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ECURED TRANSACTIONS P :
sg gmiollr i) May, 1§73
7 H. 53 Final Exsmination

A, This examinzrion is given and will i

be graded under the Uniform Commercia
Code 1972 Official Text; but any student may elect to have s11 his answe
graded uacer the 1962 Official Text by so etating in his handwriting on
the cover of his blusbook.
B. If in any qu=stion t‘ne place of filing (9-401) is material, use Third
Alternative Subsection (1) on page 691 of 1972 text. Blanks in {(a) and
(¢) should read ”Cow ty Clerk'; the first line in (c) should include

"Secretary of State',

L 15 Points

A has plans for borro
They have loocked at it and hav
$1000 right now and ’ii lin

$4000 from Heartless Finance on his sailboat.
e agreed to maks the loan; hewever, A needs

sgiling companion B orally offers to iend him this
amount for 20 days (pending the larger financing) Drcvided A turns over
possession of the ’r-m;L to -« zs security. This arrangement 1s completed
immediately witheut Iurther formality.

Next week A signs a security agreemant and financing statement with
HBeartless; their representative says “I want to see the boat', and A
replies, "I let B take his wife and children for a sail - they chould te
back by suppertime." There is no disposition to walt and A gets his $4CQC0.
Heartless filles the financing statement, covering the boat and proczeds.

B's repayment is now ‘.erdua;
that he borrowzad the $4000 1C
has been threatening to wescind
of the boat. B consults a frien
who has just received a mail ord

S 78 §

He draws up a finsznc T

lozn; Lhuse are si; B oa B
turns the beat ba.- ally

of applicab ble to A.

naming A, 3 and Hean :s apd pays $300

the relative

Bank cwns an ing
debtor, invelving

move away but
in Moose Bend,

Should Bank right n 0 1u gy L4 SASn i
a bill coliecto (3) file sometning in R - et oot e s BB d s b

sigrer

& a
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= .. &0 Points

Hapless was a home applian

= 2] ca dealer handling only General Electric
ranges, refrigerators, vacuum clean:
wce

to concentrate omn large applian
Friendly Bank, signing a security

218 and irons. He decided to eupand and

v
On January 2 he borrowed $10,000 from
graement C;»LKlng:

o
<

es
sl

S
o

(1) Home appliances of every dcscrlptio 1y now owned or hereafter
acquired;

(2) All chattel paper and accounts now xisting or hereafter arising
from whatever source derived. :
On January 10 Friendly Bank filed the security agreement (which was in

proper form) with the office required by 9-401,

While the above financing arrangementec were under way, Hapless, who was
- both unscrupulous and inept, already had started with his plans to unload
the irons and vacuum cleaners - he had contacted several dealers as pros-
pective purchasers, but without cuccess. Finally, in response to an ad

in a trade journal, Sylvester Sharp, an operator of a "Rargain Barn" in a
distant city, appeared at Hapless' store with his truck on January 8 and
bought all Lhe irons and vacuum cleaners for cash at a substantial loss to
Hapless a2nd took them away.

nite Bank, and

On January 20, Ha
oa ly covaiiaﬁ.

2ss3 contacted another financer, Gr
obtained a § $17,000 1. &

pl ran

n under a securlty agreement specifical

(a) $2000 worth of powaer tools, hand tools, benches and other furnishings
(bought from Dealers Supply Co.) for creating au appliance repair shop,
to supplement his retail business; and (b) $15,000 worth of new washing
machines and dryers bought from Whirlpool Corp.

On January 24, Granite Bank notified Fr
recelved the same day, of its "xu:ctaLion of
interest in the collateral described zs o
a financing statement and paid the 1
involved, which was delivered i

Hapless soon found that the jidez of a repeir
couldn't hire a competent repairman and he

had to pé b
Sad Sam’s Shop. The tocls and fuinlishings he d pa : gb& for we
worthless to him and he was glad to sell them to Sam for §1330 (a fair

price).

Six months later, Ha s 0 s u
no further nerch ndise, still owed the banks, and was declared bankrupt.
e

Analyze and explain the v ective rights and priorities, 1f any,
of Friendly Iank and Gran each of the following:

(1) The small appliances scid to Sylvester Sharp, or their value;

(2) The tools and furnishings sold to Sad Sam (2ll of which he
gtiil has);

Haniees traceable to
I
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County Bark made a loan to Rszlph Range

; r, who signed a "collaterzl note"
prepared by the bank in which he promised to pav $20.000 on or before 6
months after cate. The document furthar stated "the signer hercby pledges

~ . - < T ~ = - < y ¥ =]
to County Rank as CQLlﬂLEIa%? €00 head ell grades and breed beef cactle

located on the Ranger Ranch

Next day a financing statement in dve form was filed, describing the
collateral as:

"800 head all grades and breed becf cattle located on Ranger Ranch,

and any increase therszof by birth or purchase, Proceeds of this
collateral are also included.”

Two months later, unforesecen expensas having occurred and the cattle
being worth more, Ranger sign3 & naw note with the bank for $40,000, the

$30,000 note is cancelled and he receives $10,000 cash, part of which he
uses to purchase 40 additionzl cattle which are transported to ths ranch.

Now the note is ﬁast due; Ranger sells the 840 animals for $606,000
and disappears with the proceeds. Bank sues the purchaser who asserts
the follcowing defenses:

1. As a good faith purchase for value I take free of your security
interest.

2. Your $40,000 debt is unsecured because no new financing state-
ment was filed following the creation of the new debt of $40,000.

<

3. In any event, you have no interest in the 40 additional cattle
or their proceads.

Discuss and decide on each of these, considered independently.

A 13 Points

—

.

Januarv 2, A loans $30,C00 to B under a security & ement covering all
machinery in A's factory now owned or hereafter acquired.  The present
equipment is valued at $40,000. There is a propse reement and
financing statement -filed todeay.

February 23. B buys and installs a $20,0C0 machine and A volunitecrily
-.——-———-\'-———
increases the loan by $15,000.

April 5. B buys snd installs another $20,000 rmachire. A says he can
loan no edditional monsay.

Jure 6. B becomes bankrupt. A claims a1l nt for security for
his $45,000 lcan. This is special purpose machinery andé though it cost
. 31 - L& 00

$80,000 there is no assurance that it will than $45,000.
The Bankruptcy Trustee thinks he can prove most elements of preference in
these trapsactions but to succeed he must prove them all., We are concerned
only with the two that can give him trouble wnich are:

(1) Are the transfers within 4 months of bankruptcy?

(2} Axe tt -ancfors for or on account of an antrecedent debt?
A Comy: _ on the trustee's zitompt to set aside

. jSLS4 : L 5
the tran arii February 23

4 o Soa e €
stacus O

A's cls

B, Discuss at zreater length
o i

b - i3
mentioning £

and dacide.
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