance by the |essee, together with any incidental
damages allowed under RCW 62A 2A-530, due allowance for costs
reasonably incurred and due credit for paynents or proceeds of
di sposi tion.

PART X
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 3

Sec. 1001. RCWG62A. 3-103 and 1993 ¢ 229 s 5 are each anended to
read as foll ows:

DEFINITIONS. (a) Inthis Article:

(1) "Acceptor" nmeans a drawee who has accepted a draft.

(2) "Drawee" neans a person ordered in a draft to make paynent.

(3) "Drawer"™ neans a person who signs or is identified in a draft
as a person ordering paynent.

(4) ((“Coed—tatth—preans—honesty—in—fact—and—the—observance—ol
reasonable—comveretal—standards—oftatr—dealing—) ) [ Reserved. ]

(5) "Maker" nmeans a person who signs or is identified in a note as
a person undertaking to pay.

(6) "Order” neans a witten instruction to pay noney signed by the
person giving the instruction. The instruction may be addressed to any
person, including the person giving the instruction, or to one or nore
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persons jointly or in the alternative but not in succession. An
authorization to pay is not an order unless the person authorized to
pay is also instructed to pay.

(7) "Ordinary care" in the case of a person engaged in business
means observance of reasonable conmmerci al standards, prevailing in the
area in which the person is located, with respect to the business in
whi ch the person is engaged. In the case of a bank that takes an
i nstrunment for processing for collection or paynent by autonmated neans,
reasonabl e comerci al standards do not require the bank to exam ne the
instrunment if the failure to examne does not violate the bank's
prescribed procedures and the bank's procedures do not vary
unreasonably fromgeneral banking usage not di sapproved by this Article
or Article 4.

(8) "Party" means a party to an instrunent.

(9) "Prom se" neans a witten undertaking to pay noney signed by
t he person undertaking to pay. An acknow edgnent of an obligation by
the obligor is not a prom se unless the obligor also undertakes to pay
t he obligation.

(10) "Prove" with respect to a fact neans to neet the burden of
establishing the fact (RCW62A. 1-201(b)(8)).

(11) "Remtter" neans a person who purchases an instrunent fromits
issuer if the instrunment is payable to an identified person other than
t he purchaser

(b) Oher definitions applying tothis Article and the sections in
whi ch t hey appear are:

"Acceptance” RCW 62A.3-409
"Accommodated party” RCW 62A.3-419
"Accommodation party" RCW 62A.3-419
"Alteration” RCW 62A.3-407
" Anomalous indorsement” RCW 62A.3-205
"Blank indorsement” RCW 62A.3-205
"Cashier's check" RCW 62A.3-104
"Certificate of deposit" RCW 62A.3-104
"Certified check” RCW 62A.3-409
"Check” RCW 62A.3-104
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"Consideration"”

"Draft"

"Holder induecourse"
"Incomplete instrument”
"Indorsement”
"Indorser"

"Instrument”

"Issue"

"I ssuer”

"Negotiable instrument"
"Negotiation”

"Note"

"Payable at adefinite time"
"Payable ondemand"
"Payable tobearer"
"Payable toorder"

" Payment"

"Person entitledto enforce"
" Presentment”
"Reacquisition”

"Special indorsement"
"Teller's check"
"Transfer of instrument"
"Traveler's check”
"Value"

(c) The following definitions

Article:

ESHB 2197. SL

((-Bank-

"Banking day"
"Clearing house"
"Collecting bank"
"Depositary bank"
"Documentary draft"

"Intermediary bank™

80

RCW 62A.3-303
RCW 62A.3-104
RCW 62A.3-302
RCW 62A.3-115
RCW 62A.3-204
RCW 62A.3-204
RCW 62A.3-104
RCW 62A.3-105
RCW 62A.3-105
RCW 62A.3-104
RCW 62A.3-201
RCW 62A.3-104
RCW 62A.3-108
RCW 62A.3-108
RCW 62A.3-109
RCW 62A.3-109
RCW 62A.3-602
RCW 62A.3-301
RCW 62A.3-501
RCW 62A.3-207
RCW 62A.3-205
RCW 62A.3-104
RCW 62A.3-203
RCW 62A.3-104
RCW 62A.3-303

ot her

RCW-62A-4-105))
RCW 62A.4-104
RCW 62A.4-104
RCW 62A.4-105
RCW 62A.4-105
RCW 62A.4-104

RCW 62A.4-105
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"ltem" RCW 62A.4-104
"Payor bank" RCW 62A.4-105
"Suspends payments" RCW 62A.4-104

(d) In addition, Article 1 contains general definitions and
principles of construction and interpretation applicable throughout
this Article.

PART XI
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 4

Sec. 1101. RCW62A. 4-104 and 1995 c 48 s 56 are each anended to
read as foll ows:

DEFI NI TI ONS AND | NDEX OF DEFINITIONS. (a) In this Article, unless
t he context otherw se requires:

(1) "Account"™ neans any deposit or credit account with a bank,
including a denmand, tine, savings, passbook, share draft, or |Iike
account, other than an account evidenced by a certificate of deposit;

(2) "Afternoon" neans the period of a day between noon and

m dni ght ;
(3) "Banking day" nmeans the part of a day on which a bank is open
to the public for carrying on substantially all of its banking

functions, except that it shall not include a Saturday, Sunday, or
| egal holi day;

(4) "dearing house" nmeans an associ ati on of banks or ot her payors
regularly clearing itens;

(5) "Custoner" neans a person having an account with a bank or for
whom a bank has agreed to collect itenms, including a bank that
mai nt ai ns an account at anot her bank;

(6) "Docunmentary draft"™ neans a draft to be presented for
acceptance or paynent if specified docunents, certificated securities
(RCW 62A.8-102) or instructions for wuncertificated securities (RCW
62A. 8-102), or other certificates, statenents, or the |like are to be
received by the drawee or other payor before acceptance or paynent of
t he draft;

(7) "Draft™ means a draft as defined in RCWG62A 3-104 or an item
ot her than an instrunent, that is an order;

(8) "Drawee" neans a person ordered in a draft to nmake paynent;
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(9) "lItent nmeans an instrunment or a pronm se or order to pay noney
handl ed by a bank for collection or paynment. The termdoes not include
a paynent order governed by Article 4A or a credit or debit card slip;

(10) "M dnight deadline” wth respect to a bank is mdnight onits
next banking day follow ng the banking day on which it receives the
relevant item or notice or from which the time for taking action
commences to run, whichever is |later;

(11) "Settle" nmeans to pay in cash,
in a charge or credit or by remttance, or
settlement may be either provisional or final;

(12) "Suspends paynents" with respect to a bank neans that it has
been closed by order of the supervisory authorities, that a public
of ficer has been appointed to take it over or that it ceases or refuses
to make paynents in the ordinary course of business.

(b) Oher definitions applying tothis Article and the sections in
whi ch they appear are:

by cl earing-house settl enent,
otherwi se as agreed. A

"Agreement for electronic

presentment” RCW 62A .4-110.
"Bank" RCW 62A .4-105.
"Collecting bank" RCW 62A .4-105.
"Depositary bank" RCW 62A .4-105.
"Intermediary bank" RCW 62A.4-105.
"Payor bank" RCW 62A .4-105.
"Presenting bank" RCW 62A .4-105.
"Presentment notice" RCW 62A.4-110.

(c) "Control" as_provided in_RCW 62A 7-106_and_the
definitions in other articles apply to this Article:

foll ow ng

" Acceptance” RCW 62A.3-4009.
"Alteration" RCW 62A.3-407.
"Cashier's check” RCW 62A.3-104.
"Certificate of deposit"” RCW 62A.3-104.
"Certified check" RCW 62A.3-4009.
"Check’ RCW 62A.3-104.
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"Draft" RCW 62A.3-104.

((“Good-faith" ROW-62A-3-163))
"Holder induecourse" RCW 62A.3-302.
"Instrument” RCW 62A.3-104.
"Notice of dishonor" RCW 62A.3-503.
"Order" RCW 62A.3-103.
"Ordinary care" RCW 62A.3-103.
"Person entitledtoenforce” RCW 62A.3-301.
"Presentment” RCW 62A.3-501.
"Promise" RCW 62A.3-103.
"Prove’ RCW 62A.3-103.
"Teller's check" RCW 62A.3-104.
"Unauthorized signature” RCW 62A.3-403.

(d) In addition Article 1 contains general definitions and
principles of construction and interpretation applicable throughout
this Article.

Sec. 1102. RCW62A.4-210 and 2001 ¢ 32 s 13 are each anended to
read as foll ows:

SECURI TY |INTEREST OF COLLECTING BANK |IN [|ITEMS, ACCOVPANYI NG
DOCUMENTS AND PROCEEDS. (a) A collecting bank has a security interest
in an itemand any acconpanyi ng docunents or the proceeds of either:

(1) I'n case of an itemdeposited in an account, to the extent to
which credit given for the itemhas been wi thdrawn or applied,;

(2) In case of anitemfor which it has given credit available for
wi thdrawal as of right, to the extent of the credit given whether or
not the credit is drawn upon or there is a right of charge-back; or

(3) If it makes an advance on or against the item

(b) If credit given for several itens received at one tinme or
pursuant to a single agreenent is withdrawn or applied in part, the
security interest remains wupon all the itens, any acconpanying
docunents or the proceeds of either. For the purpose of this section,
credits first given are first w thdrawn.

(c) Receipt by a collecting bank of a final settlenent for an item
is a realization on its security interest in the item acconpanying
docunents, and proceeds. So |long as the bank does not receive fina
settlenment for the itemor give up possession of the item or possession
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or _control of the acconpanying docunents for purposes other than
collection, the security interest continues to that extent and is
subject to Article 9A, but:

(1) No security agreenent is necessary to make the security
i nterest enforceable (RCW62A. 9A-203(b)(3)(A));

(2) Nofilingis required to perfect the security interest; and

(3) The security interest has priority over conflicting perfected

security interests in the item acconpanying docunents, or proceeds.

PART XI|
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 4A

Sec. 1201. RCW 62A. 4A-105 and 1991 sp.s. ¢ 21 s 4A-105 are each
anmended to read as foll ows:

OTHER DEFINITIONS. (1) Inthis Article:

(a) "Authorized account” neans a deposit account of a custoner in
a bank designated by the custonmer as a source of paynent orders issued
by the custonmer to the bank. |If a custoner does not so designate an
account, any account of the custonmer is an authorized account if
paynent of a paynent order from that account is not inconsistent with
a restriction on the use of the account.

(b) "Bank" neans a person engaged in the business of banking and
i ncl udes a savi ngs bank, savings and |oan association, credit union
and trust conpany. A branch or separate office of a bank is a separate
bank for purposes of this Article.

(c) "Custoner" neans a person, including a bank, having an account
with a bank or fromwhoma bank has agreed to receive paynent orders.

(d) "Funds-transfer business day" of a receiving bank neans the
part of a day during which the receiving bank is open for the receipt,
processing, and transmttal of paynent orders and cancellations and
anendnent s of paynent orders.

(e) "Funds-transfer systenf neans a wre transfer network,
automat ed cl eari ng house, or other communi cation system of a clearing
house or other association of banks through which a paynent order by a
bank may be transmtted to the bank to which the order is addressed.

() ((“Coed—tatth—preans—honesty—in—fact—and—the—observance—ol
reasonable—comveretal—standards—ofttatr—dealing—) ) [ Reserved. ]
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(g) "Prove" with respect to a fact

establishing the fact (RCW62A.1-201(b)(8)).
(2) Oher definitions applying tothis Article and the sections in

whi ch t hey appear are:

"Acceptance”
"Beneficiary"
"Beneficiary's bank"
"Executed”
"Execution date"

"Funds transfer"

RCW 62A.4A-209
RCW 62A.4A-103
RCW 62A.4A-103
RCW 62A.4A-301
RCW 62A.4A-301
RCW 62A.4A-104

"Funds-transfer systemrule" RCW 62A.4A-501

"Intermediary bank"
"Originator"
"Originator's bank"

RCW 62A.4A-104
RCW 62A.4A-104
RCW 62A.4A-104

"Payment by beneficiary's

bank to beneficiary"

"Payment by originator to

beneficiary"

"Payment by sender to

receiving bank"
"Payment date"
"Payment order"
"Receiving bank"
"Security procedure’
"Sender"

RCW 62A .4A-405

RCW 62A.4A-406

RCW 62A .4A-403
RCW 62A.4A-401
RCW 62A.4A-103
RCW 62A.4A-103
RCW 62A.4A-201
RCW 62A.4A-103

means to neet

t he burden of

(3) The following definitions in Article 4 (RCW62A. 4-101 t hrough

62A. 4-504) apply to this Article:

"Clearing house"

"ltem”

" Suspends payments'

((section4-104 of thisaet))

RCW 62A.4-104

((section4-104 of this-act))

RCW 62A.4-104

((section4-104of thisael))

RCW 62A.4-104
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(4) In addition ((+e)), Article 1 (({REAW—62A1-101—through
62A1-203})) cont ai ns gener al definitions and principles of
construction and interpretation applicable throughout this Article.

Sec. 1202. RCW 62A. 4A-106 and 1991 sp.s. ¢ 21 s 4A-106 are each
anmended to read as foll ows:

TI ME PAYMENT ORDER IS RECEI VED. (1) The tinme of receipt of a
paynment order or comuni cation canceling or anendi ng a paynent order is
determ ned by the rules applicable to receipt of a notice stated in
(( REW-62A1-201(27)) RCWG62A. 1-202. A receiving bank may fix a cut-
off time or times on a funds-transfer business day for the recei pt and
processi ng of paynment orders and communi cati ons canceling or anendi ng
paynent orders. Different cut-off tines may apply to paynent orders,
cancel l ations, or anendnents, or to different categories of paynent
orders, cancellations, or anendnments. A cut-off tinme may apply to
senders generally or different cut-off tinmes may apply to different
senders or categories of paynent orders. If a paynment order or
communi cati on canceling or anmending a paynent order is received after
the close of a funds-transfer business day or after the appropriate
cut-off tinme on a funds-transfer business day, the receiving bank may
treat the paynment order or communication as received at the opening of
t he next funds-transfer business day.

(2) If this Article refers to an execution date or paynent date or
states a day on which a receiving bank is required to take action, and
the date or day does not fall on a funds-transfer business day, the
next day that is a funds-transfer business day is treated as the date
or day stated, unless the contrary is stated in this Article.

Sec. 1203. RCW 62A. 4A-204 and 1991 sp.s. ¢ 21 s 4A-204 are each
anmended to read as foll ows:

REFUND OF PAYMENT AND DUTY OF CUSTOVER TO REPORT W TH RESPECT TO
UNAUTHORI ZED PAYMENT ORDER. (1) If a receiving bank accepts a paynent
order issued in the nane of its customer as sender which is (a) not
aut hori zed and not effective as the order of the customer under RCW
62A. 4A- 202, or (b) not enforceable, in whole or in part, against the
cust onmer under RCWG62A. 4A- 203, the bank shall refund any paynent of the
paynent order received fromthe custoner to the extent the bank is not
entitled to enforce paynent and shall pay interest on the refundable
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anount cal culated fromthe date the bank recei ved paynent to the date
of the refund. However, the custoner is not entitled to interest from
t he bank on the anpbunt to be refunded if the custoner fails to exercise
ordinary care to determne that the order was not authorized by the
custoner and to notify the bank of the relevant facts within a
reasonabl e tinme not exceeding ninety days after the date the custoner
received notification fromthe bank that the order was accepted or that
the custonmer's account was debited with respect to the order. The bank
is not entitled to any recovery from the customer on account of a
failure by the custoner to give notification as stated in this section.

(2) Reasonable tine under subsection (1) of this section may be
fixed by agreenent as stated in ((REA62A1-204(1))) RCW 62A. 1-302(Db),
but the obligation of a receiving bank to refund paynent as stated in
subsection (1) of this_ section nmay not otherwise be varied by
agr eement .

PART XI'I 1
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 5

Sec. 1301. RCWG62A.5-103 and 1997 ¢ 56 s 4 are each anended to
read as foll ows:

SCOPE. ((£3)) (a) This Article applies to letters of credit and
to certain rights and obligations arising out of transactions invol ving
letters of credit.

((2)) (b) The statenent of a rule in this Article does not by
itself require, inply, or negate application of the sane or a different
rule to a situation not provided for, or to a person not specified, in
this Article.

((63))) (c) Wth the exception of this subsection, subsections

((€1))) (a) and (({4))) (d) of this section, RCW 62A. 5-102( ({1 —C)))
(a) (9) and ((&))) (10), 62A. 5-106(({4))) (d), and 62A 5-114(({4)))

(d), and except to the extent prohibited in ((REW62A1-102(3))) RCW
62A. 1-302 and 62A.5-117((4))) (d), the effect of this Article may be

varied by agreement or by a provision stated or incorporated by
reference in an undertaking. A termin an agreenent or undertaking
generally excusing liability or generally limting renedies for failure
to performobligations is not sufficient to vary obligations prescribed
by this Article.
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((4))) (d) R ghts and obligations of an issuer to a beneficiary or
a nom nated person under a letter of credit are independent of the
exi stence, performance, or nonperfornmance of a contract or arrangenent
out of which the letter of credit arises or which underlies it,
including contracts or arrangenents between the issuer and the
appl i cant and between the applicant and the beneficiary.

PART XI'V
AMENDMENTS TO UNI FORM COMMERCI AL CCDE ARTI CLE 8

Sec. 1401. RCWG62A.8-102 and 1995 ¢ 48 s 2 are each anended to
read as foll ows:

DEFINITIONS. (1) Inthis Article:

(a) "Adverse claint neans a claim that a claimnt has a property
interest in a financial asset and that it is a violation of the rights
of the claimant for another person to hold, transfer, or deal with the
financi al asset.

(b) "Bearer form" as applied to a certificated security, neans a
formin which the security is payable to the bearer of the security
certificate according toits terns but not by reason of an indorsenent.

(c) "Broker" neans a person defined as a broker or deal er under the
federal securities |laws, but w thout excluding a bank acting in that
capacity.

(d) "Certificated security” neans a security that is represented by
a certificate.

(e) "Cearing corporation" neans:

(i) A person that is registered as a "clearing agency" under the
federal securities |aws;

(i1) Afederal reserve bank; or

(ti1) Any other person that provides clearance or settlenent
services wth respect to financial assets that would require it to
regi ster as a clearing agency under the federal securities | aws but for
an exclusion or exenption from the registration requirenent, if its
activities as a clearing corporation, including adoption of rules, are
subject to regulation by a federal or state governnental authority.

(f) "Conmmuni cate" neans to:

(1) Send a signed witing; or
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(i) Transmt information by any mechanism agreed upon by the
persons transmtting and receiving the information.

(g) "Entitlement holder” neans a person identified in the records
of a securities internmediary as the person having a security
entitlenment against the securities internediary. |If a person acquires
a security entitlement by virtue of RCW 62A. 8-501(2) (b) or (c), that
person is the entitl enent hol der.

(h) "Entitlenent order" neans a notification comunicated to a
securities internediary directing transfer or redenption of a financi al
asset to which the entitlenent holder has a security entitlenent.

(i) "Financial asset," except as otherw se provided in RCW62A. 8-
103, neans:

(1) Asecurity;

(ii) An obligation of a person or a share, participation, or other
interest in a person or in property or an enterprise of a person, which
is, or is of atype, dealt in or traded on financial nmarkets, or which
is recognizedin any area in which it is issued or dealt in as a nmedium
for investnent; or

(ii1) Any property that is held by a securities internediary for
anot her person in a securities account if the securities internediary
has expressly agreed with the other person that the property is to be
treated as a financial asset under this Article.

As context requires, the termneans either the interest itself or the
means by which a person's claim to it is evidenced, including a
certificated or uncertificated security, a security certificate, or a
security entitlenent.

(i) ((“Cood—tai
the —perforrmance—or—enforcenent—of —contracts—or—duttes—wthi-n—thts
Arti-ele——nreans —honesty —in—faect—and —the —ebservance —of —reasonable
cormrerctal—standards—of fai+r—dealing)) [Reserved. ]

(k) "Indorsenent” neans a signature that alone or acconpanied by
other words is made on a security certificate in registered formor on
a separate docunent for the purpose of assigning, transferring, or
redeemng the security or granting a power to assign, transfer, or
redeemit.

(I') "I'nstruction” neans a notification conmunicated to the issuer
of an uncertificated security which directs that the transfer of the
security be registered or that the security be redeened.
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(m "Registered form™" as applied to a certificated security, neans
a formin which:

(1) The security certificate specifies a person entitled to the
security; and

(it) A transfer of the security may be registered upon books
mai ntai ned for that purpose by or on behalf of the issuer, or the
security certificate so states.

(n) "Securities internediary" neans:

(i) Aclearing corporation; or

(ii) A person, including a bank or broker, that in the ordinary
course of its business maintains securities accounts for others and is
acting in that capacity.

(o) "Security," except as otherwise provided in RCW 62A. 8-103,
means an obligation of an issuer or a share, participation, or other
interest in an issuer or in property or an enterprise of an issuer:

(i) Which is represented by a security certificate in bearer or
registered form or the transfer of which may be regi stered upon books
mai nt ai ned for that purpose by or on behal f of the issuer;

(1i) Wiichis one of a class or series or by its terns is divisible

into a class or series of shares, participations, interests, or
obl i gations; and
(Tii) Wich:

(A) Is, or is of atype, dealt in or traded on securities exchanges
or securities markets; or

(B) I's a nmediumfor investnent and by its terns expressly provides
that it is a security governed by this Article.

(p) "Security certificate" neans a certificate representing a
security.

(q) "Security entitlenment"” means the rights and property interest
of an entitlenment holder with respect to a financial asset specified in
Part 5 of this Article.

(r) "Uncertificated security" means a security that 1is not
represented by a certificate.

(2) Oher definitions applying tothis Article and the sections in
whi ch t hey appear are:
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Appropriate person RCW 62A.8-107

Control RCW 62A.8-106
Delivery RCW 62A.8-301
Investment company RCW 62A.8-103
security

| ssuer RCW 62A.8-201
Overissue RCW 62A.8-210
Protected purchaser RCW 62A.8-303
Securities account RCW 62A.8-501

(3) In addition Article 1 contains general definitions and
principles of construction and interpretation applicable throughout
this Article.

(4) The characterization of a person, business, or transaction for
pur poses of this Article does not determ ne the characterization of the
person, business, or transaction for purposes of any other |[aw,
regul ation, or rule.

Sec. 1402. RCW 62A.8-103 and 2000 c¢ 250 s 9A-815 are each anmended
to read as foll ows:

RULES FOR DETERM NI NG WHETHER CERTAI N OBLI GATI ONS AND | NTERESTS ARE
SECURI TI ES OR FI NANCI AL ASSETS. (1) A share or simlar equity interest
issued by a corporation, business trust, joint stock conpany, or
simlar entity is a security.

(2) An "investnent conpany security” is a security. "lnvestnent
conpany security" means a share or simlar equity interest issued by an
entity that is registered as an investnent conpany under the federa
i nvestment conpany laws, an interest in a unit investnent trust that is
so registered, or a face-amobunt certificate issued by a face-anount
certificate conpany that is so registered. Investnment conpany security
does not include an insurance policy or endownent policy or annuity
contract issued by an i nsurance conpany.

(3) An interest in a partnership or limted liability conpany is
not a security unless it is dealt in or traded on securities exchanges
or in securities markets, its terns expressly provide that it is a
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security governed by this Article, or it is an investnent conpany
security. However, an interest in a partnership or limted liability
conpany is a financial asset if it is heldin a securities account.

(4) A witing that is a security certificate is governed by this
Article and not by Article 3, even though it also neets the
requirenments of that Article. However, a negotiable instrunent
governed by Article 3 is a financial asset if it is held in a
securities account.

(5 An option or simlar obligation issued by a clearing
corporation to its participants is not a security, but is a financial
asset .

(6) A commpdity contract, as defined in RCWG62A 9A-102(a)(15), is
not a security or a financial asset.

(7) A docunent of titleis not a financial asset unless RCW 62A. 8-
102(1) (i) (iii) applies.

Sec. 1403. RCW62A.8-103 and 2011 ¢ 74 s 706 are each anended to
read as foll ows:

RULES FOR DETERM NI NG WHETHER CERTAI N OBLI GATI ONS AND | NTERESTS ARE
SECURI TI ES OR FI NANCI AL ASSETS. (1) A share or simlar equity interest
issued by a corporation, business trust, joint stock conpany, or
simlar entity is a security.

(2) An "investnment conpany security"” is a security. "1 nvest nment
conpany security" means a share or simlar equity interest issued by an
entity that is registered as an investnent conpany under the federa
i nvest ment conpany | aws, an interest in a unit investnent trust that is
So registered, or a face-amount certificate issued by a face-anount
certificate conpany that is so registered. Investnment conpany security
does not include an insurance policy or endownent policy or annuity
contract issued by an insurance conpany.

(3) An interest in a partnership or limted liability conpany is
not a security unless it is dealt in or traded on securities exchanges
or in securities markets, its terns expressly provide that it is a
security governed by this Article, or it is an investnent conpany
security. However, an interest in a partnership or limted liability
conpany is a financial asset if it is heldin a securities account.

(4) A witing that is a security certificate is governed by this
Article and not by Article 3, even though it also neets the

ESHB 2197. SL p. 92



©O© 00 N O Ol WDN P

[
o

11
12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

requirenents of that Article. However, a negotiable instrunment
governed by Article 3 is a financial asset if it is held in a
securities account.

(5 An option or simlar obligation issued by a clearing
corporation to its participants is not a security, but is a financial
asset .

(6) A commodity contract, as defined in RCW 62A 9A-102, is not a
security or a financial asset.

(7) A docunent of titleis not a financial asset unless RCW 62A. 8-
102(1) (i) (iii) applies.

PART XV
AMENDMENTS TO UNI FORM COVMERCI AL CCDE ARTI CLE 9A

Sec. 1501. RCW62A.9A-102 and 2001 ¢ 32 s 16 are each anended to
read as foll ows:

DEFI NI TIONS AND | NDEX OF DEFINITIONS. (a) Article 9A definitions.
In this Article:

(1) "Accession" neans goods that are physically united with other
goods in such a manner that the identity of the original goods is not
| ost.

(2) (A "Account," except as used in "account for," nmeans a right to
paynment of a nonetary obligation, whether or not earned by performance,
(1) for property that has been or is to be sold, |eased, licensed
assi gned, or otherw se disposed of, (ii) for services rendered or to be
rendered, (iii) for a policy of insurance issued or to be issued, (iv)
for a secondary obligation incurred or to be incurred, (v) for energy
provided or to be provided, (vi) for the use or hire of a vessel under
a charter or other contract, (vii) arising out of the use of a credit
or charge card or information contained on or for use with the card, or
(viii) as winnings in a lottery or other game of chance operated or
sponsored by a state, governnental unit of a state, or person |icensed
or authorized to operate the gane by a state or governnental unit of a
state. The termincludes heal th-care-insurance receivabl es.

(B) The term does not include (i) rights to paynent evidenced by
chattel paper or an instrument, (ii) commercial tort clains, (iii)
deposit accounts, (iv) investnment property, (v) letter-of-credit rights
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or letters of credit, or (vi) rights to paynment for noney or funds
advanced or sold, other than rights arising out of the use of a credit
or charge card or information contai ned on or for use with the card.

(3) "Account debtor" neans a person obligated on an account,
chattel paper, or general intangible. The term does not include
persons obligated to pay a negotiable instrunment, even if the
instrunment constitutes part of chattel paper.

(4) "Accounting," except as used in "accounting for," neans a
record:

(A) Authenticated by a secured party;

(B) Indicating the aggregate unpaid secured obligations as of a
date not nore than thirty-five days earlier or thirty-five days |later
than the date of the record; and

(© ldentifying the conponents of the obligations in reasonable
detail.

(5) "Agricultural lien" means an interest, other than a security
interest, in farmproducts:

(A) Wi ch secures paynent or performance of an obligation for:

(1) Goods or services furnished in connection with a debtor's
farm ng operation; or

(i1) Rent on real property |leased by a debtor in connection with
its farm ng operation;

(B) Wiich is created by statute in favor of a person that:

(1) In the ordinary course of its business, furnished goods or
services to a debtor in connection with a debtor's farm ng operation;
or

(i1i) Leased real property to a debtor in connection with the
debtor's farm ng operation; and

(C) Wiose effectiveness does not depend on the person's possession
of the personal property.

(6) "As-extracted collateral” neans:

(A Ol, gas, or other mnerals that are subject to a security
interest that:

(1) Is created by a debtor having an interest in the mnerals
before extraction; and

(1i1) Attaches to the mnerals as extracted; or

(B) Accounts arising out of the sale at the well head or m nehead of
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oil, gas, or other mnerals in which the debtor had an interest before
extraction.

(7) "Authenticate" neans:

(A) To sign; or

(B) To execute or otherw se adopt a synbol, or encrypt or simlarly
process a record in whole or in part, wth the present intent of the
aut henticating person to identify the person and adopt or accept a
record.

(8) "Bank"™ means an organi zation that is engaged in the busi ness of
banki ng. The term includes savings banks, savings and |oan
associ ations, credit unions, and trust conpani es.

(9) "Cash proceeds" neans proceeds that are noney, checks, deposit
accounts, or the like.

(10) "Certificate of title" neans a certificate of title wth
respect to which a statute provides for the security interest in
question to be indicated on the certificate as a condition or result of
the security interest's obtaining priority over the rights of a lien
creditor with respect to the coll ateral.

(11) "Chattel paper"™ nmeans a record or records that evidence both
a nonetary obligation and a security interest in specific goods, a
security interest in specific goods and software used in the goods, a
security interest in specific goods and |icense of software used in the
goods, a |ease of specific goods, or a |lease of specific goods and
license of software used in the goods. |In this subsection, "nonetary
obligation" neans a nonetary obligation secured by the goods or owed
under a |lease of the goods and includes a nonetary obligation with
respect to software used in the goods. The term "chattel paper" does
not include ((£Ar)) (i) charters or other contracts involving the use
or hire of a vessel or ((£By)) (ii)records that evidence a right to
paynment arising out of the use of a credit or charge card or
informati on contained on or for use with the card. If a transactionis
evidenced by records that include an instrunment or series of
instrunments, the group of records taken together constitutes chatte

paper .
(12) "Collateral” neans the property subject to a security interest
or agricultural lien. The termincludes:

(A) Proceeds to which a security interest attaches;
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(B) Accounts, chattel paper, paynent intangibles, and prom ssory
notes that have been sol d; and

(C) GCoods that are the subject of a consignnent.

(13) "Commercial tort clainf nmeans a claimarising in tort with
respect to which

(A) The claimant is an organi zation; or

(B) The claimant is an individual, and the claim

(i) Arose in the course of the claimnt's business or profession;
and

(i1) Does not include damages arising out of personal injury to, or
the death of, an individual.

(14) "Commodity account” neans an account mai ntained by a commodity
intermediary in which a coomodity contract is carried for a conmodity
cust omer.

(15) "Commodity contract” nmeans a commodity futures contract, an
option on a commodity futures contract, a comodity option, or another
contract if the contract or option is:

(A) Traded on or subject to the rules of a board of trade that has
been designated as a contract market for such a contract pursuant to
federal commodities |aws; or

(B) Traded on a foreign comodity board of trade, exchange, or
market, and is carried on the books of a comopdity internmediary for a
comodi ty custoner.

(16) "Commodity custoner"” neans a person for which a commodity
internmediary carries a commodity contract on its books.

(17) "Commodity internediary” nmeans a person that:

(A) Is registered as a futures conm ssion nerchant under federa
commodities |aw, or

(B) In the ordinary course of its business, provides clearance or
settlement services for a board of trade that has been designhated as a
contract market pursuant to federal commodities | aw

(18) "Comruni cate" neans:

(A) To send a witten or other tangible record,

(B) To transmt a record by any neans agreed upon by the persons
sendi ng and receiving the record; or

(© In the case of transmssion of a record to or by a filing
office, to transmt a record by any neans prescribed by filing-office
rule.
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(19) "Consignee" neans a nerchant to which goods are delivered in
a consi gnment .

(20) "Consignnent" means a transaction, regardless of its form in
whi ch a person delivers goods to a nerchant for the purpose of sale
and:

(A) The nerchant:

(1) Deals in goods of that kind under a nanme other than the nanme of
t he person nmaki ng delivery;

(1i) I's not an auctioneer; and

(iti1) I's not generally known by its creditors to be substantially
engaged in selling the goods of others;

(B) Wth respect to each delivery, the aggregate val ue of the goods
i's one thousand dollars or nore at the tinme of delivery;

(C The goods are not consuner goods inmredi ately before delivery;
and

(D) The transaction does not create a security interest that
secures an obligation.

(21) "Consignor" neans a person that delivers goods to a consignee
in a consignnent.

(22) "Consuner debtor"” neans a debtor in a consuner transaction.

(23) "Consuner goods" neans goods that are used or bought for use
primarily for personal, famly, or househol d purposes.

(24) "Consuner-goods transaction" neans a consuner transaction in
whi ch:

(A) An individual incurs a consuner obligation; and

(B) A security interest in consuner goods secures the obligation.

(25) "Consuner obligation" nmeans an obligation which:

(A) Isincurred as part of a transaction entered into primarily for
personal, famly, or househol d purposes; and

(B) Arises from an extension of credit, or commtnent to extend
credit, in an aggregate anount not exceeding forty thousand dollars, or
is secured by personal property used or expected to be used as a
princi pal dwelling.

"Consuner obligor” neans an obligor who is an individual and who
i ncurred a consuner obligation.

(26) "Consuner transaction"” neans a transaction in which ((AH))
(i) an individual incurs a consuner obligation, (((B)y)) (ii) a security
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interest secures the obligation, and ((€6-)) (iii) the collateral is
hel d or acquired primarily for personal, famly, or househol d purposes.
The termincl udes consuner-goods transacti ons.

(27) "Continuation statenment” neans an anmendnent of a financing
stat enent whi ch:

(A) ldentifies, by its file nunber, the initial financing statenent
to which it relates; and

(B) Indicates that it is a continuation statenent for, or that it
is filed to continue the effectiveness of, the identified financing
statement .

(28) "Debtor" neans:

(A) A person having an interest, other than a security interest or
other lien, inthe collateral, whether or not the person is an obligor;

(B) A seller of accounts, chattel paper, paynent intangibles, or
prom ssory notes; or

(C A consignee.

(29) "Deposit account"” nmeans a demand, tine, savings, passbook, or
simlar account maintained with a bank. The term does not include
i nvestment property or accounts evidenced by an instrunent.

(30) "Docunent" nmeans a docunent of title or a receipt of the type
described in RCWG62A. 7-201( (&) ) (b).

(31) "Electronic chattel paper"” nmeans chattel paper evidenced by a
record or records consisting of information stored in an electronic
medi um

(32) "Encunbrance" neans a right, other than an ownership interest,
in real property. The termincludes nortgages and other |iens on real
property.

(33) "Equi pnrent" means goods ot her than inventory, farm products,
or consuner goods.

(34) "Farm products” neans goods, other than standing tinber, with
respect to which the debtor is engaged in a farm ng operation and which
ar e:

(A) Crops grown, growi ng, or to be grown, including:

(1) Crops produced on trees, vines, and bushes; and

(11) Aquatic goods produced i n aquacul tural operations;

(B) Livestock, born or unborn, including aquatic goods produced in
aquacul tural operations;

(C) Supplies used or produced in a farm ng operation; or
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(D) Products of crops or livestock in their unmanufactured states.

(35) "Farm ng operation" neans raising, cultivating, propagating,
fattening, grazing, or any other farm ng, |ivestock, or aquacultura
oper ati on.

(36) "File nunber” neans the nunber assigned to an initial
financi ng statenent pursuant to RCWG62A. 9A-519(a).

(37) "Filing office" neans an office designated in RCW 62A. 9A-501
as the place to file a financing statenent.

(38) "Filing-office rule" neans a rule adopted pursuant to RCW
62A. 9A- 526.

(39) "Financing statenent” nmeans a record or records conposed of an
initial financing statenment and any filed record relating to the
initial financing statenent.

(40) "Fixture filing" neans the filing of a financing statenent
covering goods that are or are to beconme fixtures and satisfying RCW
62A. 9A-502 (a) and (b). The termincludes the filing of a financing
statement covering goods of a transmtting utility which are or are to
becone fi xtures.

(41) "Fixtures" neans goods that have becone so related to
particular real property that an interest in them arises under rea
property | aw.

(42) "Ceneral intangible" neans any personal property, including
things in action, other than accounts, chattel paper, comrercial tort
clains, deposit accounts, docunents, goods, instrunents, investnent
property, letter-of-credit rights, letters of credit, noney, and oil
gas, or other mnerals before extraction. The term includes paynent
i nt angi bl es and sof t war e.

(43) (({‘“Good—fath—neans—honesty—in—lFact—and—the—observance—ol
reasonable—comveretal—standards—oftatr—dealing—) ) [ Reserved. ]

(44) "Goods" neans all things that are novable when a security
interest attaches. The term includes ((£Ar)) (i) fixtures, ((€B)))
(ii) standing tinber that is to be cut and renoved under a conveyance
or contract for sale, ((&5)) (iii) the wunborn young of aninmals,
((Byr)) (iv) crops grown, growing, or to be grown, even if the crops
are produced on trees, vines, or bushes, and ((&)) (v) manufactured
homes. The termal so i ncludes a conputer program enbedded i n goods and
any supporting information provided in connection with a transaction
relating to the programif (i) the programis associated with the goods
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in such a manner that it customarily is considered part of the goods,
or (ii) by becom ng the owner of the goods, a person acquires a right
to use the programin connection with the goods. The term does not
i ncl ude a conput er program enbedded i n goods that consist solely of the
medium in which the program is enbedded. The term also does not
i nclude accounts, chattel paper, comercial tort «clains, deposit
accounts, docunents, general intangibles, instrunents, investnent
property, letter-of-credit rights, letters of credit, noney, or oil,
gas, or other mnerals before extraction or a manufactured hone
converted to real property under chapter 65.20 RCW

(45) "CGovernnental unit" nmeans a subdivision, agency, departnent,
county, parish, nmunicipality, or other unit of the governnent of the
United States, a state, or a foreign country. The term includes an
organi zati on having a separate corporate existence if the organi zation
is eligible to issue debt on which interest is exenpt from incone
taxation under the | aws of the United States.

(46) "Health-care-insurance receivable" nmeans an interest in or
claimunder a policy of insurance which is a right to paynent of a
nonet ary obligation for health-care goods or services provided.

(47) "Instrunment” neans a negotiable instrunment or any other
writing that evidences a right to the paynent of a nonetary obligation,
is not itself a security agreenent or lease, and is of a type that in
ordinary course of business is transferred by delivery with any
necessary i ndorsenment or assignnment. The termadoes not include ((A))))
(i) investnent property, ((€By)) (ii) letters of credit, ((£6)) (ii)
witings that evidence a right to paynent arising out of the use of a
credit or charge card or information contained on or for use with the
card, ((By)) (iv) witings that do not contain a pronm se or order to
pay, or ((€Br)) (v) witings that are expressly nontransferable or
nonassi gnabl e.

(48) "lnventory" nmeans goods, other than farm products, which:

(A) Are | eased by a person as |essor;

(B) Are held by a person for sale or |ease or to be furnished under
a contract of service;

(C Are furnished by a person under a contract of service; or

(D) Consist of raw materials, work in process, or materials used or
consuned i n a business.
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(49) "lnvestnent property" neans a security, whether certificated
or uncertificated, security entitlenment, securities account, commodity
contract, or commodity account.

(50) "Jurisdiction of organization," with respect to a registered
organi zati on, nmeans the jurisdiction under whose |aw the organi zation
IS organi zed.

(51) "Letter-of-credit right" neans a right to paynent or
performance under a letter of credit, whether or not the beneficiary
has demanded or is at the tinme entitled to demand paynent or
performance. The term does not include the right of a beneficiary to
demand paynent or performance under a letter of credit.

(52) "Lien creditor" nmeans:

(A) Acreditor that has acquired a lien on the property invol ved by
attachnment, |evy, or the |ike;

(B) An assignee for benefit of <creditors from the tine of
assi gnnent ;

(C© A trustee in bankruptcy from the date of the filing of the
petition; or

(D) Areceiver in equity fromthe tine of appointnent.

(53) "Manufactured honme" neans a nmanufactured honme or nobile hone
as defined i n RCW 46. 04. 302.

(54) [Reserved]

(55) "Mortgage" neans a consensual interest in real property,
including fixtures, which secures paynent or performance of an
obl i gati on.

(56) "New debtor" neans a person that becones bound as debtor under
RCW 62A. 9A-203(d) by a security agreenent previously entered into by
anot her person.

(57) "New value" neans (((A)) (i) noney, ((€Bp)) (ii)noney's
worth in property, services, or newcredit, or ((€6)) (iii) release by
a transferee of an interest in property previously transferred to the
transferee. The term does not include an obligation substituted for
anot her obligation.

(58) "Noncash proceeds" neans proceeds ot her than cash proceeds.

(59) "Obligor" nmeans a person that, with respect to an obligation
secured by a security interest in or an agricultural lien on the
collateral, ((Ar)) (i) owes paynent or other performance of the
obligation, ((By)) (ii) has provided property other than the
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collateral to secure paynent or other performance of the obligation, or
((©-)) (iii) is otherwi se accountable in whole or in part for paynent
or other performance of the obligation. The term does not include
i ssuers or nom nated persons under a letter of credit.

(60) "Original debtor", except as used in RCW62A. 9A-310(c), neans
a person that, as debtor, entered into a security agreenment to which a
new debt or has becone bound under RCW 62A. 9A- 203(d).

(61) "Paynent intangi ble" nmeans a general intangi ble under which
t he account debtor's principal obligation is a nonetary obligation.

(62) "Person related to,” wth respect to an individual, neans:

(A) The spouse of the individual;

(B) A brother, brother-in-law, sister, or sister-in-law of the
i ndi vi dual ;

(© An ancestor or lineal descendant of the individual or the
i ndi vidual ' s spouse; or

(D) Any other relative, by blood or marriage, of the individual or
t he individual's spouse who shares the sane hone with the individual.

(63) "Personrelated to,” wth respect to an organi zati on, neans:

(A) A person directly or indirectly controlling, controlled by, or
under common control with the organization;

(B) An officer or director of, or a person performng simlar
functions with respect to, the organization;

(© An officer or director of, or a person performng simlar
functions with respect to, a person described in (63)(A) of this
subsecti on;

(D) The spouse of an individual described in (63)(A), (B), or (O
of this subsection; or

(E) An individual who is related by blood or marriage to an
i ndi vidual described in (63)(A), (B), (C, or (D of this subsection
and shares the sane honme with the individual.

(64) "Proceeds", except as used in RCW 62A 9A-609(b), neans the
foll ow ng property:

(A) Whatever is acquired upon the sale, |ease, |icense, exchange,
or other disposition of collateral;

(B) Whatever is collected on, or distributed on account of,
col | ateral;

(© Rights arising out of collateral;
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(D) To the extent of the value of collateral, clains arising out of
the | oss, nonconformty, or interference with the use of, defects or
infringenent of rights in, or damage to, the collateral; or

(E) To the extent of the value of collateral and to the extent
payabl e to the debtor or the secured party, insurance payable by reason
of the loss or nonconformty of, defects or infringenment of rights in,
or damage to, the coll ateral

(65) "Prom ssory note" neans an i nstrunent that evidences a prom se
to pay a nonetary obligation, does not evidence an order to pay, and
does not contain an acknow edgnent by a bank that the bank has received
for deposit a sum of noney or funds.

(66) "Proposal"™ neans a record authenticated by a secured party,
which includes the ternms on which the secured party is wlling to
accept collateral in full or partial satisfaction of the obligation it
secures pursuant to RCW 62A. 9A- 620, 62A. 9A-621, and 62A. 9A-622.

(67) "Public-finance transaction"” means a secured transaction in
connection wth which:

(A) Debt securities are issued,;

(B) Al or a portion of the securities issued have an initial
stated maturity of at |east twenty years; and

(C) The debtor, obligor, secured party, account debtor or other
person obligated on collateral, assignor or assignee of a secured
obligation, or assignor or assignee of a security interest is a state
or a governnental unit of a state.

(68) "Pursuant to conmtnent,” with respect to an advance nade or
ot her value given by a secured party, nmeans pursuant to the secured
party's obligation, whether or not a subsequent event of default or
ot her event not within the secured party's control has relieved or may
relieve the secured party fromits obligation

(69) "Record," except as used in "for record,” "of record,” "record
or legal title,” and "record owner," neans information that 1is
inscribed on a tangi ble nediumor which is stored in an el ectronic or
other nmediumand is retrievable in perceivable form

(70) "Registered organization" neans an organization organized
solely under the |law of a single state or the United States and as to
which the state or the United States nust maintain a public record
show ng the organi zation to have been organi zed.

(71) "Secondary obligor" neans an obligor to the extent that:
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(A) The obligor's obligation is secondary; or

(B) The obligor has a right of recourse with respect to an
obligation secured by coll ateral against the debtor, another obligor,
or property of either.

(72) "Secured party" neans:

(A) A person in whose favor a security interest is created or
provi ded for under a security agreenent, whether or not any obligation
to be secured is outstanding;

(B) A person that holds an agricultural |ien;

(© A consignor;

(D) A person to which accounts, chattel paper, paynent intangibles,
or prom ssory notes have been sol d;

(E) Atrustee, indenture trustee, agent, collateral agent, or other
representative in whose favor a security interest or agricultural lien
is created or provided for; or

(F) A person that holds a security interest arising under RCW
62A. 2- 401, 62A.2-505, 62A. 2-711(3), 62A 2A-508(5), 62A. 4-210, or 62A. 5-
118.

(73) "Security agreenent" neans an agreenent that creates or
provides for a security interest.

(74) "Send," in connection with a record or notification, neans:

(A) To deposit in the mail, deliver for transm ssion, or transmt
by any other wusual neans of communication, wth postage or cost of
transm ssion provided for, addressed to any address reasonabl e under
t he circunstances; or

(B) To cause the record or notification to be received wthin the
time that it would have been received if properly sent under (A) of
t his subsecti on.

(75) "Software" neans a conputer program and any supporting
i nformation provided in connection with a transaction relating to the
program The termdoes not include a conputer programthat is included
in the definition of goods.

(76) "State" nmeans a state of the United States, the District of
Colunmbia, Puerto Rico, the United States Virgin Islands, or any
territory or insular possession subject to the jurisdiction of the
United States.

(77) "Supporting obligation" nmeans a letter-of-credit right or
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secondary obligation that

account, chatt el

record or records consisting of

t angi bl e nmedi um

(79) "Term nation statenent”

st at enent whi ch:
(A) ldentifies,
to which it rel ates;

by its file nunber,

and

(B) Indicates either that it

paper"

supports the paynent
paper, a docunent, a genera
instrument, or investnent property.

(78) "Tangible chattel means chatte

informati on that

means an anendment

the initia

performance of an
I ntangi ble, an

paper evidenced by a
inscribed on a

a financing

fi nanci ng st at enent

is atermnation statenent or that the
identified financing statenment is no | onger effective.

(80) "Transmtting utility" means a person primarily engaged in the

busi ness of:

(A) Operating a railroad,
(B) Transm tting conmunications electrically,

or by light;

subway, street railway,

(© Transmtting goods by pipeline or sewer;

(D) Transmtting or

gas, or water.
(b) Definitions

in other articles."Control"

as_provided

or trolley bus;
el ectromagneti cal |y,

producing and transmtting electricity, steam

in RCW

62A. 7-106 and the following definitions in other articles apply to this

Article:

"Applicant."
"Beneficiary."
"Broker."
"Certificated security.”
"Check."

"Clearing corporation.”

"Contract forsale."
"Customer."
"Entitlement holder.”
"Financial asset."
"Holder induecourse.”

"Issuer" withrespectto

documents of title.

RCW 62A.5-102.
RCW 62A.5-102.
RCW 62A.8-102.
RCW 62A.8-102.
RCW 62A.3-104.
RCW 62A.8-102.
RCW 62A.2-106.
RCW 62A.4-104.
RCW 62A.8-102.
RCW 62A.8-102.
RCW 62A.3-302.

RCW 62A.7-102.

p. 105
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(c) Article 1 definitions and

gener al

"Issuer" withrespectto a
letter of credit or letter-
of-credit right.

"Issuer" withrespectto a
security.

"Lease."

"L ease agreement.”

"L ease contract."

"Leasehold interest."

"Lessee.”

"Lessee inordinary course
of business."

"Lessor."

"Lessor's residual interest."

"Letter of credit.”

"Merchant."

"Negotiable instrument.”

"Nominated person.”

"Note."

"Proceeds of aletter of
credit.”

"Prove."

"Sae"

"Securities account.”

"Securities intermediary."

" Security."

"Security certificate."

"Security entitlement.”

"Uncertificated security."

appl i cabl e throughout this Article.

Sec. 1502.
read as foll ows:

DEFI NI TI ONS AND | NDEX OF DEFI NI Tl ONS.

In this Article:

ESHB 2197. SL

RCW 62A.5-102.

RCW 62A.8-201.

RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.

RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.

RCW 62A.5-102.
RCW 62A.2-104.
RCW 62A.3-104.
RCW 62A.5-102.
RCW 62A.3-104.

RCW 62A.5-114.
RCW 62A.3-103.
RCW 62A.2-106.
RCW 62A.8-501.
RCW 62A.8-102.
RCW 62A.8-102.
RCW 62A.8-102.
RCW 62A.8-102.
RCW 62A.8-102.

princi pl es.

p. 106

Article 1 contains

definitions and principles of construction and interpretation

RCW 62A. 9A- 102 and 2011 ¢ 74 s 101 are each anended to

(a) Article 9A definitions.
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(1) "Accession" neans goods that are physically united with other
goods in such a manner that the identity of the original goods is not
| ost.

(2) (A "Account," except as used in "account for," nmeans a right to
paynment of a nonetary obligation, whether or not earned by performance,
(1) for property that has been or is to be sold, |eased, licensed
assi gned, or otherw se disposed of, (ii) for services rendered or to be
rendered, (iii) for a policy of insurance issued or to be issued, (iv)
for a secondary obligation incurred or to be incurred, (v) for energy
provided or to be provided, (vi) for the use or hire of a vessel under
a charter or other contract, (vii) arising out of the use of a credit
or charge card or information contained on or for use wwth the card, or
(viii) as winnings in a lottery or other game of chance operated or
sponsored by a state, governnental unit of a state, or person |icensed
or authorized to operate the gane by a state or governnental unit of a
state. The termincludes heal th-care-insurance receivabl es.

(B) The term does not include (i) rights to paynent evidenced by
chattel paper or an instrument, (ii) commercial tort clains, (iii)
deposit accounts, (iv) investnment property, (v) letter-of-credit rights
or letters of credit, or (vi) rights to paynment for noney or funds
advanced or sold, other than rights arising out of the use of a credit
or charge card or information contai ned on or for use with the card.

(3) "Account debtor" neans a person obligated on an account,
chattel paper, or general intangible. The term does not include
persons obligated to pay a negotiable instrunment, even if the
instrunment constitutes part of chattel paper.

(4) "Accounting," except as used in "accounting for," neans a
record:

(A) Authenticated by a secured party;

(B) Indicating the aggregate unpaid secured obligations as of a
date not nore than thirty-five days earlier or thirty-five days |later
than the date of the record; and

(© ldentifying the conponents of the obligations in reasonable
detail.

(5) "Agricultural lien" means an interest, other than a security
interest, in farmproducts:

(A) Wi ch secures paynent or performance of an obligation for:
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(1) Goods or services furnished in connection with a debtor's
farm ng operation; or

(ii) Rent on real property |leased by a debtor in connection with
its farm ng operation;

(B) Wiich is created by statute in favor of a person that:

(1) In the ordinary course of its business, furnished goods or
services to a debtor in connection with a debtor's farm ng operation;
or

(1i) Leased real property to a debtor in connection with the
debtor's farm ng operation; and

(C Wiose effectiveness does not depend on the person's possession
of the personal property.

(6) "As-extracted collateral” neans:

(A) Ol, gas, or other mnerals that are subject to a security
interest that:

(1) Is created by a debtor having an interest in the mnerals
before extraction; and

(1i) Attaches to the mnerals as extracted; or

(B) Accounts arising out of the sale at the well head or m nehead of
oil, gas, or other mnerals in which the debtor had an interest before
extraction.

(7) "Authenticate" neans:

(A) To sign; or

(B) Wth present intent to adopt or accept a record, to attach to
or logically associate with the record an el ectronic sound, synbol, or
process.

(8) "Bank"™ means an organi zation that is engaged in the busi ness of
banki ng. The term includes savings banks, savings and |oan
associ ations, credit unions, and trust conpani es.

(9) "Cash proceeds" neans proceeds that are noney, checks, deposit
accounts, or the like.

(10) "Certificate of title" neans a certificate of title with
respect to which a statute provides for the security interest in
question to be indicated on the certificate as a condition or result of
the security interest's obtaining priority over the rights of a lien
creditor wwth respect to the collateral. The term includes another
record maintained as an alternative to a certificate of title by the
governnmental wunit that issues certificates of title if a statute
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permts the security interest in question to be indicated on the record
as a condition or result of the security interest's obtaining priority
over therights of alien creditor with respect to the collateral.

(11) "Chattel paper" neans a record or records that evidence both
a nonetary obligation and a security interest in specific goods, a
security interest in specific goods and software used in the goods, a
security interest in specific goods and |license of software used in the
goods, a |ease of specific goods, or a |lease of specific goods and
i cense of software used in the goods. |In this subsection, "nonetary
obligation" neans a nonetary obligation secured by the goods or owed
under a |lease of the goods and includes a nonetary obligation with
respect to software used in the goods. The term"chattel paper" does
not include ((£Ar)) (i) charters or other contracts involving the use
or hire of a vessel or ((By)) (ii) records that evidence a right to
paynent arising out of the use of a credit or charge card or
informati on contained on or for use with the card. If a transactionis
evidenced by records that include an instrunment or series of
instrunments, the group of records taken together constitutes chatte

paper .
(12) "Collateral” neans the property subject to a security interest
or agricultural lien. The termincludes:

(A) Proceeds to which a security interest attaches;

(B) Accounts, chattel paper, paynent intangibles, and prom ssory
not es that have been sol d; and

(C) GCoods that are the subject of a consignnent.

(13) "Commercial tort claint nmeans a claimarising in tort with
respect to which

(A) The claimant is an organi zation; or

(B) The claimant is an individual, and the claim

(i) Arose in the course of the claimant's busi ness or profession;
and

(i1) Does not include damages arising out of personal injury to, or
the death of, an individual.

(14) "Comodity account” neans an account nai ntai ned by a commodity
intermediary in which a coomodity contract is carried for a conmodity
cust omer.

(15) "Commopdity contract” nmeans a commodity futures contract, an
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option on a commodity futures contract, a comodity option, or another
contract if the contract or option is:

(A) Traded on or subject to the rules of a board of trade that has
been designated as a contract market for such a contract pursuant to
federal commodities |aws; or

(B) Traded on a foreign comodity board of trade, exchange, or
market, and is carried on the books of a comopdity internediary for a
comodi ty custoner.

(16) "Commodity custoner"” neans a person for which a comodity
internediary carries a commodity contract on its books.

(17) "Commodity internediary" neans a person that:

(A) Is registered as a futures conm ssion nerchant under federa
commodities |aw, or

(B) In the ordinary course of its business, provides clearance or
settlement services for a board of trade that has been designated as a
contract market pursuant to federal commodities | aw

(18) "Commruni cate" neans:

(A) To send a witten or other tangible record,

(B) To transmt a record by any neans agreed upon by the persons
sendi ng and receiving the record; or

(© In the case of transmssion of a record to or by a filing
office, to transmt a record by any neans prescribed by filing-office
rule.

(19) "Consignee" neans a nerchant to which goods are delivered in
a consi gnment .

(20) "Consignnent"” means a transaction, regardless of its form in
whi ch a person delivers goods to a nerchant for the purpose of sale
and:

(A) The nerchant:

(1) Deals in goods of that kind under a name other than the nanme of
t he person nmaki ng delivery;

(1i) I's not an auctioneer; and

(ti1) I's not generally known by its creditors to be substantially
engaged in selling the goods of others;

(B) Wth respect to each delivery, the aggregate val ue of the goods
i's one thousand dollars or nore at the tinme of delivery;

(© The goods are not consunmer goods imredi ately before delivery;
and
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(D) The transaction does not create a security interest that
secures an obligation.

(21) "Consignor" neans a person that delivers goods to a consignee
in a consignnent.

(22) "Consuner debtor"” neans a debtor in a consuner transaction.

(23) "Consuner goods" neans goods that are used or bought for use
primarily for personal, famly, or househol d purposes.

(24) "Consuner-goods transaction" neans a consuner transaction in
whi ch:

(A) An individual incurs a consuner obligation; and

(B) A security interest in consuner goods secures the obligation.

(25) "Consuner obligation" nmeans an obligation which:

(A) Isincurred as part of a transaction entered into primarily for
personal, famly, or househol d purposes; and

(B) Arises from an extension of credit, or commtnent to extend
credit, in an aggregate anount not exceeding forty thousand dollars, or
is secured by personal property used or expected to be used as a
princi pal dwelling.

"Consuner obligor"™ neans an obligor who is an individual and who
i ncurred a consuner obligation.

(26) "Consuner transaction"” neans a transaction in which ((AH))
(i) an individual incurs a consuner obligation, (((B)y)) (ii) a security
i nterest secures the obligation, and ((€6-)) (iii) the collateral is
hel d or acquired primarily for personal, famly, or househol d purposes.
The termincl udes consuner-goods transacti ons.

(27) "Continuation statenent” neans an anmendnent of a financing
stat enent whi ch:

(A) ldentifies, by its file nunber, the initial financing statenent
to which it relates; and

(B) Indicates that it is a continuation statenent for, or that it
is filed to continue the effectiveness of, the identified financing
statement .

(28) "Debtor" neans:

(A) A person having an interest, other than a security interest or
other lien, inthe collateral, whether or not the person is an obligor;

(B) A seller of accounts, chattel paper, paynent intangibles, or
prom ssory notes; or

(© A consignee.
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(29) "Deposit account" nmeans a demand, tine, savings, passbook, or
simlar account maintained with a bank. The term does not include
i nvestment property or accounts evidenced by an instrunent.

(30) "Docunent" nmeans a docunent of title or a receipt of the type
described in RCW62A. 7-201( (&) ) (b).

(31) "Electronic chattel paper"” nmeans chattel paper evidenced by a
record or records consisting of information stored in an electronic
medi um

(32) "Encunbrance" neans a right, other than an ownership interest,
in real property. The termincludes nortgages and other |iens on real
property.

(33) "Equi pnrent" means goods ot her than inventory, farm products,
or consuner goods.

(34) "Farm products” neans goods, other than standing tinber, with
respect to which the debtor is engaged in a farm ng operation and which
ar e:

(A) Crops grown, growi ng, or to be grown, including:

(1) Crops produced on trees, vines, and bushes; and

(11) Aquatic goods produced i n aquacul tural operations;

(B) Livestock, born or unborn, including aquatic goods produced in
aquacul tural operations;

(C Supplies used or produced in a farm ng operation; or

(D) Products of crops or livestock in their unmanufactured states.

(35) "Farm ng operation" neans raising, cultivating, propagating,
fattening, grazing, or any other farm ng, |ivestock, or aquacultura
oper ati on.

(36) "File nunber” neans the nunber assigned to an initial
financi ng statenent pursuant to RCWG62A. 9A-519(a).

(37) "Filing office" neans an office designated in RCW 62A. 9A-501
as the place to file a financing statenent.

(38) "Filing-office rule" nmeans a rule adopted pursuant to RCW
62A. 9A- 526.

(39) "Financing statenent” nmeans a record or records conposed of an
initial financing statenment and any filed record relating to the
initial financing statenent.

(40) "Fixture filing" nmeans the filing of a financing statenent
covering goods that are or are to beconme fixtures and satisfying RCW
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62A. 9A-502 (a) and (b). The termincludes the filing of a financing
statement covering goods of a transmtting utility which are or are to
becone fi xtures.

(41) "Fixtures" nmeans goods that have becone so related to
particular real property that an interest in them arises under rea
property | aw.

(42) "Ceneral intangible" neans any personal property, including
things in action, other than accounts, chattel paper, comrercial tort
clains, deposit accounts, docunents, goods, instrunents, investnent
property, letter-of-credit rights, letters of credit, noney, and oil
gas, or other mnerals before extraction. The term includes paynent
i nt angi bl es and sof t war e.

(43) ((“Cood—fath—neans—honesty—in—Fact—and—the—observance—ol
reasonab-e—comverctal—standards—eofttatr—dealing—) ) [ Reserved. ]

(44) "Goods" neans all things that are novable when a security
interest attaches. The term includes ((£Ar)) (i) fixtures, ((€B)))
(ii) standing tinber that is to be cut and renoved under a conveyance
or contract for sale, ((&5-)) (iii) the wunborn young of aninmals,
((6Byr)) (iv) crops grown, growing, or to be grown, even if the crops
are produced on trees, vines, or bushes, and ((&)) (v) manufactured
homes. The termal so i ncludes a conputer program enbedded i n goods and
any supporting information provided in connection with a transaction
relating to the programif (i) the programis associated with the goods
in such a manner that it customarily is considered part of the goods,
or (ii) by becom ng the owner of the goods, a person acquires a right
to use the programin connection with the goods. The term does not
i ncl ude a conput er program enbedded i n goods that consist solely of the
medium in which the program is enbedded. The term also does not
i nclude accounts, chattel paper, comercial tort «clains, deposit
accounts, docunents, general intangibles, instrunents, investnent
property, letter-of-credit rights, letters of credit, noney, or oil,
gas, or other mnerals before extraction or a manufactured hone
converted to real property under chapter 65.20 RCW

(45) "Governnental unit" nmeans a subdivision, agency, departnent,
county, parish, nmunicipality, or other unit of the governnent of the
United States, a state, or a foreign country. The term includes an
organi zati on having a separate corporate existence if the organi zation
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is eligible to issue debt on which interest is exenpt from incone
taxation under the | aws of the United States.

(46) "Health-care-insurance receivable" neans an interest in or
claimunder a policy of insurance which is a right to paynent of a
nonetary obligation for health-care goods or services provided.

(47) "lInstrunment” neans a negotiable instrument or any other
writing that evidences a right to the paynent of a nonetary obligation,
is not itself a security agreenent or lease, and is of a type that in
ordinary course of business is transferred by delivery wth any
necessary i ndorsenent or assignnment. The termadoes not include ((A)))
(i) investnent property, ((€By)) (ii) letters of credit, ((£6)) (i)
witings that evidence a right to paynent arising out of the use of a
credit or charge card or information contained on or for use with the
card, ((¢Br)) (iv) witings that do not contain a prom se or order to
pay, or ((€Br)) (v) witings that are expressly nontransferable or
nonassi gnabl e.

(48) "lnventory" nmeans goods, other than farm products, which:

(A) Are | eased by a person as |essor;

(B) Are held by a person for sale or |ease or to be furnished under
a contract of service;

(C Are furnished by a person under a contract of service; or

(D) Consist of raw materials, work in process, or materials used or
consuned i n a business.

(49) "lnvestnent property" neans a security, whether certificated
or uncertificated, security entitlenment, securities account, commodity
contract, or commodity account.

(50) "Jurisdiction of organization," with respect to a registered
organi zati on, nmeans the jurisdiction under whose | aw the organi zation
is formed or organi zed.

(51) "Letter-of-credit right" nmeans a right to paynent or
performance under a letter of credit, whether or not the beneficiary
has demanded or is at the tinme entitled to demand paynent or
performance. The term does not include the right of a beneficiary to
demand paynent or performance under a letter of credit.

(52) "Lien creditor" neans:

(A) Acreditor that has acquired a lien on the property invol ved by
attachnent, levy, or the |ike;
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(B) An assignee for benefit of <creditors from the tine of
assi gnnent ;

(© A trustee in bankruptcy from the date of the filing of the
petition; or

(D) Areceiver in equity fromthe tine of appointnent.

(53) "Manufactured hone" neans a nmanufactured honme or nobile hone
as defined i n RCW 46. 04. 302.

(54) [Reserved]

(55) "Mortgage" neans a consensual interest in real property,
including fixtures, which secures paynent or performance of an
obl i gati on.

(56) "New debtor" neans a person that becones bound as debtor under
RCW 62A. 9A-203(d) by a security agreenent previously entered into by
anot her person.

(57) "New value" nmeans ((Ar)) (i) noney, ((€Bp)) (ii) noney's
worth in property, services, or newcredit, or ((€6)) (iii) release by
a transferee of an interest in property previously transferred to the
transferee. The term does not include an obligation substituted for
anot her obligation.

(58) "Noncash proceeds" neans proceeds ot her than cash proceeds.

(59) "Obligor" nmeans a person that, with respect to an obligation
secured by a security interest in or an agricultural lien on the
collateral, ((Ar)) (i) owes paynent or other performance of the
obligation, ((By)) (ii) has provided property other than the
collateral to secure paynent or other performance of the obligation, or
((©-)) (iii) is otherwi se accountable in whole or in part for paynent
or other performance of the obligation. The term does not include
i ssuers or nom nated persons under a letter of credit.

(60) "Original debtor", except as used in RCW62A. 9A-310(c), neans
a person that, as debtor, entered into a security agreenment to which a
new debt or has becone bound under RCW 62A. 9A- 203(d).

(61) "Paynent intangi ble" nmeans a general intangi ble under which
t he account debtor's principal obligation is a nonetary obligation.

(62) "Person related to,”™ with respect to an individual, neans:

(A) The spouse or state registered donestic partner of the
i ndi vi dual

(B) A brother, brother-in-law, sister, or sister-in-law of the
i ndi vi dual
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(G An ancestor or lineal descendant of the individual or the
i ndividual's spouse or state regi stered donestic partner; or

(D) Any other relative, by blood or by marriage or other |aw, of
the individual or the individual's spouse or state regi stered donestic
partner who shares the sane hone with the individual.

(63) "Personrelated to,” wth respect to an organi zati on, neans:

(A) A person directly or indirectly controlling, controlled by, or
under common control with the organization;

(B) An officer or director of, or a person performng simlar
functions with respect to, the organization;

(© An officer or director of, or a person performng simlar
functions with respect to, a person described in (63)(A) of this
subsecti on;

(D) The spouse or state registered donestic partner of an
i ndi vi dual described in (63)(A), (B), or (C of this subsection; or

(E) An individual who is related by blood or by marriage or other
law to an individual described in (63)(A, (B), (C, or (D of this
subsection and shares the sanme honme with the individual.

(64) "Proceeds", except as used in RCW 62A 9A-609(b), neans the
foll ow ng property:

(A) Whatever is acquired upon the sale, |ease, |icense, exchange,
or other disposition of collateral;

(B) Whatever is collected on, or distributed on account of,
col l ateral;

(© Rights arising out of collateral;

(D) To the extent of the value of collateral, clains arising out of
the | oss, nonconformty, or interference with the use of, defects or
infringenment of rights in, or damage to, the collateral; or

(E) To the extent of the value of collateral and to the extent
payabl e to the debtor or the secured party, insurance payable by reason
of the loss or nonconformty of, defects or infringenment of rights in,
or damage to, the collateral.

(65) "Prom ssory note" nmeans an instrunent that evidences a prom se
to pay a nonetary obligation, does not evidence an order to pay, and
does not contain an acknow edgnent by a bank that the bank has received
for deposit a sum of noney or funds.

(66) "Proposal"™ neans a record authenticated by a secured party,
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which includes the ternms on which the secured party is wlling to
accept collateral in full or partial satisfaction of the obligation it
secures pursuant to RCW 62A. 9A- 620, 62A. 9A-621, and 62A. 9A-622.

(67) "Public-finance transaction"” nmeans a secured transaction in
connection wth which:

(A) Debt securities are issued,;

(B) Al or a portion of the securities issued have an initial
stated maturity of at |east twenty years; and

(C The debtor, obligor, secured party, account debtor or other
person obligated on collateral, assignor or assignee of a secured
obligation, or assignor or assignee of a security interest is a state
or a governnental unit of a state.

(68) "Public organic record" neans a record that is available to
the public for inspection and is:

(A) A record consisting of the record initially filed with or
issued by a state or the United States to form or organize an
organi zation and any record filed with or issued by the state or the
United States which anends or restates the initial record;

(B) An organic record of a business trust consisting of the record
initially filed wth a state and any record filed wth the state which
anends or restates the initial record, if a statute of the state
governing business trusts requires that the record be filed with the
state; or

(© A record consisting of |egislation enacted by the |egislature
of a state or the congress of the United States which fornms or
or gani zes an organi zation, any record anendi ng the | egislation, and any
record filed with or issued by the state or the United States which
anmends or restates the nane of the organization.

(69) "Pursuant to commtnent,” with respect to an advance nade or
ot her value given by a secured party, neans pursuant to the secured
party's obligation, whether or not a subsequent event of default or
ot her event not within the secured party's control has relieved or may
relieve the secured party fromits obligation.

(70) "Record," except as used in "for record,"” "of record,” "record
or legal title,” and "record owner," neans information that 1is
inscribed on a tangi ble nmediumor which is stored in an el ectronic or
other mediumand is retrievable in perceivable form
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(71) "Registered organization”" means an organization formed or
organi zed solely under the law of a single state or the United States
by the filing of a public organic record wth, the i ssuance of a public
organi c record by, or the enactnent of |egislation by the state or the
United States. The term includes a business trust that is forned or
organi zed under the law of a single state if a statute of the state
governi ng business trusts requires that the business trust's organic
record be filed with the state.

(72) "Secondary obligor" neans an obligor to the extent that:

(A) The obligor's obligation is secondary; or

(B) The obligor has a right of recourse with respect to an
obligation secured by coll ateral against the debtor, another obligor,
or property of either.

(73) "Secured party" neans:

(A) A person in whose favor a security interest is created or
provi ded for under a security agreenent, whether or not any obligation
to be secured is outstanding;

(B) A person that holds an agricultural I|ien;

(© A consignor;

(D) A person to which accounts, chattel paper, paynent intangibles,
or prom ssory notes have been sol d;

(E) Atrustee, indenture trustee, agent, coll ateral agent, or other
representative in whose favor a security interest or agricultural lien
is created or provided for; or

(F) A person that holds a security interest arising under RCW
62A. 2- 401, 62A.2-505, 62A. 2-711(3), 62A 2A-508(5), 62A. 4-210, or 62A. 5-
118.

(74) "Security agreenent" neans an agreenent that creates or
provides for a security interest.

(75) "Send," in connection with a record or notification, neans:

(A) To deposit in the mail, deliver for transm ssion, or transmt
by any other wusual neans of communication, wth postage or cost of
transm ssion provided for, addressed to any address reasonabl e under
t he circunstances; or

(B) To cause the record or notification to be received wthin the
tinme that it would have been received if properly sent under (75)(A) of
t hi s subsecti on.
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(76) "Software" neans a conputer program and any supporting
i nformati on provided in connection with a transaction relating to the
program The termdoes not include a conputer programthat is included
in the definition of goods.

(77) "State" neans a state of the United States, the District of
Colunmbia, Puerto Rico, the United States Virgin Islands, or any
territory or insular possession subject to the jurisdiction of the
United States.

(78) "Supporting obligation" neans a letter-of-credit right or
secondary obligation that supports the paynment or performance of an
account, chattel paper, a docunent, a general intangible, an
i nstrument, or investnent property.

(79) "Tangible chattel paper" means chattel paper evidenced by a
record or records consisting of information that is inscribed on a
t angi bl e medi um

(80) "Termnation statenment” neans an anendnent of a financing
st at enent whi ch:

(A) ldentifies, by its file nunber, the initial financing statenent
to which it relates; and

(B) Indicates either that it is a termnation statenment or that the
identified financing statenment is no | onger effective.

(81) "Transmtting utility" means a person primarily engaged in the
busi ness of:

(A) Operating a railroad, subway, street railway, or trolley bus;

(B) Transm tting conmunications electrically, electromagnetically,
or by light;

(C Transmtting goods by pipeline or sewer; or

(D) Transmtting or producing and transmtting electricity, steam
gas, or water.

(b) Definitions in other articles.”"Control" as_provided in_RCW
62A. 7-106 and the following definitions in other articles apply to this
Article:

"Applicant." RCW 62A.5-102.
"Beneficiary." RCW 62A.5-102.
"Broker." RCW 62A.8-102.
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"Certificated security.”
"Check."

"Clearing corporation.”
"Contract for sale."
"Customer."
"Entitlement holder."
"Financial asset."
"Holder induecourse.”

"Issuer” with respectto

documents of title.

"Issuer" withrespectto a
letter of credit or letter-
of-credit right.

"Issuer" withrespectto a
Security.

"Lease."

"L ease agreement.”

"Lease contract."

"Leasehold interest."

"L essee”

"Lessee inordinary course
of business."

"Lessor."

"Lessor's residual interest."

"Letter of credit.”

"Merchant."

"Negotiable instrument.”

"Nominated person.”

"Note."

"Proceeds of aletter of
credit.”

"Prove."

"Sale"

"Securities account.”

"Securities intermediary."

"Security."

"Security certificate."

RCW 62A.8-102.
RCW 62A.3-104.
RCW 62A.8-102.
RCW 62A.2-106.
RCW 62A.4-104.
RCW 62A.8-102.
RCW 62A.8-102.
RCW 62A.3-302.

RCW 62A.7-102.

RCW 62A.5-102.

RCW 62A.8-201.

RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.

RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.2A-103.
RCW 62A.5-102.
RCW 62A.2-104.
RCW 62A.3-104.
RCW 62A.5-102.
RCW 62A.3-104.

RCW 62A.5-114.
RCW 62A.3-103.
RCW 62A.2-106.
RCW 62A.8-501.
RCW 62A.8-102.
RCW 62A.8-102.

RCW 62A.8-102.
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"Security entitlement." RCW 62A.8-102.
"Uncertificated security." RCW 62A.8-102.

(c) Article 1 definitions and principles. Article 1 contains
general definitions and principles of construction and interpretation
appl i cabl e throughout this Article.

Sec. 1503. RCW 62A. 9A-203 and 2000 c¢ 250 s 9A-203 are each anended
to read as foll ows:

ATTACHVENT AND ENFORCEABILITY OF SECURITY | NTEREST; PROCEEDS
SUPPCORTI NG OBLI GATI ONS; FORMAL REQUI SI TES. (a) Attachnent. A security
interest attaches to collateral when it becones enforceabl e agai nst the
debtor with respect to the collateral, unless an agreenent expressly
post pones the tine of attachnent.

(b) Enforceability. Except as otherw se provided in subsections
(c) through (i) of this section, a security interest is enforceable
agai nst the debtor and third parties with respect to the collateral
only if:

(1) Val ue has been given;

(2) The debtor has rights in the collateral or the power to
transfer rights inthe collateral to a secured party; and

(3) One of the following conditions is net:

(A) The debtor has authenticated a security agreenent that provides
a description of the collateral and, if the security interest covers
tinmber to be cut, a description of the | and concer ned;

(B) The collateral is not a certificated security and is in the
possessi on of the secured party under RCW 62A. 9A-313 pursuant to the
debtor's security agreenent;

(C The collateral is a certificated security in registered form
and the security certificate has been delivered to the secured party
under RCWG62A. 8-301 pursuant to the debtor's security agreenent; or

(D) The collateral is deposit accounts, electronic chattel paper,
i nvestnment property, ((er)) letter-of-credit rights, or_ electronic

docunents, and the secured party has control under RCW 62A. 7-106,

62A. 9A- 104, 62A.9A-105, 62A. 9A-106, or 62A 9A-107 pursuant to the
debtor's security agreenent.

(c) Oher UCC provisions. Subsection (b) of this section is
subj ect to RCW62A. 4-210 on the security interest of a collecting bank,

p. 121 ESHB 2197. SL



© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNDMDNDNMNDNMDDNMNDNMDNMNMNMDNEPRPPRPEPRPRPRPPRPERPRRERPPRPRE
0O N Ol A W NPEFP O OOWwNOD O P WNEPEOOOOOWwWNO O wDNDER.Oo

RCW 62A. 5-118 on the security interest of a letter-of-credit issuer or
nom nat ed person, RCW 62A. 9A-110 on a security interest arising under
Article 2 or 2A, and RCWG62A. 9A- 206 on security interests in investnent
property.

(d) When person becones bound by another person's security
agreenent. A person becones bound as debtor by a security agreenent
entered into by another person if, by operation of |aw other than this
Article or by contract:

(1) The security agreenent becones effective to create a security
interest in the person's property; or

(2) The person becones generally obligated for the obligations of
t he other person, including the obligation secured under the security
agreenent, and acquires or succeeds to all or substantially all of the
assets of the other person.

(e) Effect of new debtor becom ng bound. |If a new debtor becones
bound as debtor by a security agreenent entered into by another person:

(1) The agreenent satisfies subsection (b)(3) of this section with
respect to existing or after-acquired property of the new debtor to the
extent the property is described in the agreenent; and

(2) Another agreenent is not necessary to nmake a security interest
in the property enforceable.

(f) Proceeds and supporting obligations. The attachnent of a
security interest in collateral gives the secured party the rights to
proceeds provided by RCW 62A 9A-315 and is also attachnent of a
security interest in a supporting obligation for the collateral.

(g) Lien securing right to paynent. The attachment of a security
interest in a right to paynent or perfornmance secured by a security
interest or other |lien on personal or real property is also attachnment
of a security interest in the security interest, nortgage, or other
I'ien.

(h) Security entitlenent carried in securities account. The
attachment of a security interest in a securities account is also
attachnment of a security interest in the security entitlenments carried
in the securities account.

(1) Commodity contracts carried in commopdity account. The
attachment of a security interest in a comodity account is also
attachnment of a security interest in the commodity contracts carried in
the comobdity account.
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Sec. 1504. RCW 62A. 9A-207 and 2000 ¢ 250 s 9A-207 are each anended
to read as foll ows:

RI GHTS AND DUTI ES OF SECURED PARTY HAVI NG POSSESSI ON OR CONTROL OF
COLLATERAL. (a) Duty of care when secured party in possession. Except
as otherwise provided in subsection (d) of this section, a secured
party shall use reasonable care in the custody and preservation of
collateral in the secured party's possession. |In the case of chatte
paper or an instrunent, reasonable care includes taking necessary steps
to preserve rights against prior parties unless otherw se agreed.

(b) Expenses, risks, duties, and rights when secured party in
possessi on. Except as otherw se provided in subsection (d) of this
section, if a secured party has possession of collateral:

(1) Reasonable expenses, including the cost of insurance and
paynment of taxes or other charges, incurred in the custody,
preservation, use, or operation of the collateral are chargeable to the
debtor and are secured by the collateral;

(2) The risk of accidental |oss or damage is on the debtor to the
extent of a deficiency in any effective insurance coverage;

(3) The secured party shall keep the collateral identifiable, but
fungi bl e col |l ateral nay be conm ngl ed; and

(4) The secured party may use or operate the collateral:

(A) For the purpose of preserving the collateral or its val ue;

(B) As permtted by an order of a court having conpetent
jurisdiction; or

(C Except in the case of consuner goods, in the manner and to the
extent agreed by the debtor.

(c) Duties and rights when secured party in possession or control.
Except as otherwise provided in subsection (d) of this section, a
secured party having possession of collateral or control of collateral
under RCWG62A. 7- 106, 62A. 9A- 104, 62A. 9A-105, 62A. 9A-106, or 62A. 9A-107

(1) May hold as additional security any proceeds, except nobney or
funds, received fromthe collateral;

(2) Shall apply noney or funds received from the collateral to
reduce the secured obligation, unless remitted to the debtor; and

(3) May create a security interest in the collateral

(d) Buyer of certain rights to paynent. |If the secured party is a
buyer of accounts, chattel paper, paynment intangi bles, or prom ssory
notes or a consi gnor:
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(1) Subsection (a) of this section does not apply unless the
secured party is entitled under an agreenent:

(A) To charge back uncoll ected coll ateral; or

(B) OGherwise to full or limted recourse agai nst the debtor or a
secondary obligor based on the nonpaynent or other default of an
account debtor or other obligor on the collateral; and

(2) Subsections (b) and (c) of this section do not apply.

Sec. 1505. RCW 62A.9A-208 and 2001 ¢ 32 s 21 are each anended to
read as foll ows:

ADDI TI ONAL DUTI ES OF SECURED PARTY HAVI NG CONTROL OF COLLATERAL.
(a) Applicability of section. This section applies to cases in which
there is no outstanding secured obligation and the secured party is not
commtted to make advances, incur obligations, or otherw se give val ue.

(b) Duties of secured party after receiving demand from debtor
Wthin ten days after receiving an authenticated denmand by the debtor:

(1) A secured party having control of a deposit account under RCW
62A. 9A-104(a)(2) shall send to the bank wth which the deposit account
is mai ntained an authenticated statenment that releases the bank from
any further obligation to conply with instructions originated by the
secured party;

(2) A secured party having control of a deposit account under RCW
62A. 9A-104(a) (3) shall

(A) Pay the debtor the balance on deposit in the deposit account;
or

(B) Transfer the bal ance on deposit into a deposit account in the
debtor's nane;

(3) A secured party, other than a buyer, having control of
el ectronic chattel paper under RCWG62A. 9A- 105 shal |

(A) Communicate the authoritative copy of the electronic chattel
paper to the debtor or its designated custodian;

(B) If the debtor designates a custodian that is the designated
custodian with which the authoritative copy of the electronic chattel
paper is nmaintained for the secured party, comuni cate to the custodi an
an authenticated record releasing the designated custodian from any
further obligation to conply wth instructions originated by the
secured party and instructing the custodian to conply with instructions
originated by the debtor; and
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(C) Take appropriate action to enable the debtor or its designated
custodian to make copies of or revisions to the authoritative copy
whi ch add or change an identified assignee of the authoritative copy
w t hout the consent of the secured party;

(4) A secured party having control of investnment property under RCW
62A. 8-106(4)(b) or 62A 9A-106(b) shall send to the securities
intermediary or commodity internmediary wth which the security
entitlement or coomodity contract is maintained an authenticated record
that releases the securities internmediary or commodity internediary
from any further obligation to conply with entitlenment orders or
directions originated by the secured party; ((and))

(5 A secured party having control of a letter-of-credit right
under RCW 62A. 9A- 107 shall send to each person having an unful filled
obligation to pay or deliver proceeds of the letter of credit to the
secured party an authenticated release fromany further obligation to
pay or deliver proceeds of the letter of credit to the secured party;
and

(6) A secured party having control of an electronic docunent shall:

(A) Gve control of the electronic docunent to the debtor or its
desi gnat ed cust odi an;

(B) If the debtor designates a custodian that is the designated
custodian with which the authoritative copy of the el ectronic docunent
is mintained for the secured party, communicate to_the custodian an
authenticated record releasing the designated custodian_ from any
further obligation to_ conply wth instructions_originated by the
secured party and instructing the custodian to conply with instructions
originated by the debtor; and

(C) Take appropriate action to enable the debtor or its designated
custodian_to_neke copies _of or_ revisions to the_ authoritative_ copy
whi ch add_or change an_identified assignee of the authoritative copy
wi t hout the consent of the secured party.

Sec. 1506. RCW 62A.9A-301 and 2001 ¢ 32 s 22 are each anended to
read as foll ows:

LAW GOVERNI NG PERFECTION AND PRICRITY OF SECURITY | NTERESTS.
Except as otherw se provided in RCW 62A. 9A- 303 t hr ough 62A. 9A- 306, the
following rules determ ne the | aw governing perfection, the effect of
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perfection or nonperfection, and the priority of a security interest in
col | at er al

(1) Except as otherwi se provided in this section, while a debtor is
| ocated in a jurisdiction, the local |aw of that jurisdiction governs
perfection, the effect of perfection or nonperfection, and the priority
of a security interest in collateral.

(2) Wiile collateral is located in a jurisdiction, the |local |aw of
that jurisdiction governs perfection, the effect of perfection or
nonperfection, and the priority of a possessory security interest in
that coll ateral.

(3) Except as otherw se provided in subsection (4) of this section,
whil e tangi ble negotiable docunents, goods, instrunments, noney, or
tangi bl e chattel paper is located in a jurisdiction, the local |aw of
that jurisdiction governs:

(A) Perfection of a security interest in the goods by filing a
fixture filing;

(B) Perfection of a security interest in tinber to be cut; and

(C) The effect of perfection or nonperfection and the priority of
a nonpossessory security interest in the collateral.

(4) The local law of the jurisdiction in which the wellhead or
m nehead is |ocated governs perfection, the effect of perfection or
nonperfection, and the priority of a security interest in as-extracted
col | at er al

Sec. 1507. RCW 62A. 9A-310 and 2000 ¢ 250 s 9A-310 are each anended
to read as foll ows:

VWHEN FI LI NG REQUI RED TO PERFECT SECURI TY | NTEREST OR AGRI CULTURAL
LIEN;, SECURITY |INTERESTS AND AGRICULTURAL LIENS TO WH CH FILING
PROVI SIONS DO NOT APPLY. (a) Ceneral rule: Perfection by filing.
Except as otherw se provided in subsections (b) and (d) of this section
and RCW 62A. 9A-312(b), a financing statenent nust be filed to perfect
all security interests and agricultural |iens.

(b) Exceptions: Filing not necessary. The filing of a financing
statenent is not necessary to perfect a security interest:

(1) That is perfected under RCWG62A. 9A-308 (d), (e), (f), or (9);

(2) That is perfected under RCWG62A. 9A- 309 when it attaches;

(3) In property subject to a statute, regulation, or treaty
descri bed in RCW62A. 9A-311(a);
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(4) I'n goods in possession of a bailee which is perfected under RCW
62A. 9A-312(d) (1) or (2);

(5 In certificated securities, docunents, goods, or instrunents
which is perfected without filing, control, or possession under RCW
62A. 9A- 312 (e), (f), or (9);

(6) In collateral in the secured party's possession under RCW
62A. 9A- 313;

(7) In a certificated security which is perfected by delivery of
the security certificate to the secured party under RCWG62A. 9A- 313;

(8 In deposit accounts, electronic chattel paper, electronic
docunents, investnment property, or letter-of-credit rights which is
perfected by control under RCWG62A. 9A- 314;

(9) I'n proceeds which is perfected under RCWG62A. 9A- 315; or

(10) That is perfected under RCW62A. 9A- 316.

(c) Assignnent of perfected security interest. |If a secured party
assigns a perfected security interest or agricultural lien, a filing
under this Article is not required to continue the perfected status of
the security interest against creditors of and transferees from the
ori gi nal debtor.

(d) Further exception: Filing not necessary for handler's I|ien.
The filing of a financing statenent is not necessary to perfect the
agricultural lien of a handler on orchard crops as provided in RCW
60. 11. 020(3) .

Sec. 1508. RCW 62A.9A-310 and 2011 c 74 s 709 are each anended to
read as foll ows:

VWHEN FI LI NG REQUI RED TO PERFECT SECURI TY | NTEREST OR AGRI CULTURAL
LIEN;, SECURITY |INTERESTS AND AGRICULTURAL LIENS TO WH CH FILING
PROVI SIONS DO NOT APPLY. (a) Ceneral rule: Perfection by filing.
Except as ot herw se provided in subsections (b) and (d) of this section
and RCW 62A. 9A-312(b), a financing statenent nmust be filed to perfect
all security interests and agricultural |iens.

(b) Exceptions: Filing not necessary. The filing of a financing
statenent is not necessary to perfect a security interest:

(1) That is perfected under RCWG62A. 9A-308 (d), (e), (f), or (9);

(2) That is perfected under RCWG62A. 9A- 309 when it attaches;

(3) In property subject to a statute, regulation, or treaty
described in RCW62A. 9A-311(a);
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(4) I'n goods in possession of a bailee which is perfected under RCW
62A. 9A-312(d) (1) or (2);

(5 In certificated securities, docunents, goods, or instrunents
which is perfected without filing, control, or possession under RCW
62A. 9A- 312 (e), (f), or (9);

(6) In collateral in the secured party's possession under RCW
62A. 9A- 313;

(7) In a certificated security which is perfected by delivery of
the security certificate to the secured party under RCWG62A. 9A- 313;

(8 In deposit accounts, electronic chattel paper, electronic
docunents, investnment property, or letter-of-credit rights which is
perfected by control under RCWG62A. 9A- 314;

(9) I'n proceeds which is perfected under RCWG62A. 9A- 315; or

(10) That is perfected under RCW62A. 9A- 316.

(c) Assignnent of perfected security interest. |If a secured party
assigns a perfected security interest or agricultural lien, a filing
under this Article is not required to continue the perfected status of
the security interest against creditors of and transferees from the
ori gi nal debtor.

(d) Further exception: Filing not necessary for handler's I|ien.
The filing of a financing statenent is not necessary to perfect the
agricultural lien of a handler on orchard crops as provided in RCW
60. 11. 020(3) .

Sec. 1509. RCW 62A. 9A-312 and 2000 ¢ 250 s 9A-312 are each anended
to read as foll ows:

PERFECTION OF SECURITY |INTERESTS |IN CHATTEL PAPER, DEPCSIT
ACCOUNTS, DOCUNMENTS, GOODS COVERED BY  DOCUMENTS, | NSTRUMENTS,
| NVESTMENT PROPERTY, LETTER- OF-CREDI T RI GHTS, AND MONEY; PERFECTI ON BY
PERM SSI VE FI LI NG TEMPORARY PERFECTI ON W THOUT FI LI NG OR TRANSFER OF
POSSESSION.  (a) Perfection by filing permtted. A security interest

in chattel paper, negotiable docunents, instrunents, or investnent
property may be perfected by filing.
(b) Control or possession of certain collateral. Except as

ot herwi se provided in RCW 62A. 9A-315 (c¢) and (d) for proceeds:
(1) A security interest in a deposit account nay be perfected only
by control under RCW 62A. 9A- 314;
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(2) And except as otherwise provided in RCW 62A 9A-308(d), a
security interest in a letter-of-credit right my be perfected only by
control under RCWG62A. 9A- 314; and

(3) A security interest in noney may be perfected only by the
secured party's taking possessi on under RCWG62A. 9A- 313.

(c) Goods covered by negotiable docunent. While goods are in the
possession of a bailee that has issued a negotiabl e docunent covering
t he goods:

(1) Asecurity interest in the goods may be perfected by perfecting
a security interest in the docunent; and

(2) Asecurity interest perfected in the docunent has priority over
any security interest that becones perfected in the goods by another
met hod during that tine.

(d) Goods covered by nonnegoti abl e docunent. \Wile goods are in
the possession of a bailee that has issued a nonnegoti abl e docunent
covering the goods, a security interest in the goods may be perfected
by:

(1) Issuance of a docunent in the nane of the secured party;

(2) The bailee's receipt of notification of the secured party's
interest; or

(3) Filing as to the goods.

(e) Tenporary perfection: New val ue. A security interest in
certificated securities, negotiable docunents, or instrunents 1is
perfected without filing or the taking of possession or control for a
period of twenty days fromthe tine it attaches to the extent that it
ari ses for new val ue given under an authenticated security agreenent.

(f) Tenporary perfection: Goods or docunents made available to
debtor. A perfected security interest in a negotiable docunent or
goods in possession of a bailee, other than one that has issued a
negoti abl e docunent for the goods, remains perfected for twenty days
without filing if the secured party nmakes avail able to the debtor the
goods or docunents representing the goods for the purpose of:

(1) Utimte sale or exchange; or

(2) Loadi ng, unl oadi ng, storing, shi ppi ng, t ransshi ppi ng,
manuf act uri ng, processing, or otherwise dealing with themin a nmanner
prelimnary to their sale or exchange.

(g) Tenporary perfection: Delivery of security certificate or
instrument to debtor. A perfected security interest in a certificated
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security or instrunment remains perfected for twenty days without filing
if the secured party delivers the security certificate or instrunent to
t he debtor for the purpose of:

(1) Utimte sale or exchange; or

(2) Presentation, collection, enforcenent, renewal, or registration
of transfer.

(h) Expiration of tenporary perfection. After the twenty-day
period specified in subsection (e), (f), or (g) of this section
expires, perfection depends upon conpliance with this Article.

Sec. 1510. RCW 62A.9A-313 and 2001 ¢ 32 s 26 are each anended to
read as foll ows:

VWHEN POSSESSI ON BY OR DELI VERY TO SECURED PARTY PERFECTS SECURI TY
| NTEREST W THOUT FILING (a) Perfection by possession or delivery.
Except as otherwise provided in subsection (b) of this section, a
secured party may perfect a security interest in tangible negotiable
docunents, goods, instrunents, noney, or tangible chattel paper by
taki ng possession of the collateral. A secured party may perfect a
security interest in certificated securities by taking delivery of the
certificated securities under RCW 62A. 8-301.

(b) Goods covered by certificate of title. Wth respect to goods
covered by a certificate of title issued by this state, a secured party
may perfect a security interest in the goods by taking possession of
t he goods only in the circunstances described in RCWG62A. 9A- 316(d) .

(c) Collateral in possession of person other than debtor. Wth
respect to collateral other than certificated securities and goods
covered by a docunent, a secured party takes possession of collatera
in the possession of a person other than the debtor, the secured party,
or alessee of the collateral fromthe debtor in the ordinary course of
t he debtor's busi ness, when:

(1) The person in possession authenticates a record acknow edgi ng
that it holds possession of the collateral for the secured party's
benefit; or

(2) The person takes possession of the collateral after having
aut henticated a record acknow edging that it wll hold possession of
collateral for the secured party's benefit.

(d) Time of perfection by possession; continuation of perfection.
| f perfection of a security interest depends upon possession of the
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collateral by a secured party, perfection occurs no earlier than the
time the secured party takes possession and continues only while the
secured party retains possession.

(e) Time of perfection by delivery; continuation of perfection. A
security interest in a certificated security in registered formis
perfected by delivery when delivery of the certificated security occurs
under RCW 62A. 8-301 and remains perfected by delivery until the debtor
obt ai ns possession of the security certificate.

(f) Acknow edgnent not required. A person in possession of
collateral is not required to acknowl edge that it hol ds possession for
a secured party's benefit.

(g) Effectiveness of acknow edgnent; no duties or confirmation. |If
a person acknow edges that it hol ds possession for the secured party's
benefit:

(1) The acknow edgnent is effective under subsection (c) of this
section or RCW 62A.8-301(1), even if the acknow edgnent violates the
rights of a debtor; and

(2) Unless the person otherwise agrees or law other than this
Article otherwi se provides, the person does not owe any duty to the
secured party and is not required to confirm the acknow edgnent to
anot her person.

(h) Secured party's delivery to person other than debtor. A
secured party having possession of collateral does not relinquish
possession by delivering the collateral to a person other than the
debtor or a lessee of the collateral fromthe debtor in the ordinary
course of the debtor's business if the person was instructed before the
delivery or is instructed contenporaneously with the delivery:

(1) To hold possession of the collateral for the secured party's
benefit; or

(2) To redeliver the collateral to the secured party.

(i) Effect of delivery under subsection (h) of this section; no
duties or confirmation. A secured party does not relinquish
possession, even if a delivery under subsection (h) of this section
violates the rights of a debtor. A person to which collateral is
del i vered under subsection (h) of this section does not owe any duty to
the secured party and is not required to confirm the delivery to
anot her person unless the person otherwi se agrees or |aw other than
this Article otherw se provides.
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Sec. 1511. RCW62A. 9A-313 and 2011 ¢ 74 s 710 are each anended to
read as foll ows:

VWHEN POSSESSI ON BY OR DELI VERY TO SECURED PARTY PERFECTS SECURI TY
| NTEREST W THOUT FILING (a) Perfection by possession or delivery.
Except as otherwise provided in subsection (b) of this section, a
secured party may perfect a security interest in tangible negotiable
docunents, goods, instrunents, noney, or tangible chattel paper by
taki ng possession of the collateral. A secured party may perfect a
security interest in certificated securities by taking delivery of the
certificated securities under RCW 62A. 8-301.

(b) Goods covered by certificate of title. Wth respect to goods
covered by a certificate of title issued by this state, a secured party
may perfect a security interest in the goods by taking possession of
t he goods only in the circunstances described in RCWG62A. 9A- 316(d) .

(c) Collateral in possession of person other than debtor. Wth
respect to collateral other than certificated securities and goods
covered by a docunent, a secured party takes possession of collatera
in the possession of a person other than the debtor, the secured party,
or alessee of the collateral fromthe debtor in the ordinary course of
t he debtor's busi ness, when:

(1) The person in possession authenticates a record acknow edgi ng
that it holds possession of the collateral for the secured party's
benefit; or

(2) The person takes possession of the collateral after having
aut henticated a record acknow edging that it wll hold possession of
collateral for the secured party's benefit.

(d) Time of perfection by possession; continuation of perfection.
| f perfection of a security interest depends upon possession of the
collateral by a secured party, perfection occurs no earlier than the
time the secured party takes possession and continues only while the
secured party retains possession.

(e) Time of perfection by delivery; continuation of perfection. A
security interest in a certificated security in registered formis
perfected by delivery when delivery of the certificated security occurs
under RCW 62A. 8-301 and remains perfected by delivery until the debtor
obt ai ns possession of the security certificate.

(f) Acknow edgnent not required. A person in possession of
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collateral is not required to acknowl edge that it hol ds possession for
a secured party's benefit.

(g) Effectiveness of acknow edgnent; no duties or confirmation. |If
a person acknow edges that it hol ds possession for the secured party's
benefit:

(1) The acknow edgnent is effective under subsection (c) of this
section or RCW 62A.8-301(1), even if the acknow edgnent viol ates the
rights of a debtor; and

(2) Unless the person otherwise agrees or law other than this
Article otherw se provides, the person does not owe any duty to the
secured party and is not required to confirm the acknow edgnent to
anot her person.

(h) Secured party's delivery to person other than debtor. A
secured party having possession of collateral does not relinquish
possession by delivering the collateral to a person other than the
debtor or a lessee of the collateral fromthe debtor in the ordinary
course of the debtor's business if the person was instructed before the
delivery or is instructed contenporaneously with the delivery:

(1) To hold possession of the collateral for the secured party's
benefit; or

(2) To redeliver the collateral to the secured party.

(1) Effect of delivery under subsection (h) of this section; no
duties or confirmation. A secured party does not relinquish
possession, even if a delivery under subsection (h) of this section
violates the rights of a debtor. A person to which collateral is
del i vered under subsection (h) of this section does not owe any duty to
the secured party and is not required to confirm the delivery to
anot her person unless the person otherwi se agrees or |aw other than
this Article otherw se provides.

Sec. 1512. RCW 62A. 9A-314 and 2000 ¢ 250 s 9A- 314 are each anended
to read as foll ows:

PERFECTI ON BY CONTROL. (a) Perfection by control. A security
interest in investnment property, deposit accounts, letter-of-credit
rights, ((er)) electronic chattel paper, or electronic docunents may be
perfected by control of the collateral under RCWG62A. 7-106, 62A. 9A-104,
62A. 9A- 105, 62A. 9A- 106, or 62A. 9A-107.

p. 133 ESHB 2197. SL



© 00 N O Ol WDN P

T e R e e e e T
© 0o ~NOoO oA WDNN PR O

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

(b) Specified collateral: Time of perfection by control
continuation of perfection. A security interest in deposit accounts,
el ectronic chattel paper, ((er)) letter-of-credit rights, or electronic
docunents is perfected by control under RCW 62A. 7-106, 62A 9A-104,
62A. 9A- 105, or 62A 9A-107 when the secured party obtains control and
remains perfected by control only while the secured party retains
control

(c) | nvest ment property: Tinme of perfection by control;
continuation of perfection. A security interest in investnent property
is perfected by control under RCW 62A. 9A-106 fromthe tinme the secured
party obtains control and remains perfected by control until:

(1) The secured party does not have control; and

(2) One of the foll ow ng occurs:

(A) If the collateral is acertificated security, the debtor has or
acqui res possession of the security certificate;

(B) If the collateral is an uncertificated security, the issuer has
regi stered or registers the debtor as the regi stered owner; or

(O If the collateral is a security entitlenent, the debtor is or
becones the entitl enent hol der.

Sec. 1513. RCW 62A.9A-317 and 2001 ¢ 32 s 27 are each anended to
read as foll ows:

| NTERESTS THAT TAKE PRI ORI TY OVER OR TAKE FREE OF SECURI TY | NTEREST
OR ACGRI CULTURAL LIEN. (a) Conflicting security interests and rights of
lien «creditors. A security interest or agricultural lien is
subordinate to the rights of:

(1) Apersonentitled to priority under RCWG62A. 9A-322; and

(2) Except as otherw se provided in subsection (e) of this section,
a person that becones a lien creditor before the earlier of the tine:

(A) The security interest or agricultural lien is perfected; or

(B) One of the conditions specified in RCW 62A. 9A-203(b) (3) is net
and a financing statenent covering the collateral is filed.

(b) Buyers that receive delivery. Except as otherw se provided in
subsection (e) of this section, a buyer, other than a secured party, of
tangi bl e chattel paper, tangible docunents, goods, instrunents, or a
security certificate takes free of a security interest or agricultural
lien if the buyer gives value and receives delivery of the collatera
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wi t hout know edge of the security interest or agricultural lien and
before it is perfected.

(c) Lessees that receive delivery. Except as otherw se provided in
subsection (e) of this section, a l|lessee of goods takes free of a

security interest or agricultural lien if the | essee gives value and
receives delivery of the collateral w thout know edge of the security
interest or agricultural lien and before it is perfected.

(d) Licensees and buyers of certain collateral. A licensee of a

general intangible or a buyer, other than a secured party, of accounts,
el ectronic chattel paper, electronic docunents, general intangibles, or
i nvestment property other than a certificated security takes free of a
security interest if the Ilicensee or Dbuyer gives value wthout
know edge of the security interest and before it is perfected.

(e) Purchase-noney security interest. Except as otherw se provided
in RCW 62A.9A-320 and 62A.9A-321, if a person files a financing
statement with respect to a purchase-noney security interest before or
within twenty days after the debtor receives delivery of the
collateral, the security interest takes priority over the rights of a
buyer, lessee, or lien creditor which arise between the tine the
security interest attaches and the tine of filing.

Sec. 1514. RCW 62A. 9A-317 and 2011 c 74 s 204 are each anended to
read as foll ows:

| NTERESTS THAT TAKE PRI ORI TY OVER OR TAKE FREE OF SECURI TY | NTEREST
OR ACGRI CULTURAL LIEN. (a) Conflicting security interests and rights of
lien creditors. A security interest or agricultural lien 1is
subordinate to the rights of:

(1) Apersonentitled to priority under RCWG62A. 9A-322; and

(2) Except as otherw se provided in subsection (e) of this section,
a person that becones a lien creditor before the earlier of the tine:

(A) The security interest or agricultural lien is perfected; or

(B) One of the conditions specified in RCW 62A. 9A-203(b) (3) is net
and a financing statenent covering the collateral is filed.

(b) Buyers that receive delivery. Except as otherw se provided in
subsection (e) of this section, a buyer, other than a secured party, of
tangi bl e chattel paper, tangible docunents, goods, instrunents, or a
certificated security takes free of a security interest or agricultural
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lien if the buyer gives value and receives delivery of the collatera
wi t hout know edge of the security interest or agricultural lien and
before it is perfected.

(c) Lessees that receive delivery. Except as otherw se provided in
subsection (e) of this section, a |essee of goods takes free of a
security interest or agricultural lien if the | essee gives value and
receives delivery of the collateral w thout know edge of the security
interest or agricultural lien and before it is perfected.

(d) Licensees and buyers of certain collateral. A licensee of a
general intangible or a buyer, other than a secured party, of
collateral other than tangible chattel paper, tangible docunents,
goods, instrunents, or a certificated security takes free of a security
interest if the licensee or buyer gives value w thout know edge of the
security interest and before it is perfected.

(e) Purchase-noney security interest. Except as otherw se provided
in RCW 62A. 9A-320 and 62A.9A-321, if a person files a financing
statement with respect to a purchase-noney security interest before or
within twenty days after the debtor receives delivery of the
collateral, the security interest takes priority over the rights of a
buyer, lessee, or lien creditor which arise between the tine the
security interest attaches and the tinme of filing.

Sec. 1515. RCW 62A. 9A-338 and 2000 c 250 s 9A-338 are each anended
to read as foll ows:

PRIORI TY OF SECURITY |INTEREST OR ACGRI CULTURAL LIEN PERFECTED BY
FI LED FI NANCI NG STATEMENT PROVI DI NG CERTAI N | NCORRECT | NFORMATI ON. | f
a security interest or agricultural lien is perfected by a filed
financi ng st at enent provi di ng i nformation descri bed in RCW
62A. 9A-516(b) (5) which is incorrect at the tine the financing statenent
is filed:

(1) The security interest or agricultural lien is subordinate to a
conflicting perfected security interest in the collateral to the extent
that the holder of the conflicting security interest gives value in
reasonabl e reliance upon the incorrect information; and

(2) A purchaser, other than a secured party, of the collatera
takes free of the security interest or agricultural lien to the extent
that, in reasonable reliance upon the incorrect information, the
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purchaser gives value and, in the case of tangible chattel paper,
tangi bl e docunents, goods, instrunents, or a security certificate,
recei ves delivery of the coll ateral

Sec. 1516. RCW 62A. 9A-338 and 2011 c 74 s 715 are each anended to
read as foll ows:

PRIORITY OF SECURITY |INTEREST OR AGRI CULTURAL LIEN PERFECTED BY
FI LED FI NANCI NG STATEMENT PROVI DI NG CERTAI N | NCORRECT | NFORMATI ON. | f
a security interest or agricultural lien is perfected by a filed
fi nanci ng st at enent provi di ng i nformation descri bed in RCW
62A. 9A-516(b) (5) which is incorrect at the tinme the financing statenent
is filed:

(1) The security interest or agricultural lien is subordinate to a
conflicting perfected security interest in the collateral to the extent
that the holder of the conflicting security interest gives value in
reasonabl e reliance upon the incorrect information; and

(2) A purchaser, other than a secured party, of the collatera

takes free of the security interest or agricultural lien to the extent
that, in reasonable reliance upon the incorrect information, the
purchaser gives value and, in the case of tangible chattel paper,
tangi bl e docunents, goods, instrunents, or a security certificate,

recei ves delivery of the coll ateral

Sec. 1517. RCW 62A. 9A-601 and 2000 ¢ 250 s 9A-601 are each anended
to read as foll ows:

RI GHTS AFTER DEFAULT; JUDI Cl AL ENFORCEMENT; CONSI GNOR OR BUYER OF
ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG BLES, OR PROM SSORY NOTES. (a)
Ri ghts of secured party after default. After default, a secured party
has the rights provided in this part and, except as otherw se provided
in RCW 62A. 9A-602, those provided by agreenment of the parties. A
secured party:

(1) May reduce a claimto judgnent, foreclose, or otherw se enforce
the claim security interest, or agricultural lien by any avail able
judicial procedure; and

(2) If the collateral is docunents, may proceed either as to the
docunents or as to the goods they cover.

(b) Rights and duties of secured party in possession or control
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A secured party in possession of collateral or control of collateral
under RCW62A. 7-106, 62A. 9A-104, 62A. 9A-105, 62A. 9A-106, or 62A. 9A-107
has the rights and duties provided i n RCW62A. 9A- 207.

(c) Rights cunulative; sinmultaneous exercise. The rights under
subsections (a) and (b) of this section are cumulative and nay be
exerci sed sinul taneously.

(d) Rights of debtor and obligor. Except as otherw se provided in
subsection (g) of this section and RCW 62A. 9A-605, after default, a
debtor and an obligor have the rights provided in this part and by
agreenent of the parties.

(e) Lien of levy after judgnent. |If a secured party has reduced
its claimto judgnent, the lien of any |levy that may be made upon the
collateral by virtue of an execution based upon the judgnent rel ates
back to the earliest of:

(1) The date of perfection of the security interest or agricultural
lien in the collateral;

(2) The date of filing a financing statenent covering the
collateral; or

(3) Any date specified in a statute under which the agricultura
lien was created.

(f) Execution sale. A sale pursuant to an execution is a
foreclosure of the security interest or agricultural lien by judicial
procedure within the nmeaning of this section. A secured party nmay
purchase at the sale and thereafter hold the collateral free of any
other requirenents of this Article.

(g) Consignor or buyer of certain rights to paynent. Except as
ot herwi se provided in RCWG62A 9A-607(c), this part inposes no duties
upon a secured party that is a consignor or is a buyer of accounts,
chattel paper, paynent intangibles, or prom ssory notes.

(h) Enforcenment restrictions. All rights and renedi es provided in
this part with respect to prom ssory notes or an agreenent between an
account debtor and a debtor which relates to a health-care-insurance
receivable or a general intangible, including a contract, permt,
license, or franchise, are subject to RCW 62A 9A-408 to the extent
appl i cabl e.

Sec. 1518. RCW 62A. 9A-601 and 2011 ¢ 74 s 722 are each anended to
read as foll ows:
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RI GATS AFTER DEFAULT; JUDI Cl AL ENFORCEMENT; CONSI GNOR OR BUYER OF
ACCOUNTS, CHATTEL PAPER, PAYMENT | NTANG BLES, OR PROM SSORY NOTES. (a)
Ri ghts of secured party after default. After default, a secured party
has the rights provided in this part and, except as otherw se provided
in RCW 62A. 9A-602, those provided by agreenment of the parties. A
secured party:

(1) May reduce a claimto judgnent, foreclose, or otherw se enforce
the claim security interest, or agricultural lien by any avail able
judicial procedure; and

(2) If the collateral is docunents, may proceed either as to the
docunents or as to the goods they cover.

(b) Rights and duties of secured party in possession or control
A secured party in possession of collateral or control of collateral
under RCW62A. 7-106, 62A. 9A-104, 62A. 9A-105, 62A. 9A-106, or 62A. 9A-107
has the rights and duties provided i n RCW62A. 9A- 207.

(c) Rights cunulative; sinmultaneous exercise. The rights under
subsections (a) and (b) of this section are cumulative and nay be
exerci sed sinul taneously.

(d) Rights of debtor and obligor. Except as otherw se provided in
subsection (g) of this section and RCW 62A. 9A-605, after default, a
debtor and an obligor have the rights provided in this part and by
agreenent of the parties.

(e) Lien of levy after judgnent. |If a secured party has reduced
its claimto judgnent, the lien of any |levy that may be made upon the
collateral by virtue of an execution based upon the judgnent rel ates
back to the earliest of:

(1) The date of perfection of the security interest or agricultural
lien in the collateral;

(2) The date of filing a financing statenent covering the
collateral; or

(3) Any date specified in a statute under which the agricultura
lien was created.

(f) Execution sale. A sale pursuant to an execution is a
foreclosure of the security interest or agricultural lien by judicial
procedure within the neaning of this section. A secured party nmay
purchase at the sale and thereafter hold the collateral free of any
other requirenents of this Article.
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(g) Consignor or buyer of certain rights to paynent. Except as
ot herwi se provided in RCWG62A 9A-607(c), this part inposes no duties
upon a secured party that is a consignor or is a buyer of accounts,
chattel paper, paynent intangibles, or prom ssory notes.

(h) Enforcenment restrictions. All rights and renedi es provided in
this part with respect to prom ssory notes or an agreenment between an
account debtor and a debtor which relates to a health-care-insurance
receivable or a general intangible, including a contract, permt,
license, or franchise, are subject to RCW 62A 9A-408 to the extent
appl i cabl e.

PART XVI
STATUTORY REPEALS

NEW SECTI ON. Sec. 1601. The follow ng acts or parts of acts are
each repeal ed:

(1) RCWG62A.1-109 (Section captions) and 1965 ex.s. ¢ 157 s 1-109;

(2) RCW62A.1-207 (Performance or acceptance under reservation of
rights) and 1993 ¢ 229 s 2 & 1965 ex.s. ¢ 157 s 1-207;

(3) RCWG62A. 1-208 (Option to accelerate at will) and 1965 ex.s. c
157 s 1-208;

(4) RCWG62A. 2-208 (Course of performance or practical construction)
and 1965 ex.s. ¢ 157 s 2-208;

(5) RCW 62A. 2A-207 (Course of performance or practi cal
construction) and 1993 ¢ 230 s 2A- 207,

(6) RCWG62A. 10-104 (Laws not repealed) and 1995 ¢ 48 s 71 & 1965
ex.s. ¢ 157 s 10-104; and

(7) 2011 c 74 s 801.

PART XVI |
CONFORM NG AMENDMENTS TO UCC NUMBERI NG SYSTEM FOR ARTI CLE 5

Sec. 1701. RCWG62A.5-102 and 1997 ¢ 56 s 3 are each anended to
read as foll ows:

((H)) (&) The definitions in this section apply throughout this
Article unless the context clearly requires otherw se:

((())) (1) "Adviser" means a person who, at the request of the
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i ssuer, a confirnmer, or another adviser, notifies or requests another
adviser to notify the beneficiary that a letter of credit has been
i ssued, confirnmed, or anended.

(())) (2) "Applicant™ means a person at whose request or for
whose account a letter of credit is issued. The termincludes a person
who requests an issuer to issue a letter of credit on behalf of another
if the person nmeking the request undertakes an obligation to reinburse
t he issuer.

((€e))) (3) "Beneficiary" nmeans a person who under the terns of a
letter of credit is entitled to have its conplying presentation
honored. The termincludes a person to whomdraw ng rights have been
transferred under a transferable letter of credit.

((€))) (4) "Confirmer" neans a nom nat ed person who undert akes, at
the request or wwth the consent of the issuer, to honor a presentation
under a letter of credit issued by another.

((€e))) (5) "Dishonor" of a letter of credit neans failure tinely
to honor or to take an interimaction, such as acceptance of a draft,
that nmay be required by the letter of credit.

((6)) (6) "Docunent" nmeans a draft or other denmand, docunent of
title, investnent security, certificate, invoice, or other record,
statement, or representation of fact, law, right, or opinion (i) which
is presented in a witten or other medium permtted by the letter of
credit or, unless prohibited by the letter of credit, by the standard
practice referred to in RCW 62A. 5-108((5>)) (e) and (ii) which is
capabl e of being exam ned for conpliance with the ternms and conditions
of the letter of credit. A docunent may not be oral.

(((¢)) (7) "Good faith" neans honesty in fact in the conduct or
transacti on concer ned.

((h)) (8) "Honor" of a letter of credit neans perfornmance of the
issuer's undertaking in the letter of credit to pay or deliver an item
of val ue. Unless the letter of credit otherw se provides, "honor"
occurs:

(i) Upon paynent;

(iit) If the letter of «credit provides for acceptance, upon
acceptance of a draft and, at maturity, its paynent; or

(iii) If the letter of credit provides for incurring a deferred
obligation, wupon incurring the obligation and, at mturity, its
per f or mance.
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((6)) (9) "lssuer" neans a bank or other person that issues a
letter of credit, but does not include an individual who nakes an
engagenent for personal, famly, or househol d purposes.

((6)) (10) "Letter of credit" nmeans a definite undertaking that
satisfies the requirements of RCW 62A.5-104 by an issuer to a
beneficiary at the request or for the account of an applicant or, in
the case of a financial institution, to itself or for its own account,
to honor a docunentary presentation by paynment or delivery of an item
of val ue.

(()) (11) "Nom nated person” nmeans a person whomthe issuer (i)
desi gnates or authorizes to pay, accept, negotiate, or otherw se give
value under a letter of credit and (ii) undertakes by agreenent or
custom and practice to reinburse.

(((H)) (12) "Presentation” neans delivery of a docunent to an
i ssuer or nom nated person for honor or giving of value under a letter
of credit.

((6M)) (13) "Presenter"” neans a person naking a presentation as or
on behalf of a beneficiary or nom nated person.

((()) (14) "Record" neans information that is inscribed on a
tangi ble medium or that is stored in an electronic or other nmediumand
is retrievable in perceivable form

((€e))) (15) "Successor of a beneficiary" neans a person who
succeeds to substantially all of the rights of a beneficiary by
operation of law, including a corporation with or into which the
beneficiary has been nerged or consolidated, an admnistrator,
executor, personal representative, trustee in bankruptcy, debtor in
possession, |iquidator, and receiver.

((2)) (b) Definitions in other Articles applying to this Article
and the sections in which they appear are:

"Accept" or "Acceptance" RCW 62A. 3- 409

"Val ue" RCW 62A. 3- 303, RCWG62A. 4-211.

((3))) (c) Article 1 contains certain additional gener a
definitions and principles of construction and interpretation
appl i cabl e throughout this Article.

Sec. 1702. RCW 62A. 5-104 and 1997 ¢ 56 s 5 are each anended to

read as foll ows:
Aletter of credit, confirnmation, advice, transfer, anendnent, or

ESHB 2197. SL p. 142



A W DN

©O© 00 N O O

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26
27
28
29
30
31
32
33
34
35
36

cancellation my be issued in any form that is a record and is
aut henticated ((2)) (i) by a signature or ((£2)) (ii) in accordance
with the agreenent of the parties or the standard practice referred to
in RCW62A. 5-108((£5))) (e).

Sec. 1703. RCWG62A.5-106 and 1997 ¢ 56 s 7 are each anended to
read as foll ows:

((5)) (a) A letter of credit is issued and becones enforceable
according to its terns against the issuer when the issuer sends or
otherwse transmts it to the person requested to advise or to the
beneficiary. A letter of credit is revocable only if it so provides.

((2)) (b) After a letter of credit is issued, rights and
obligations of a beneficiary, applicant, confirnmer, and issuer are not
affected by an anendnent or cancellation to which that person has not
consented except to the extent the letter of credit provides that it is
revocabl e or that the issuer may anend or cancel the letter of credit
W t hout that consent.

((3))) (c) If there is no stated expiration date or other
provi sion that determnes its duration, a letter of credit expires one
year after its stated date of issuance or, if none is stated, after the
date on which it is issued.

((64))) (d) A letter of credit that states that it is perpetual
expires five years after its stated date of issuance, or if none is
stated, after the date on which it is issued.

Sec. 1704. RCWG62A.5-107 and 1997 ¢ 56 s 8 are each anended to
read as foll ows:

((6H)) (a) Aconfirner is directly obligated on a letter of credit
and has the rights and obligations of an issuer to the extent of its
confirmation. The confirnmer also has rights against and obligations to
the issuer as if the issuer were an applicant and the confirnmer had
issued the letter of credit at the request and for the account of the
i ssuer.

((2)) (b) A nomnated person who is not a confirnmer is not
obligated to honor or otherw se give value for a presentation.

((63))) (c) A person requested to advise may decline to act as an
adviser. An adviser that is not a confirmer is not obligated to honor
or give value for a presentation. An adviser undertakes to the issuer
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and to the beneficiary accurately to advise the terns of the letter of
credit, confirmation, anmendnent, or advice received by that person and
undertakes to the beneficiary to check the apparent authenticity of the
request to advise. Even if the advice is inaccurate, the letter of
credit, confirmation, or amendnent is enforceable as issued.

((64))) (d) A person who notifies a transferee beneficiary of the
terms of aletter of credit, confirmation, anmendment, or advice has the
rights and obligations of an adviser under subsection ((3))) (c) of
this section. The terns in the notice to the transferee beneficiary
may differ fromthe terns in any notice to the transferor beneficiary
to the extent permtted by the letter of «credit, confirmation,
anendnent, or advice received by the person who so notifies.

Sec. 1705. RCWG62A.5-108 and 1997 ¢ 56 s 9 are each anended to
read as foll ows:

((H)) (A) Except as otherwise provided in RCW 62A 5-109, an
i ssuer shall honor a presentation that, as determ ned by the standard
practice referred to in subsection ((£5))) (e) of this section, appears
on its face strictly to conply with the terns and conditions of the
letter of credit. Except as otherw se provided in RCW 62A.5-113 and
unl ess otherwi se agreed with the applicant, an issuer shall dishonor a
presentation that does not appear so to conply.

((21)) (b) An issuer has a reasonable tinme after presentation, but
not beyond the end of the seventh business day of the issuer after the
day of its recei pt of docunents:

((&»)) (1) To honor;

(())) (2) If the letter of credit provides for honor to be
conpl eted nore than seven business days after presentation, to accept
a draft or incur a deferred obligation; or

((€e))) (3) To give notice to the presenter of discrepancies in the
presentati on.

((63))) (c) Except as otherw se provided in subsection (({4y)) (d)
of this section, an issuer is precluded fromasserting as a basis for
di shonor any discrepancy if tinely notice is not given, or any
di screpancy not stated in the notice if tinmely notice is given.

((64))) (d) Failure to give the notice specified in subsection
((2r)) (b) of this section or to nention fraud, forgery, or expiration
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in the notice does not preclude the issuer fromasserting as a basis
for dishonor fraud or forgery as described in RCW62A. 5-109((H)) (&)
or expiration of the letter of credit before presentation.

((65))) (e) An issuer shall observe standard practice of financial
institutions that regularly issue letters of credit. Determnation of
the issuer's observance of the standard practice is a matter of
interpretation for the court. The court shall offer the parties a
reasonabl e opportunity to present evidence of the standard practice.

((66))) (f) An issuer is not responsible for:

((()y)) (1) The performance or nonperformance of the underlying
contract, arrangenment, or transaction;

((b))) (2) An act or om ssion of others; or

((€e))) (3) Qoservance or know edge of the usage of a particular
trade other than the standard practice referred to in subsection
((65))) (e) of this section.

((A)) (g) If an undertaking constituting a letter of credit under
RCW 62A. 5-102( (D)) (a)(10) contains nondocunentary conditions, an
i ssuer shall disregard the nondocunentary conditions and treat themas
if they were not stat ed.

((8))) (h) An issuer that has dishonored a presentation shall
return the docunents or hold them at the disposal of, and send advice
to that effect to, the presenter.

((69Y)) (i) An issuer that has honored a presentation as pernmtted
or required by this Article:

(((2y)) (1) Is entitled to be reinbursed by the applicant in
i mredi ately available funds not later than the date of its paynent of
f unds;

((b)y)) (2) Takes the docunents free of clains of the beneficiary
or presenter;

((€e))) (3) Is precluded fromasserting a right of recourse on a
draft under RCWG62A. 3-414 and 62A. 3- 415;

((€))) (4) Except as otherwise provided in RCW 62A 5-110 and
62A.5-117, is precluded fromrestitution of noney paid or other value
given by m stake to the extent the m stake concerns discrepancies in
the docunments or tender which are apparent on the face of the
presentation; and

((€e))) (5) Is discharged to the extent of its performance under
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the letter of credit unless the issuer honored a presentation in which
a required signature of a beneficiary was forged.

Sec. 1706. RCW 62A.5-109 and 1997 ¢ 56 s 10 are each anended to
read as foll ows:

((5)) (a) If a presentation is nmade that appears on its face
strictly to conply with the terns and conditions of the letter of
credit, but a required docunent is forged or materially fraudul ent, or
honor of the presentation would facilitate a material fraud by the
beneficiary on the i ssuer or applicant:

(()y)) (1) The issuer shall honor the presentation, if honor is
demanded by (i) a nom nated person who has given value in good faith
and wi thout notice of forgery or material fraud, (ii) a confirmer who
has honored its confirmation in good faith, (iii) a holder in due
course of a draft drawn under the letter of credit which was taken
after acceptance by the issuer or nom nated person, or (iv) an assignee
of the issuer's or nomnated person's deferred obligation that was
taken for value and without notice of forgery or material fraud after
the obligation was incurred by the i ssuer or nom nated person; and

((&1)y)) (2) The issuer, acting in good faith, may honor or di shonor
the presentation in any other case.

((2)) (b) If an applicant clains that a required docunent is
forged or materially fraudul ent or that honor of the presentation would
facilitate a material fraud by the beneficiary on the issuer or
applicant, a court of conpetent jurisdiction my tenporarily or
permanently enjoin the issuer from honoring a presentation or grant
simlar relief against the issuer or other persons only if the court
finds that:

((2))) (1) The relief is not prohibited under the | aw applicable
to an accepted draft or deferred obligation incurred by the issuer;

((&8)y)) (2) A beneficiary, issuer, or nom nated person who may be
adversely affected is adequately protected against loss that it may
suffer because the relief is granted,

((r)) (3) Al of the conditions to entitle a personto the relief
under the law of this state have been net; and

(())) (4) On the basis of the information submtted to the court,
the applicant is nore likely than not to succeed under its claim of
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forgery or material fraud and the person demanding honor does not

qualify for protection under subsection ((8Hf=ar)) (a)(1l) of this
section.

Sec. 1707. RCW62A.5-110 and 1997 ¢ 56 s 11 are each anended to
read as foll ows:

((H)) (@) If its presentation is honored, the beneficiary
warrants:

(((8))) (1) To the issuer, any other person to whom presentation is
made, and the applicant that there is no fraud or forgery of the kind
described in RCW62A. 5-109( () (a); and

((b)y)) (2) To the applicant that the drawi ng does not viol ate any
agreenment between the applicant and beneficiary or any other agreenent
i ntended by themto be augnented by the letter of credit.

((2)) (b) The warranties in subsection ((8)) (a) of this
section are in addition to warranties arising under Articles 3, 4, 7,
and 8 because of the presentation or transfer of docunents covered by
any of those articles.

Sec. 1708. RCW62A.5-111 and 1997 ¢ 56 s 12 are each anended to
read as foll ows:

((5)) (a) If an issuer wongfully dishonors or repudiates its
obligation to pay noney under a letter of credit before presentation
t he beneficiary, successor, or nom nated person presenting on its own
behal f may recover from the issuer the anobunt that is the subject of
t he dishonor or repudiation. If the issuer's obligation under the
letter of credit is not for the paynent of noney, the claimnt my
obtain specific performance or, at the claimant's el ection, recover an
anount equal to the value of performance from the issuer. In either
case, the claimnt may al so recover incidental but not consequentia
damages. The claimant is not obligated to take action to avoid damages
that m ght be due fromthe issuer under this subsection. |If, although
not obligated to do so, the claimnt avoids damages, the claimnt's
recovery from the issuer nust be reduced by the amobunt of damages
avoi ded. The issuer has the burden of proving the anpunt of damages
avoided. In the case of repudiation the clai mant need not present any
docunent .
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((2)) (b) If an issuer wongfully dishonors a draft or denmand
presented under a letter of credit or honors a draft or demand in
breach of its obligation to the applicant, the applicant nmay recover
damages resulting from the breach, including incidental but not
consequenti al danmages, | ess any anount saved as a result of the breach.

((3))) (c) If an adviser or nomnated person other than a
confirmer breaches an obligation under this Article or an issuer
breaches an obligation not covered in subsection (((H—e+—2))) (a) or
(b) of this section, a person to whom the obligation is owed may
recover damages resulting fromthe breach, including incidental but not
consequenti al danmages, | ess any anmount saved as a result of the breach.
To the extent of the confirmation, a confirmer has the liability of an
i ssuer specified in this subsection and subsections (((H—anrd{2))) (a)
and (b) of this section.

((64))) (d) An issuer, nom nated person, or adviser who is found
i abl e under subsection ((BH+—2—o+3))) (&), (b), or (c) of this
section shall pay interest on the anbunt owed thereunder fromthe date
of wrongful dishonor or other appropriate date.

((65))) (e) Reasonable attorney's fees and other expenses of
l[itigation nust be awarded to the prevailing party in an action in
whi ch a remedy i s sought under this Article.

((66))) (f) Damages that would otherw se be payable by a party for
breach of an obligation under this Article may be liquidated by
agreenent or undertaking, but only in an anmount or by a forrmula that is
reasonable in light of the harmanti ci pat ed.

Sec. 1709. RCW62A.5-112 and 1997 ¢ 56 s 13 are each anended to
read as foll ows:

(()) (a) Except as otherw se provided in RCW62A. 5-113, unless
a letter of credit provides that it is transferable, the right of a
beneficiary to draw or otherw se demand performance under a letter of
credit may not be transferred.

(()) (b) Even if a letter of credit provides that it is
transferable, the issuer may refuse to recognize or carry out a
transfer if:

(()y)) (1) The transfer would viol ate applicable |aw, or

((&b)y)) (2) The transferor or transferee has failed to conply with
any requirenment stated in the letter of credit or any other requirenent
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relating to transfer inposed by the issuer whichis within the standard
practice referred to in RCW 62A 5-108(5) or is otherw se reasonable
under the circunstances.

Sec. 1710. RCW62A.5-113 and 1997 ¢ 56 s 14 are each anended to
read as foll ows:

((6H)) (a) A successor of a beneficiary may consent to anmendnents,
sign and present docunents, and receive paynent or other itens of val ue
in the nanme of the beneficiary without disclosing its status as a
successor.

((2r)) (b) A successor of a beneficiary may consent to anmendnents,
sign and present docunents, and receive paynent or other itens of val ue
inits own nane as the disclosed successor of the beneficiary. Except
as otherw se provided in subsection ((£5))) (e) of this section, an
i ssuer shall recognize a disclosed successor of a beneficiary as
beneficiary in full substitution for its predecessor upon conpliance
with the requirenments for recognition by the issuer of a transfer of
drawi ng rights by operation of | aw under the standard practice referred
to in RCW62A. 5-108(((5))) (e) or, in the absence of such a practice,
conpliance with other reasonable procedures sufficient to protect the
i ssuer.

((3))) (c) An issuer is not obliged to determ ne whether a
purported successor is a successor of a beneficiary or whether the
signature of a purported successor i s genuine or authorized.

((64))) (d) Honor of a purported successor's apparently conplying
presentation under subsection ((H—e+2))) (a) or (b) of this section
has the consequences specified in RCW62A. 5-108((£9))) (i) even if the
purported successor is not the successor of a beneficiary. Docunents
signed in the nane of the beneficiary or of a disclosed successor by a
person who is neither the beneficiary nor the successor of the
beneficiary are forged docunents for the purposes of RCW62A. 5-109.

((65))) (e) An issuer whose rights of reinbursenent are not covered
by subsection ((4))) (d) of this section or substantially simlar |aw
and any confirnmer or nomnated person may decline to recognize a
presentati on under subsection ((2))) (b) of this section.

((66))) (f) A beneficiary whose nane i s changed after the issuance
of a letter of <credit has the sane rights and obligations as a
successor of a beneficiary under this section.
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Sec. 1711. RCW62A.5-114 and 1997 ¢ 56 s 15 are each anended to
read as foll ows:

((5)) (a) Inthis section, "proceeds of a letter of credit" neans
the cash, check, accepted draft, or other item of value paid or
del i vered upon honor or giving of value by the issuer or any nom nated
person under the letter of credit. The term does not include a
beneficiary's draw ng rights or docunents presented by the beneficiary.

((2)) (b) A beneficiary may assign its right to part or all of
the proceeds of a letter of credit. The beneficiary my do so before
presentation as a present assignnent of its right to receive proceeds
contingent upon its conpliance with the ternms and conditions of the
letter of credit.

((3))) (c) An issuer or nom nated person need not recognize an
assi gnnent of proceeds of a letter of credit until it consents to the
assi gnnent .

((4)Y)) (d) An issuer or nom nated person has no obligation to give
or withhold its consent to an assignnent of proceeds of a letter of
credit, but consent may not be unreasonably withheld if the assignee
possesses and exhibits the letter of credit and presentation of the
letter of credit is a condition to honor.

((65))) (e) Rights of a transferee beneficiary or nom nated person
are i ndependent of the beneficiary's assignnment of the proceeds of a
letter of credit and are superior to the assignee's right to the
pr oceeds.

((66))) (f) Neither the rights recognized by this section between
an assi gnee and an issuer, transferee beneficiary, or nom nated person
nor the issuer's or nomnated person's paynent of proceeds to an
assignee or a third person affect the rights between the assignee and
any person other than the issuer, transferee beneficiary, or nom nated
person. The node of creating and perfecting a security interest in or
granting an assignnent of a beneficiary's rights to proceeds is
governed by Article 9A or other law.  Against persons other than the
i ssuer, transferee beneficiary, or nom nated person, the rights and
obligations arising upon the creation of a security interest or other
assi gnment of a beneficiary's right to proceeds and its perfection are
governed by Article 9A or other |aw
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Sec. 1712. RCW62A.5-116 and 1997 ¢ 56 s 17 are each anmended to
read as foll ows:

((5)) (a) The liability of an issuer, nomnated person, or
adviser for action or omssion is governed by the law of the
jurisdiction chosen by an agreenent in the formof a record signed or
ot herwi se authenticated by the affected parties in the manner provi ded
in RCW 62A.5-104 or by a provision in the person's letter of credit,
confirmation, or other undertaking. The jurisdiction whose law is
chosen need not bear any relation to the transaction.

((2)) (b) Unless subsection (((1)) (a) of this section applies,
the liability of an issuer, nom nated person, or adviser for action or
om ssion is governed by the law of the jurisdiction in which the person
is located. The person is considered to be |located at the address

indicated in the person's undertaking. |If nore than one address is
i ndi cated, the person is considered to be |ocated at the address from
which the person's wundertaking was issued. For the purpose of

jurisdiction, choice of |law, and recognition of interbranch letters of
credit, but not enforcenent of a judgnent, all branches of a bank are
consi dered separate juridical entities and a bank is considered to be
| ocated at the place where its relevant branch is considered to be
| ocat ed under this subsection.

((63))) (c) Except as otherwi se provided in this subsection, the
liability of an issuer, nom nated person, or adviser is governed by any
rules of customor practice, such as the Uniform Custons and Practice
for Docunentary Credits, to which the letter of credit, confirmtion
or other undertaking is expressly made subject. If ((&)) (i) this
Article would govern the liability of an issuer, nom nated person, or
advi ser under subsection (((8—e—2>)) (@) or (b) of this section,
((b)y)) (i) the relevant undertaking incorporates rules of custom or
practice, and ((€e))) (iii) there is conflict between this Article and
those rules as applied to that undertaking, those rules govern except
to the extent of any conflict with the nonvari abl e provisions specified
in RCW62A. 5-103((3))) (c).

((64))) (d) If there is conflict between this Article and Article
3, 4, 4A, or 9A, this Article governs.

((65))) (e) The forum for settling disputes arising out of an
undertaking within this Article may be chosen in the manner and with
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the binding effect that governing | aw may be chosen in accordance with
subsection (((H)) (a) of this section.

Sec. 1713. RCW62A.5-117 and 1997 ¢ 56 s 18 are each anended to
read as foll ows:

((5)) (&) An issuer that honors a beneficiary's presentation is
subrogated to the rights of the beneficiary to the sane extent as if
the issuer were a secondary obligor of the underlying obligation owed
to the beneficiary and of the applicant to the sane extent as if the
i ssuer were the secondary obligor of the underlying obligation owed to
t he applicant.

((2)) (b) An applicant that reinburses an issuer is subrogated to
the rights of the issuer against any beneficiary, presenter, or
nom nated person to the sanme extent as if the applicant were the
secondary obligor of the obligations owed to the issuer and has the
ri ghts of subrogation of the issuer to the rights of the beneficiary
stated in subsection ((£3-)) (&) of this section.

((3»)) (c) A nom nated person who pays or gives value against a
draft or demand presented under a letter of credit is subrogated to the
rights of:

(()y)) (1) The issuer against the applicant to the sanme extent as
if the nom nated person were a secondary obligor of the obligation owed
to the i ssuer by the applicant;

((&b)y)) (2) The beneficiary to the same extent as if the nom nated
person were a secondary obligor of the underlying obligation owed to
the beneficiary; and

((r)) (3) The applicant to the sane extent as if the nom nated
person were a secondary obligor of the underlying obligation owed to
t he applicant.

((4)) (d) Notw thstandi ng any agreenent or termto the contrary,
the rights of subrogation stated in subsections ((H)—anrd{2r)) (a) and
(b) of this section do not arise until the issuer honors the letter of
credit or otherw se pays and the rights in subsection ((£3))) (c) of
this section do not arise until the nom nated person pays or otherw se
gi ves val ue. Until then, the 1issuer, nomnated person, and the
applicant do not derive under this section present or prospective
rights formng the basis of a claim defense, or excuse.
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Sec. 1714. RCW62A.5-118 and 2000 ¢ 250 s 2 are each anended to
read as foll ows:

(a) An issuer or nomnated person has a security interest in a
docunent presented under a letter of credit to the extent that the
i ssuer or nom nated person honors or gives value for the presentation.

(b) So long as and to the extent that an i ssuer or nom nated person
has not been rei nbursed or has not otherw se recovered the val ue given
With respect to a security interest in a docunent under subsection (a)
of this section, the security interest continues and is subject to
Article 9A, but:

(1) A security agreenment is not necessary to make the security
i nterest enforceabl e under RCW 62A. 9A- 203( (333 ) (2)(c);

(2) If the docunent is presented in a nediumother than a witten
or other tangible nmedium the security interest is perfected; and

(3) If the docunent is presented in a witten or other tangible
medium and is not a certificated security, chattel paper, a docunent of
title, an instrunent, or a letter of credit, the security interest is
perfected and has priority over a conflicting security interest in the
docunment so long as the debtor does not have possession of the
docunent .

Sec. 1715. RCW62A.2-512 and 1997 ¢ 56 s 20 are each anended to
read as foll ows:

(1) Where the contract requires paynent before inspection non-
conformty of the goods does not excuse the buyer from so making
paynment unl ess

(a) the non-conformty appears w thout inspection; or

(b) despite tender of the required docunments the circunstances
woul d justify injunction against honor under the provisions of this
Title (RCW62A. 5-109((2))) (b)).

(2) Paynment pursuant to subsection (1) does not constitute an
acceptance of goods or inpair the buyer's right to inspect or any of
his or her renedies.

Sec. 1716. RCW 62A.9A-107 and 2001 ¢ 32 s 19 are each anended to
read as foll ows:

A secured party has control of a letter-of-credit right to the
extent of any right to paynent or performance by the issuer or any
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nom nated person if the issuer or nom nated person has consented to an
assi gnnent of proceeds of the letter of credit under RCW
62A.5-114((3))) (c) or otherw se applicable | aw or practice.

PART XVI I |
ADM NI STRATI VE DRAFTI NG PROVI SI ONS

NEW SECTI ON. Sec. 1801. Sections 115 through 124 of this act nust
be placed i n chapter 62A. 1 RCWunder the headi ng:
PART 3
TERRI TORI AL APPLI CABI LI TY AND GENERAL RULES

NEW SECTION. Sec. 1802. PART HEADI NGS. Part headings used in
this act are not any part of the | aw

NEW SECTION. Sec. 1803. APPLICABILITY. This act applies to a
transaction that is entered into, a docunent of title that is issued,
or a bailnment that arises on or after the effective date of this
section. This act does not apply to a transaction that is entered
into, a docunent of title that is issued, or a bailnment that arises
before the effective date of this section even if the transaction,
docunent of title, or bailnment would be subject to this act if the
transaction had been entered into, the docunment of title had been
i ssued, or the bailnment had arisen on or after the effective date of
this section. This act does not apply to a right of action that has
accrued before the effective date of this section.

NEW SECTION. Sec. 1804. SAVINGS CLAUSE. A transaction that is
entered into, a docunent of title that is issued, or a bailnment that
arises before the effective date of this section and the rights,
obligations, and interests flowng fromthat transaction, docunent, or
bai | mrent are governed by any statute or other rule anended or repeal ed
by this act as if anendnent or repeal had not occurred and may be
term nated, conpleted, consunmated, or enforced under that statute or
ot her rule.

NEW SECTION. Sec. 1805. Sections 901, 1402, 1501, 1507, 1510
1513, 1515, and 1517 of this act expire July 1, 2013.
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NEW SECTION. Sec. 1806. Sections 902, 1403, 1502,

1514,

1516, and 1518 of this act take effect July 1, 2013.

Passed by the House March 3, 2012.

Passed by the Senate February 29, 2012.

Approved by the Governor March 30, 2012.

Filed in Ofice of Secretary of State March 30, 2012.
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