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1.6. Duringaalepositionénaid@fexecution,gou,@sdBenning’sdawyer,o
askedeMartinewhethereanyoneeowedehere(Martin)eanyemoney.oMartine
hesitatedebrieflycineaowayethatemadeeyouesuspicious,eandetheneansweredeo
“Notehatdecaneemember.”dY ou’ddikedtogogeherememory,@remaybeeeveno
setaipagperjuryecharge, dydollowingaipewithdomeaquestionsd¢hatsuggesto
specificekindsenfedebtsethatemightébecowingetocher.dNVhatequestionsemighte
youeask?dfesheed oeseremembereaedebt, esucheaseacbankeaccount,choweande
whenewillyouepursuedhatassetdurther?o



2.7. Youareondhestaffofstatedenatord andyRowsey.cRowseyseeso
herselfasanactivisteeformer,andshedseoncernedabout¢hedigh@ostande
excessiveditigationeinvolvedeinemortgageeforeclosure.él'heestateecurrentlyo
permitsenlyqgudicialdoreclosure,andd¢hestatutedrassroenandatoryavaitinge
periods.eButedebtorsestrugglingetoesaveetheirshomeseorebusinesseseoftene
raiseopettyoissueseinotheehopeseofoobtainingedelays,emuchelikeowhate
happenedeinetheeDavetestory.eBecauseeRowseyegetseherecampaignemoneyeo
frometheebankseandeherevotesefrometheefarmers,esheed oesn’tewantetoed oo
anythingethatewilléharmeeitherdnterest,dbuteshedseappalledeatetheewasteafo
moneyoandoejudicialeeffortoasetheepartiesofightoovereissuesoofonooreale
importance.&heavantsgyoudoeomearpevithgomethingdhatevilldemeutrale
indtseffectdutanoreefficient.dAnyddeas?o



2.8. Arakaki,@aegeneralecontractor,esubcontractede worke toe C&Se
Electric.o C&Se subcontractede parte ofe theo worke toe Consolidated.o
Consolidated,€&S,eandeArakakialso@nteredénto@gointeheckaagreement.o
TheagreementeprovideddhateArakakiewouldepay«onsolidated’sdnvoicese
byechecksemadeepayablegjointlyetoeC&SeandeConsolidated.o( Theeeffecteofo
makingeaecheckepayablectoetwoepayeesdsethateneitherevfethemecanecollecte
theecheckeuntilé¢heetherdndorsesedheeacheck.)Arakakigpromisedeoalelivere
theo checkse toe Consolidated,e ande C&Se agreede toe indorseo theme too
Consolidated.dél'heeagreementestatedethateitsesoleepurposeewasetoeprovideo
forepaymenteofeConsolidated’seinvoiceseandethatethecagreementedidenote
constituteeaneassignmentoofefunds.eDoesothiseagreementoconstituteoao
securityeinteresteinefavoreofeConsolidatedeinetheecorrespondingeaccountse
owinge frome Arakakie toe C&S?e UCCe §§1-201(b)(35),© 9-109(a)(1)e ande
Comment&.o



3.7. Asgyoueverealeaningghesludgedromeyourspamdilter,¢youreyeo
caughtenemailewithedhesubjectd’NoticemfeAssignmentefeAccount.”e[heo
noticeeinstructedeyouctoepayeyoureMasterCardebilletoeAmericaneFinanciale
Corporationatagostofficedoxdnd’hoenix,dArizona.dAsgoustretchedgroure
fingerd¢owarddhedeletekey,oyouamoticed¢hatd¢heeemaileontainedd¢hedasto
fouraligitsefeyourdviasterCardexccountenumber.o

a.dsdtepossibledhatdhisdsaneffectiveanotificationdogayanassigneeo
pursuantdodJ CCK9-406(a)aanddb)?dJCCE1-202(e).0

b.eWhateshouldeyouedoenext?elJCCe§9-406(c)eandeCommentetetoe§9-
406.0



3.8. YouchaveebeenecounseleforeRonaldeSilber,ethecownereofeSounde
Emporium,e fore severale years.o Silbero tellse youe thate theo businesso iso
experiencinggomedemporary«ash-floweroblemsenddeewoulddikesyoure
adviceondowdoalealovithaghem.dY ouelicitéhedollowingdisteferoblems:o

a.dl'heebusinesseoweseSouthernebavingseaboute$520,000eagainstetheo
businessepremises,ewhicheareswortheaboute$600,000.6Theemortgageciseatdo
percent,eandepaymentseareo$4, 182eaemonth.eSilbereisetwoepaymentseine
arrears,eandeaethirdeoneeisedueenexteweek.eHeoreceivedeaenoticeefrome
Southern’sdawyersatatingdhatdfdhegpaymentsareanotdroughtarpdoalateo
withindenalays,&outhernewvilldoreclose.Assumedhat,@inderdhedaw@fdheo
state,dfetheamortgagedsaccelerated,¢heaccelerationecandaterebeareversedo
byepayingd¢hearrearageatenydimed’beforedoreclosure.”o

b.éT'heebusinesseoweseaboute$h180,000etoeCitizen’ seBank.éTheedoancise
secureddydhedradedixturesandequipmentofdhedusiness.alhedoandsato
11epercentepereyeareandetheequarterlyeinterestepaymenteinetheeamounteofe
$5,150dset5alaysepastalue.alhedoan®fficersaysdtanustdedroughteurrente
ord’legalactionewilldbedaken.”o

c.dl'heeutilityebilleisealmostetwoemonthsepastedue.dl’heetotaleamounte
owingeforethestwo-montheperiodeiseaboute$2,400.¢5ilberchasereceivedetheo
standarddormenoticesdhatainlessgpaymentdsemadeewithineenalays,autilitye
serviceawilldbeautoff.o

d.éI'woesuppliersearechoundingeSilberetoepayeinvoicesethateareenowe
morecdhand 20alayseld.&ilberadweseachabout$40,000.€Onesupplierchase
assecurityeinteresteinetheeinventoryeitesoldetoecsoundeEmporium;etheeothero
doesenot.eBothesuppliersehaveshiredelocaleattorneyseandeareethreateninge
immediateelegaleaction.eSilberesayseheecouldepurchaseesimilareinventorye
elsewhere,dutdheawouldéhavedoeayarash.o

Thereeareeseveraleotherecreditors,ebutenoneeareereallyopushingefore
immediateopayment.oSilberewantsedesperatelyotookeepotheedoorseopene
becausesheethinksethateinefouretoesixemonthseheecaneturnetheebusinesse
around.eButeoveretheenextetwoeorethreeemonths,eheewillehaveeonlyeaboute
$8,000ea@monthotoedevoteotootheo paymentsolistedeabove.oSilberosayso
bankruptcydsd’absolutely@utefd¢heaqquestion,” @and, dromd¢heowaychesayse
it,youknowdeaneansatdatdeastdoranow).dnstead,dheawantseyourapinione
onehowdoallocatedtheeamoneyemmongdheseareditorseandcheealsoewantseoo
knowd'whateheyeranedodfetheyadon’tegetepaid.”dNhateareeyourequestionse
foréilber?édWhatedoeyoueneedeocknoweaboutehedawefeyoursstate?eBasedeo



onewhateyouenoweknoweandeassumingeyourestate’sdaweiseineaccordewithe
theanajority,ewhat’seyouraadvice?$eedJCCEI-609.0

Model Rules of Professional Conduct, Rule 3.2: Expediting
Litigation — A lawyer shall make reasonable efforts to expedite litigation
consistent with the interest of the client.

Official Comment: Dilatory practices bring the administration of justice
into disrepute. . . . Nor will a failure to expedite be reasonable if done for
the purpose of frustrating an opposing party’s attempt to obtain rightful
redress or repose. It is not a justification that similar conduct is often
tolerated by the bench and bar. The question is whether a competent
lawyer acting in good faith would regard the course of action as having some
substantial purpose other than delay. Realizing financial or other benefit from
otherwise improper delay in litigation is not a legitimate interest of the
client. (Emphasis added.)

Indightefdhesegrovisions,@aneyouaounseldilberatall?o



3.9. YourefirmerepresentseStanleyeZabriskieoandeZabriskieeAutos.o
When&abriskiesellsaaar,dhearrangesdinancing.elhedoansareanadedyao
separateefinancingecompany.éWhenetheebuyeredefaults,eZabriskiesusuallyo
hasdoduydhedoandackdromeahedinancecompanyandenforcedtdhimself.o
(Thiseprocedureeiseknowneaserecourseefinancing.)oAfteroaodefaulteande
repurchase,&ZabriskiectypicallyerefersetheematteretoeAutoeRepossessors.dfe
AutodRepossesorsecanegetepossessionefeheaarepeacefully,éZabriskiegpayse
them&300;dfenot,Zabriskieaefers¢heanatterdod ylerekeYin,eadawdirmehate
specializeseinesmallecollectionecases.eTylere&oYinewillefilesaneactionefore
replevineand,easepermittedeunderdocaldaw,eobtainetheewritenfepossessione
withoutepriorenoticeotootheedebtor.eProvidedethatetheedebtoredoesenote
defendetheereplevineaction,etheyechargeeaeflatéh600eforethearase;eotherwiseo
theyaharge@nandourlydasis.o

Fiveemonthseago,&abriskieeAutossoldeaard¢odandracEvans.eEvanse
madeotheofirstetwoepayments,othenemissedetheenextothree.e«Onotheofeweo
occasionsethateStanleyeZabriskieshasebeeneableotoecontacteher,esheshase
complainede aboute theo qualitye ofe theo car,o thee representationse theo
salespersonemadeetoeher,eandetheefinancingeZabriskieeobtainedeforsher.o
Stanley&abriskieghinksdereomplaintsaregustan@xcusedokeepdrimdrome
repossessing,dutewheneyouepresséhim,cheeadmits¢hereenaydesomedruthe
tochererlaims.eHe’ ddikeetod runethiseoneethroughetheeregulareprocedure.”o
Asaorporateaounsel,ewhat’seyoureadvice?d JCCH9-609.0



3.10. Yourerlient,sRudyeRusso,sellsausedearsetoecustomersewithebade
credit.Aftereencounteringallsortsefeproblemsewithaepossessions,chechase
foundeaetechnicalesolution.dHeowantsetoenstalleaeGPSedeviceeandeaestartere
interruptemechanismeineeachecarcheoesellseonecredit.eTheetechnologyewille
allow®Russodoaemotelyalisable¢hedgnitionefacar@wneddyanyeersone
whodallsdehind@ndis@rdergpayments.dfavorkingeorrectly,dhednterrupte
mechanismavillaotalisableghe@aravhiledtéseanoving, dutadorrowereoulde
bedeftestrandedeineaeremotedocation.dfetheeborrowerepayseup,eRussoecane
re-activated¢heaar.dfaot,dhedzPSavill¢ellRusso’semployeesewheredheaaro
isdocated.RudyewantsdoknowdfehisddeaswoulddedegalainderdhedJCC.o
Doeyouchaveanyeadvicedorehim?edJCCe§§9-102(a)(33),61-302(a)eandeb), -
602,8-603(b),#-609(a)aandeb).o



4.5. YouereceivedeaerallefromePauldl'osci,easseniordendingeofficerefore
SealeRockeBank.eTheebankehasebeeneapproachedebyeaeshoppingecentere
developer,o Margoe Marshak,ewhoewouldelikeo a0 $2.50 millionestandbye
commitmentdoenabledherdodidnashoppingaenterdhatdsdodesoldateo
aojudiciale foreclosuree sale.o One theo basise ofe recente saleso ofe roughlye
comparablesshoppingecenters, el oscieestimatesetheovalueeofethiseonestoebeo
$5.1emillion.eHeeexplainsethateMarshakewillepayeae$25,000enonrefundablee
feedordhedank’sdegallydindingeommitmentdodend&2.5anillionagainste
theshoppingeenteréndhe@ventdhatd¢healeveloperawins¢hedid.alhedanke
willalso@arndheanarketaate@fdnterestondhedoandfd¢hedankdsaalledene
toemakeeit.eMarshakewilleprovidectitleeinsuranceeatehercowneexpenseeande
investeateleaste$500,000e0fcherecownemoneyeinetheeshoppingecenter.éWhate
advicealogyouegiveel osci?dsehisdikelydodeezooddusinessdordealeRock?o
Whateproblemsalogyoudoresee?dNouldeyoudeeldetteraboutdhealealdfgl)o
Marshakewasetheeoneewhoeoriginallyedevelopedethesshoppingecentereande
herdrother-in-lawds¢healebtordeingdoreclosedagainst, @r¢2)dvlarshakdse
an@utsideravithenoepriordiesd¢odheshoppingaenter?e



4.6. Youaontinuedneyourgobasahiefdegislativeaidedostatedbenatore
CandyoRowsey.oAorecentostateosupremeecourtodecisionehaseruledethate
creditorsecanerecoveredeficiencysjudgmentsefrometheiredebtorsefollowinge
any&ind@fdoreclosuresale.&everalmewspapereditorialsavealecriedghise
result,efocusingeonehaplesseshomeownersecaughteineaerealeestateemarkete
downturn.enatorRowseyeahairsehegudiciaryecommittee,eandesheewantse
agecommendationdromeyou@nevhethersheshoulderoposedegislationdoe
restrictedeficiencygudgments.eGiveehereaneoutlineeofeyourepointeofoview, o
includingetheekindseoferestrictionseyouewouldechoosedifesomeeproposaletoo
limitaleficiencygudgmentsewventdorward.o



5.7. Youaepresentd¢hed havers,evhodhaveaepossessedad earjetdrome
theoFrazieroGroup,oInc.oTheodebtoreiseinsolvent.oEveneifeaodeficiencyeo
judgmentdsentered,dtovilldbeaincollectible.eThed haversestimatedhatdheo
jetdseworthabout&$800,000.aI'healebtdsabout&$850,000.eThe€Chaversewoulde
likeetoeavoidetheeexpensesenfesaleeandgjustekeepethedjeteforetheirepersonale
use.o

a.dVhatshoulddheyalo?dJCC£§9-610,8-611,8-620,8-621.0

b.eWhateifetheedebtoreobjectsetoetheireretentioneofetheecollateraleande
theysimplydgnoredhebjection?&eed CC£§9-619,8-622.8Nilldheydhaveao
titlegproblemafdheydateralecidedosell@rencumbershegplane?dviodel&Rulese
of@rofessional€ onductuled.16¢@rovides:¢'[ A]dawyershalleoteepresenteo
a«lientor,ewheregepresentationdhaseommenced, shallewithdrawdromeheo
representation@faalientdf:¢1)dheaepresentationewilleesultdneviolationafe
theauleseferofessionaleonducteretherdaw.” o

c.dVhatdf¢hedChaverssimplyannouncedhatdheydavesolddhedetdoo
themselvesdor&800,000?dJCC&§9-610(c),&-617.0



5.8. AssumeethateonetheefactseofeProblemeb.4,0GrizzlyeBeareBanke
throwsethechulleawayeandesuesethesguarantorseforetheefulleamounteofetheo
debt.eThrougheexpertetestimony,etheeguarantorseproveethatefeGrizzlyehade
spent&245,000¢0dnstallanengineandelectronicséndhedull, dhedelicoptero
wouldédavesolddore345,000.e oawhataleficiencygudgment,défeany,ewoulde
Grizzlydhavedeenentitled?dJCCEEI-102(a)(64),8-626(a)(3).0



9.8. ThedGillamsarealsoaaisingsheepenedheeroperty.élheyselldheo
wooleandsometimesadheeuddlydittledambsehemselves.«You'vecheardefo
lambechops,eright?)él'heyewouldedikeeyourewritteneopinionethatetheesheepo
areenotecoveredebyeFirsteBank’sesecurityeinterest.dVithetheeopinioneletter,o
theysaydhatd?CAavillenakeadoanagainsteshesheep.dangougivedt?dJCCo
§9-102(a)(34)@and«€Commentet.adodJCC9-102.0



11.6. Youralient,&5GlobusRealdistatednvestmente rust¢Globus)doldse
assecuritydnteresteagainsteHotelbierrasVista.el heedescriptioneofecollateralo
includesetheerealeproperty,eequipment,einventory,eand¢“alleincome,erents,o
royalties,@evenues,dssues,@rofits,dees,accounts,alepositaccounts,generale
intangibles,eandepthereproceedse(includingewithoutdimitation,eroomesalese
andearevenuesdromesalesefeservices, foodeandedrink),epresentlyeownedeoro
aftereacquired.” dlotel&ierradVistadileddorédbankruptcyenedctoberel 4eande
onethatesameedayetheecourteenteredeaneorderethatethechotelesegregateeando
accountdoranyaashaollateraléndhedotel spossession,dutalsogpermittinge
thedhoteledtod'meetdtseperatingeexpensesdromethosedunds.” sl heovalueefo
allecollateraleforetheeloaneisesubstantiallyelessethanetheeamounteowingetoo
Globus.elneaccordewithetheeorder,ethechoteleopenedeaenewebankeaccount,o
depositedeallereceiptseineit,vandepaidealleexpensesefromeit.eTheshotel so
attorneyesenteyoucthedollowingdistenferevenueseaandeexpensesdoreahedirsto
17edayseafterebankruptcy.eGlobusewantsetoeknowehowemuchemoneyeyoueo
thinkeshouldebeosegregatedeasecashecollateraloundereBankruptcyeCodeo
§363(c)(4)andewvhy:o

Typeo Amounte
Revenues Roomehargeseo $510,0000
Foodeindalrinke 121,000
Totale 631,000
Expenses Room-relatede 410,0000
Foodendalrinke—dabore 70,0000
Foodenndalrinke— aostefezoodse 30,0000
Totale 520,000
Operating Profit $111,0000

Somedfdhedoodeandalrinkdsserveddndhedarandeestaurant, someo
ofdtdsserveddndheaooms.eAssumedhateneitherdheovaluefdhedotelenore
theevalueeofethesfoodeandedrinkeinventorieseonehandechangededuringetheo
17-dayeperiodsincedhedilingefdankruptcy.o



a.o IfetheecourtefollowseGunnison Center Apartments,ewhateiseyouro
answer?o

b.e Ifetheocourteappliesotheo”“equitieseofetheocase”oexceptioneine
Bankruptcye€Codeg552(b),evhatdseyoureanswer?o

c.o IfetheecourteapplieseBankruptcyeCodee§552(b)(2)eliterallyetostheo
roomaevenuesandaleclines¢oanakeanexceptiondased@ndheequitiesefe
theaase,evhatdseyoureanswer?o



12.7. a.eZeldaePiroskyehasecomeotooseeoyouoabouteherefinanciale
problems.eShesoweseaeconsiderableeamounteofemoneyeonechargeecards,o
chargeeaccounts,eandepersonaleloans.sTheecreditorethateisegivingeheretheo
mostetroubleciselncrediblyeFriendlyeFinance«IFF).eZeldacborrowed«$2,5000
fromdFFé¢woeyearsago.dvendhoughdergpayments@ndheaccountseemdoo
heresubstantial,einteresteiserunningeate36epercenteperoyeare(whicheisetheo
maximumelegallyepermissibleeratecineyourestate)eandetheebalanceeisenowe
overd$3,000.dThedoaneapplicatione’eldaemadeeskedeforeaadetaileddistinge
ofall¢heegropertysheddwned.eldadistederlothing,durniture,eappliances,o
herdour-year-oldél oyotamutomobile,andenumerous@therdtems.eAfterd FFo
approvedehereapplication,etheyeaskedeherstoesigneassecurityeagreemento
grantinge theme ane interesto ine theo followinge items:o videoe gameo seto
(replacementarosté500),aarollection@fepicturesalrawndyderahildrengnoo
marketovalue),ooldefamilyephotographsedatingebacketoetheoCiviloWare
(marketevaluesunknown),chergewelrye(replacementecosteaboute$500),chero
Toyotaeautomobilegmarketevalues2,000),ehereportableecomputermarkete
valueo$500),@ ande anye “replacementse ore substitutions.”® Zeldao signede
becausesheawantedd¢hedoan.ddasdFFaloneanythingdllegal?edl 6&C.F.R.e444.0

b.Adewanonthsago,d¢heevideoggamesetdrokeaandeldaeeplaceddte
witheaeneweone,ewhicheshesboughtefore500.¢”Ieknoweleshouldn’tehavee
boughtat,dutehekidsaveredasslinganeenore¢handobdVhite,” Zeldasays.o
(AfteretheopetelendingebusinesseineProblemel 2.6edidenoteworkeout,eBobe
startedeworkingeasaaollectionfficerdoraanddFFassignedehime¢odZelda’se
account.)®oesdFFdaveasecuritydnteresténdhesmewerideogameset?dJCCo
§9-204(b)(1).0

c.oDuringeherelasteconversationewitheMr.eWhite,oWhiteeremindede
Zeldawfdhedermsafdhesecurityagreementanddoldderdhatéfshealidaote
get$250¢odhimdydonday,dheereryeeluctantlyovoulddedorcedd¢oealld¢heo
loanand¢akedhe@ollateral. eldadsdrantic.éIean’taloavithoutanyoféheseo
things,”esheesays,o'buteeveneifelepaideMr.oWhiteethee$250,che’ llgusteowante
more.”dVhatalogyouadvise?dBankr.€Code522.0



13.7. TeresaeRevez,eaepersonaldriendefeyours,erecentlyeresignedehero
positioneineassoftwareedevelopmentefirmeineorderetoestartehereownegolfe
coursesupplydusiness.heseeksgouradvicegegardingaarumberfstart-
upeconcerns,eincludingetheeacquisitioneofefinancing.eSheeestimatesehere
capitaleneede(beyondetheeamountesheecaneinvest)eateaboute300,000eatetheo
peakofdheseasondndVlayeandateaboutd150,000@te¢heaninimumepointdne
January.éloeholdeherecapitaleneedsetocthatelevel, esheewilleneedetoebuyehere
inventory@naredit,andgerhapsgayd¢hednventorysuppliersadittleslowere
thanghed0dod)0alaysehesuppliersewant.el eresachaseentativelyearrangedeo
foreaae$300,000dineeferreditdoandromethesdBankefdOrange,e¢hrougheDavide
Walker,@notherdriend@fdersewhodseadoan@fficeratadhedank.o

a.dleresaavassurprised¢odearndromdlavidéhat¢hegroposeddinewfo
creditewouldebeepayabled’onedemand.” @Onceeshesiseinebusiness,esheowillo
haveeeveryadimeefeheremoneyetiedeupeinethisebusiness;dfetheeBankeralledo
theeloan,esheeswouldehaveenoewayetoemeetetheecall. Whenesheeraisedethise
pointewithdavid,ehedoldeherdhatdinedoansearealleonalemandeanddtevase
notsomethingsheshouldeworryabout.¢'Bank@frangedasdbeenservinge
theecommunityefore75eyearseandehaseaereputationetoeprotect,”oheesaid.o
“We'resnotegoingaoadoanythingainfair@rainreasonable.” el eresacbelieveso
thatddaviddsd 00¢ercentsincere, dutstillavantsgyour@pinionasd¢oavhethere
sheshouldenteréntodhisarrangement.dVhatalogyouadvise?Are¢dhereanyo
termsethatemightealleviatedl'eresa’seconcernseandestillebeeacceptableetoetheo
bank?e

b.eleresaswasalsodothereddyeDavid sestatementethatesheswoulddeo
signingeaenoteofore$300,000,ebutedrawingeonlyehalfethatemuchemoneyo
initially.davideaidd¢hat¢hedankalwaysdasaustomerssignaamotedordheo
linedimit,easeaematterenfeconvenience.dY ouedon’tewantetoebeecomingeintoo
thedankeverydimeoyouowantaaraw,” dhesaid.shouldel eresasignaaanoteo
fore$300,000ewheneshesiseonlyedrawinge$150,000?eWouldeyoueinesuche
circumstances?o



13.8. AssumecthatetheefactsearectheesameeaseineProblemel 3.3,eexcepto
thatArthureelates¢heseadditionaldacts:SixenonthsagodValtaskeddorane
increasedndhisdinewfaredit,aandeArthurdoldédhiméed thoughtéhereawoulde
beenoeproblem.” sTheeloanecommitteeesaweitedifferentlyeanderefusedetheo
increase.eWaltethenewroteeaneangryeletteretoetheebank,eassertingethatetheo
bankehade”renegedeonetheirocommitment”@andehadealsoo”givenefalseo
informationdabouteRebel |eoneaacreditereference.” AArthurethinksethed’falseo
information” ereferencedsdoeaonversationeArthurehadewitheadoanefficere
fromeFirsteNationaleBankeshortlyeafteretheeloanecommitteeerefusedethee
increase.oRebeloappliedetooFirsteNationaleforeaelineoofocrediteandeoFirste
Nationaldad,eaturally,aalledéecondéNational . ¢'Ialidn’td¢elldheraanythinge
thatewasn’tdrue,” Arthureays.dVNoulddhesedactsechangesyouraadvice?o



14.5. a.eDavide Walkero (fromeProbleme13.7)ohase comeoupeowithe
alternativeseforel eresacRevez.eHeenowesaysethedbankecanedenddl eresactheo
$300,000sheeneedseoneritherepfetwoearrangements.él hedfirstdsetodendehere
theanoneyatgprimeglus@ercentonaaemandaote.eTheseconddsdodendeo
her¢heemoneyaterimeeplussd.25¢ercent@nanarrangementdhateprovidese
ford0edays’enoticeeprioretoerallefeshedsenotetheneinedefault.eleresaswantse
youreadviceeonechoosingebetweenetheseeoptions.eConsideringeonlyetheseo
two,o whate doe youe recommend?e Bankr.e Codeo §§1123(a)(5)(E),® 1124,0
1129(b)(2)(A)(i).o

b.eTeresa’seexpressioneofeconcerneaboutehavingethesentiree$300,0000
outstandingateuchadighaatewfdnterest,evenewhenshealideoteaneeddt,o
promptedeDavidédVNalkeretossweetenetheedeal.eNowethesbankeisenfferingeao
lineofereditdor$300,000@ndhesamedermsdhatd¢heyeverewfferingdodendeo
her&300,000dixed.dhatds, sheeanehoosedetweengrimegplus@gercentene
aademandenoteeoreprimeeplused.25¢percenteoneaenoteswithed0edays’enoticeo
beforeeaancellation.ddavingehisdoandndhedormefadinewfareditentitlese
Teresadogaydackdodhedankavhatshealoesn’teeed, andalrawdtoutagaine
whenshealoesaeeddt.dJnderd¢hewptionséneartda)@fdhisgproblem,deresao
woulddavegutdheanoneyshealidn’t;meeddnadankaccountataeelativelyo
lowerateeofeinterest,esoethessavingsenfferedebyetheseeineeofecrediteoptionse
aressubstantial.eDoeyoueseecanyedisadvantages?dWhicheofetheetwoelineeofo
creditearrangementsseemsanoreattractive?e



15.6. AseanearbitratordforetheeAmericaneArbitrationeAssociation,eyoue
havedeenassignedaaasednewhichdtisseeksdo@nforcegprovisionsafaheo
AgreementeforéWholesaleeFinancingeagainsteaedealerewhoesignedeitefiveo
yearseagoeandehasebeeneborrowingeundereitesinceethatetime.élheedealer’se
attorneyearguesethatetheecontracteise’voideforelackeofeconsideration” eande
“illusory” ebecauseenowhereoinoitodoeseOtisoagreeotoomakeoaeloaneore
necessarilyedoeanythingeelse.eWhatedoeyouethinkeofethiseargument?eSeeo
AgreementdordNholesaled'inancing,sectiond .o



15.7. ItehasebeeneaeyearosinceoOtisoenteredeointoothisefinancinge
arrangementowitheBonnie’soBoate World.eOtiseisenotehappyewithetheo
arrangement,dnepartédecausedBonniedhasdeendlifficultdoalealewitheandene
partdecausedhedoatdusinessdhasdbeendadandtisewoulddikedoggetute
ofdtaltogether.3onnie’s,dhowever,dsaotdndreach. andtisggetoutefdhise
deal?elfeso,echowedoeseOtisodoeit?eAgreementeforeWholesaleoFinancing,o
section®20.dVhatewilldbedheeffectondBonnie’s?e



17.6. Asg¢hemmewestassociatednethedfficeefethedGeneraldCounselefo
thebecretaryfHtate, oyourdirstanssignmentdsdoeanakeaaarecommendatione
regardingetheesearchdogicedoreaenewecomputereprogramethatewillebeausedo
asd¢he@xclusiveaneansafsearchingghedJCCdilings.o

a.dl'heecomputereconsultantsewantetoeknowewhicheofetheefollowinge
namesshouldebeeconsideredetheeequivalentenfed’JohnePhillipebmith”:gohne
Phillip&myth,dohnehillip&mith,dr., dohndhilip&mith,dackédmith.e

b.dWNVhatds¢heaadvantagewfaeturningenoresnames?deweramames?o



17.7. Youeareeaemembereofeyourestate’seLaweRevisioneCommission.e
ThedCommissiondsenowepreparingethes?010A mendmentsetoethesdUniforme
CommercialeCodeeforeadoption.eTheeAmendmentserequirecthatetheestateo
choosedetweendwoorersions@fdJ CCK9-503(a).dVhicheAlternativealogroue
prefer,eandeshowewouldeyoueargueeyourechoiceetoetheenthereCommissione
members?e



17.8. a.dfdhedilingefficeareceivesanariginaldinancingestatementene
Wednesday, dyavhatelayenustdhedilingofficedndexdtdand¢herebyeendere
itsearchable)?dJCC&§9-519(a)anddh).o

b.elfetheefilingeofficeecompliesewithetheseesections,etheelastesearche
reportahatalidenotdncludeareferencedodhisdinancingstatementewouldegoe
outeonetheefollowingdVNednesday.«Caneyouseeawhy?dUCC&§9-523(c)eando
(e).o

c.oWhatehappensetoeaefilingeofficeethated oesenotecomplyewithetheseo
sections?dJCC&§9-524, £ ommentBaodJ CCHI-523.0



18.7. WheneKennetheKetteringeappliedetoeFirsteNationaleBanketoe
borrowemoneyeagainsteéhiserestaurant,eFisherman’sePier, dhedirstethingeheo
bankelidewasdodileaadinancingstatementendhedormsetdorthandJCC&9-
521.dTheebanketoldeKennethetheyewereefilingetheestatementeandeKennethe
saidethatewaseOK, ebutenobodyethoughtetoegetehimetoesigneitebecausectheo
formehasenoeplacedforeaassignature.él’heebankefiledethedfinancingestatemente
oneMarcheleandeconductedeassearchethroughethatedate.éI'heesearchewase
clean,and¢hedankelosed@ndhe320,000doan@ndviarche 5.Atd¢healosing,o
Kennethsignedasecurityagreement.el woalaysafterdheelosing,&Kennetho
disappeared.oWhenetheobankesearchedethestitlestooFisherman’sePieretoo
prepareeforeforeclosure,eitediscoveredeaefinancingestatementeinefavoreofe
NationsBankethatehadebeenefiledeMarchel 0.eFurtherdnquiryerevealedethate
Kennethe hade borrowede $330,000e frome NationsBanke juste beforeo heo
disappeared.eFirsteNationaleBankeconsultseyouebecauseeNationsBankehase
askedetoeseeotheoauthenticatederecordeauthorizingetheefilingeofeFirste
National’sdinancingstatement.o

a.oExactlyowhatorecordewouldethatebe?e UCCo0§§9-322(a)(1)eande
Commentet, &-502(d),®-509(a)anddb),#-510(a).o

b.&houldd&irstéNationalehangedtsegprocedures?dfeso,chow?e



19.6. JaneteDakineiseinefinancialetrouble.él’heeonlyebrightespoteinehere
financialedealingsdsethatéherdawsuiteagainsteherdormerefinancialeadviser,o
Adamdlershey,goesdodrialmexteweek.eAAdamewvas@nepainkillersdoremoste
of¢hedhreeeyearsdheananageddanet’sdnvestments,aanddhegerformancefo
Janet’sénvestmentgortfolioshowsdt.dnseveralénstances,sAdameromisede
toanakegarticularénvestmentsdorderdutalidenot.duringdhedhreeesears,o
$2.5emillioneturnedeintoe$450,000.0Adamehaseofferede]aneto$800,0000ine
settlement,dutshedhinkssheaanewinenore.dndheaneantime, danetewantse
toeborrowe$100,000efromehersbrother,oWilleDakin,eusingetheelawsuitease
collateral.éWilleasksewhateheeshouldedoetoeperfect.dWhatedoeyouetellehim?o
UCC&8§1-201(25),8-109(d)(12),8-102(a)42),¢13),442),61),$-309(2).0



19.7. Youralient,babinedMusiceManufacturinggSabine),evants¢osello
itseelectronicemusicetuningeequipmentetooferseyoMusiceAssociates,olnc.o
(Jersey)doré168,000,¢payable@verseveneyearsewithanoemoneyalown,ewithe
theequipmentdoserveassecuritydorgpaymentafdhegurchasegrice.derseyo
wantsetooputetheoequipmentetoouseoimmediately,ebuteinsistsethatenoe
financingestatementebeefiled.o”Ourebankelenderewilleseeciteonetheecredite
reporteaandegoenuts,” sayseBilldersey,epresidentefdersey.dsehereeanyewayeo
Sabineanalodhealealowithoutdakingaheaiskefdersey’sdbankruptcy?dBille
Jerseyesuggestsethatéheecaneputetheemusicedtuningeequipmentedneasseparateo
room,esubleaseotheoroometoeSabine, eandeagreesthatetheemanufacturinge
equipmentdsd’atealldimesdndabine’sepossession.” Bill,¢'asdabine’seagent,o
willecontroleaccessotootheeroomeonebehalfeofeSabine, opermittingoJerseyeo
workersd¢oenterd¢heeoomendaisegheequipmentenlyasauthorizeddrome
timedodimedydabine.” Alld¢hisewilldbedndargeeprint, neasigneposted@ne
theedoorenfetheeroom.ésabineewantsetoed oetheadeal, ainlesseyoudtelle¢hemeito
won’tework.dWVillat?dJCCH-313(a).o



20.3. Youralient,&oldséMobileddomes,sellseabout®00anobiledhomeso
agearatanaveragegricedfabout$25,000.dVhendioldssellsadrome,dtdrase
theo buyere executeo a® promissorye note,o securitye agreement,® ande ane
authorizationdodileastandarddJCC-1dinancingstatement.dnaccordewithe
theaadviceafdtsdformerettorneys,dfoldsealwaysealescribesetheerollateralense
“[brand]emobilechome,dserialenumber]”eanddfilesethedfinancingestatemento
inghedfficefdhedecretaryfdtate, dJCCivision,edheeplacesspecifieddne
UCC&9-501(a)(2). Thestatead oesenotepermiteperfectiondneaemobilechomeo
byenotation@neaertificateofditle.)o

Foldse@epossessesdromdivedodenenobiledhomesaeyear.dintiléhedobe
Barkere case,® Foldse hade nevere hade anye legale problemse withe thee
repossessions.dBarkerédoughteaemobilechomedromeioldseaboutaeyeareago.o
Hegutdhedhomednadotdhewwnedaboutdouranilesutsidedhewity.dAftero
Barkeralisappeared,doldsewas@ervedewithasummonsandeomplainténae
mortgageeforeclosureebroughtebyePacificebecurityeFinancee(PSF).dteseemse
thatd’SFdinanceddBarker’sepurchase@fd¢hedoteandBarkeralefaultedenéhise
mortgagedodhem.#SF seomplaintalleges¢hatéheanobiledomedsadixtureo
andehenceocoveredeunderoPSF’ somortgage.oltoalsoeallegesothateFold’se
securitydnteresténdheanobiledhomedsainperfecteddecausedtovasaotdiledo
“inetheoofficeowhereeaemortgageoonetheerealoestateowouldebeofiledoore
recorded,”o citinge UCCe §9-501(a),o ande “failse toe complye withe theo
requirementsf’dJCCE§9-502(a)aanddb).o

a.dllisond’olds,¢hegresident@fd’olds,dsereryaipsetdydheallegatione
thatd’olds’@nterestdsainperfectedandasksdfdheallegationdseorrect.dVhate
doeyoudelleAllison?e
b.doesdoldsewinerdoseagainsted’SF?dJCC&9-334(e)(1).0
c.oWouldeFoldsewineoreloseeifotheochallengeroewaseaotrusteeoine
bankruptcy?dJCC&9-334(e)(3).0
d.eHowesshouldeFoldseperfectdtsenterestdnetheemobilechomesdtesellso
ingheduture?dJCCH§9-102(a)(41),8-502(a)eanddb).0



20.4. Samétoney, @wneredfdHtoney’sdizzad’arlour,dserefinancingehise
businessawithdNesterndCommercialBankanddasaskedegyoudodakeadooke
atdéhealocuments.eAgortion@fearagraph@O@f¢heaealgropertyenortgageo
readsasdollows:e

In addition, Borrower agrees to execute and deliver to Lender, upon
Lender’s request, any financing statements, as well as extensions, renewals
and amendments thereof, and reproductions of this Instrument in such
form as lender may require to perfect a security interest with respect to
[the collateral]. Borrower shall pay all costs of filing such financing
statements and any extensions, renewals, amendments and releases
thereof, and shall pay all reasonable costs and expenses of any record
searches for financing statements Lender may reasonably require.

Adatereprovisiondndheenortgagealefinesé’lender” easancludingdhedank’se
“successorseandessigns.” o

Samesaysothatewheneheoreadethiseparagrapheinetheobank’seforme
mortgageagreement,deovasadittledrritated. Buteonsideringghedimeandeo
effortehechasalreadyeputdntodhiserefinancing,cheadoesn’tewantdoepulleute
andestarteovereunlessetheeclauseepresentseaerealeandesubstantialeproblem.o
Doesdt?o



21.4. MonteoPublishingeCompanyehaseaskedeyoureclient,oFlexibleo
Finance,o toe financee Monte’se acquisitione ofe ae custom-builte four-colore
printingepress.él'heepressewillebeemanufacturedebyslhienél oolesCompany.o
Theecosteofetheopressowillebeel.2emillion.eTheepartieschavecagreedethate
Monteawillepayallalosingaostsandepaydilexiblee Ogpercentdnteresteongheo
amounteofefinancingeoutstandingeateanyegivenetime.ePaymentewillebeecine
equalemonthlyeinstallmentseovereseveneyears.eBecauseeofesizeableelossese
Flexibledookasasecuredareditorandwoaecentdankruptcyaases,dlexibleo
insists¢hatd¢hedransactiondestructuredasadease.dlexibleewoulddikesyoue
toalraftéhedeaseande@enderan@piniondhatehedransactionavillbeeffectiveo
asadease.o

Monteanddlexibleagreeethateheaexpectedaisefuldifeefetheepressase
probablydetweendiveandd 5¢7ears, dutao@nezandesuredhowdongataville
inefactebesusefuleandeusedebecausesthestechnologyeisechangingerapidly.o
Monteewoulddikeetoeusectheepressethroughoutetseusefuldife;eFlexiblechase
noeusecforetheepresseandedoesenotewantepossession.elfetheepressehasetoebeo
resold,¢#heaccommission@nehesalegrobablyewoulddeabout5egercentfo
theevalueeofetheepresseatetheetimeeofesale.oAseitsevaluesapproachesezero,o
brokersewilldedncreasinglyanwillinggoaindertakedtseale.o

Flexibleeunderstandsethatethedeaseemightenotegivedteexactlyewhateito
wants, dutdtevoulddikesyoudoomeasaloseasgossible.dVhatewvordingaloe
youerecommenddforetheeprovisionsenfethedeaseecontrollingethedeasesterme
andetheeamounteoferentepayable?dfeyouerecommendethateFlexibleshaveeao
reversionaryeinterest,showeshouldeFlexibleedealewithereversion?eUCCe§1-
201(35).@



21.5. Youralient,&idelityeAssurance,gplansd¢ogurchased26amillionfo
chattelepaperepresentlycheldebyeAutoefinance,eL.LC.éWhateshouldeFidelityo
doe toe assureeitselfe thate Autoe Financee hasn’te strippede thee paymente
obligationsdromdheahattelgpaperaandsoldd¢hemdosomeoneelse?o



22.8. HarryeMontague,easseniorepartnerdneyourdirm,eheardethateyoue
tookex@oursedneecureddransactionsandawaschooleanddhasdnvitedeyoudoo
lunch.eTheogovernorerecentlyeappointede Harrye toe thee Uniforme Lawe
Commission.gSurelyeyouerememberethatébunchethatesharesecontroleofetheo
officialdextefd¢hedJCCanddhedtherainiformeandaenodelacts.)dlhedJ.Cdso
consideringerevisionsetoeArticled.eHarryedidn’tetakessecuredetransactionse
inelaweschooleandecheerfullyeadmitsethatehesknowsenothingeaboutetheo
subject.eNonetheless,eaoULCecommitteeeofewhicheHarryeiseaemembereiso
aboutdoerote@nagroposedamendmentdod CCKI-515¢hatewouldgpermite
theefilerseofefinancingestatementsetoechooseetheelengtheofetimeeforewhiche
theyewouldédeeetfective.elheptionsewouldded,dl 0,6l 5,@re20eyears.eA ftero
thatotime,otheosecuredopartiesocouldestillefileocontinuationestatements.o
Harry,ewhosedackgrounddsdneealestate,aloesn’tseeawhydhereeughteoo
beanydimedimite@ndheeffectivenessofdilingsatall. df¢heysmeedadimitone
regularefilings,eHarryesays,ehowecomeetheyedon’teneedeoneeonemortgageso
thateeachdixtures?dJCC&9-515(g).dHarryaskseyour@pinion.dVhatalogyoue
telldhim?e



22.9. Asamewassociateatdimpsond hacher,youdavedeenassignedeo
toaleardheditlesdtoctheassetsefdGeneraleVotorsdnepreparationdorerlosinge
oneae$l.5ebillioneloanefromeSimpsoneThacher’soclient,o] PMorgan.eYoue
discoveroe threeo terminatione statements.o Twoe aree ine connectione withe
financingstatementsdiledenoreghandivegearsagoandaoteontinued.édneo
isdaneonnectionewithadinancingstatementdiledewithingheepastdiveeyearse
onebehalfeofeCitiBank.dWhat,cifeanything,ewilloyoued ocstoemakeesureethoseo
terminationsatatementsewereauthorized?dJCC&§9-102(a)(80),8-509(d),&-
510(a).o



23.5. a.?¥ oua@epresentdctoberdNationaldBank. € DNBdentdlemillionedoe
Beavere Manufacturing,e ae locale concerne thate producese ande servicese
commercialepumpingequipment.e’hedoanelocumentsdncludedesecuritye
agreementeandefinancingestatement,ebotheofewhichedescribectheecollaterale
aso”equipment,einventory,eaccounts,echattelopaper,egeneraleintangibles,o
fixtures,emoney,eandebankeaccounts.” oY oueestimateetheetotalevalueeofeallo
collateraleateaboute$750,000.¢OneecofeBeaver’seassetseiseacbankeaccounteate
GargantuaneBankeandeTrustethatecontainse$85,097.eDoeseONBeohaveoao
securitydnterestdndheaccount?dJCC§§9-102(a)(29)aand¢64),§-109(d)(13),@
and®-203(a)andgb);{Commentel 6¢0dJCCHI-109.0

b.dfdONBehasasecuritydnterestanedhedankeaccount,dsdteperfected?o
UCC&8§9-104,8-312(b)(1),#-314,eand§-315(d)(2).0

c.dDoesdtenatterehatsomeafedheeproceedsehavedeendneheeaccounte
forasdongasetbalays?dJCCH§9-315(c)anddd).o

d.eDoesdtematterdfeBeaverecommingledep100eofedtseownemoneyentoo
thedGBTaccount?dJCC&9-315.0



23.6. Although&sBTdassmeverdaddormalgroceduresdoraliscoveringe
itsedebtors’enameechanges,eGBT’ serecentelosseofeaename-changeecasechase
Monettedromd’roblem@3.1¢hinkingaboutadoptingsomegrocedures.&heo
has¢hreeaqquestions:e

a.dlowdftenawouldshedhavedoaheckdheaorporateaecordsd¢oenakeo
suresheaouldeamend«GBT sdienancingestatementsdndimedo@avoiddossafe
collateral?dJCC&9-507(c).@

b.dl'oebeeeffective,emusteaecontinuationestatementeincludeetheeneweo
name®faalebtordhatehangeddtsenamesincedhewriginaldiling?dJCC&§9-
102(a)(27),8-512(a),#-516(b)(3)eand«5),dormdoredA mendmentsandJCCe§9-
521.0

c.dnghednvestigation@fedoanapplicant,howeldeaahangeafenameo
coulddeaelevant?dJCCHI-515(e).o



24.6. YouaresavorkingdoradoliticallyeonnecteddirméndVilmington,e
Delaware,othatedoeseaeloteofecorporateework,eincludingebigebankruptcye
casesethatecomeefromenlleoveretheeUnitedeStates.eaCaroleLynneMurphy,etheo
youngestgartnerdanghedirm,@xplains¢hat¢hedirmegotdtsstartdndhed 920se
shortlyafterd)elawareeeplaceddNewderseyasdhequrisdiction@fehoicedore
thedncorporation@fdargegubliceompanies.d hedirmaggotadigdoostindheo
earlye1990sewhenetheeDelawareeBankruptcyeCourtebeganeattractingetheo
bankruptcyereorganizationecaseseofethoseesameelargeepublicecompanies.o
Today,eDelawareeisetheeplaceeofeincorporationeforeoverehalfeofeallelargeo
publiccompanieseandeheevenuedorverdalfeofahedankruptciesfdargeo
publiceompanies.dVhendghe@001@evisiondoeArticledaehangeddheelacedfo
filingetoetheeplaceeofeincorporation,eDelawareeenjoyedeanothereroundeofe
prosperity.e

a.Murphyasksevhatgyoudhinkewoulddappen@ndhedollowingdacts.o
Theoothere49eostateseandetheoDistrictoofeColumbiaeretaino Articlee9oase
promulgated,e bute Delawaree adoptse a® non-uniforme amendmento thate
excusesefilingealtogether.éI’heeDelawareelawesimplyedeclareseallesecurityo
interestse “perfectede withoute filing.”e Cherokee,o Inc.,® a® Delawareo
corporationewhoseeassetseandeoperationseareeallelocatedeineNewoYork,o
borrowsemoneydromeaeNewoY orkebankeandegrantsetheeNeweY orkebankeao
securityeinterest.6lheeNewoY orkebankedoesenotefileeadfinancingestatement.o
Agyeardater, herokee,dnc.dilesainderdhaptere 1efdhedBankruptcy€ odeo
indNeweY orkeandseeksdoavoidetheeNeweY orkebank’sesecuritydnterestease
unperfected. dJCCHEI-301(1),8-307.0

b.eWouldeaelawethatesuccessfullyeexcusedesomeeorealldUCCefilingse
makeeDelawaresaemorerdessattractiveeplacedoralebtorseodncorporate?o
MurphyenoteseaestudyebyeattorneyeMereditheJackson,ereportedeinePetero
Alces,eAbolishetheeArticle®eFilingeSystem,e79eMinn.eL.eRev.e679,0690-6910
(1995),eindicatingethatetheecostseofefilingeandesearchingeaverageoaboute
$25,000dordoansdnd¢heaange®f&20anilliondod70emillion.o



24.7. AoU.S.egovernmentoaffiliatedethinketankehasebeeneaskedetoe
imaginedhowdheavorld’sdilingsystemsavillde, rshouldde, @rganized20e
orédleyearsdromenow.é heyevoulddikegyour@pinion@ndhesealternatives:o
Willdgheredeasingle,awvorld-widedilingsystem?&everaloworldwidedilinge
systems,@achdoradlifferentdype@faollateral?dNationaldilingsystemsavithe
theepropereplacedforefilingespecifiedeineinternationaletreaties?efethedatter,o
willd¢hesystemdbeaollateral- based@ralebtor-based?e



25.6. Youralientewaserecentlydnjureddneaneautomobileaccident.élheo
carethatecausedetheeaccidentewaserenderedeinoperable.eBeforeetheepoliceo
arrived,dhealrivereemoveddheeegistrationanddhedicenseglatesdromdheo
careandefledetheesceneconefoot.sTheeaccidentereport,ewhicheyoueobtainedo
frometheehighwayepatrol,eshowseonlyetheemakeeandemodelefetheecareande
thedVIN.el'heepoliceadon’teseemetodbead oingemucheaoaliscoverdhesnameafo
the@wner.€Cangyoudinddteyourself,eworking@nlydromdhegubliceecords?e
Willeyouremethodaliscoverd¢hesnameafedhe®wnerdfdheaardsdromeutfo
state?d’rom& anadaevhereaowertificatesfditlearedssuedanddhedransfero
of@wnershipafaanotorevehicledsanoteecorded@nanyeublicaecord?e



26.7. YouerepresenteCommercialeFinance,eaocommercialelender.elto
holdsasecondenortgagedndheamount@f$2.3enillionagainstandndustriale
plant.e(Thateamounteincludeseprincipal, einterest,eattorneysefees,eandetheo
estimatedaostsefeconductingedheamortgagedoreclosuressale.)élheeplantdse
theonlyasset@f¢healebtor,dndustrialéManufacturers,dnc.§Industrial).e’heo
principalse ofe Industrialohavee personallye guaranteede paymente ofo theo
mortgagealebt,dutdtdsainclearewhethereanyaeficiencyeagainstethemewille
beacollectible.eThedoreclosuresfdCommercial’ semortgagedsecompleteeande
theesaleoisesetoforenexteweek.oTheefirstomortgagesinethesamounteofef4.1e
millioneinefavoreofeCityeStateeBankeiseinedefault,ebutethedbankehasenoteyeto
begunetoeforeclose.oCommercialeshaseaskedeyoustoeprepareethesbiddinge
strategyoforetheoupcomingesale.oltobelievesothateifotheopropertyowereo
marketedandeolderivately,dtevoulddringdetweend4.2amillioneand&5.60
million,e withe thee moste likelyo resalee pricee beinge aboute $50 million.e
Commercialoestimatesoitseout-of-pocketecostseofebuying,eholding,eande
resellingetheeplanteate$200,000,eandeaneadditional#300,000enfeinteresteande
attorneysefeesewilleaccrueeonethedfirstemortgageeduringetheetimeeitewoulde
takeetoereselletheoplant.eHowemucheshouldeCommercialebideatetheesale?o
Organizegyoureanswerdyassumingeaeaesaleefethedpropertydorexactlyd5o
million,etheneexplainehowetheenumbersechangeoifetheopropertyeactuallyo
bringsemoreerdess.o



28.9. YoueareeaomemberoofetheoUCCoDraftingeCommittee.oTheo
committeedseconsideringeaeproposaleodncorporateeprovisionsepermittinge
judgmento creditorse toe obtaine liensebye filinge theirojudgmentse ine theo
statewidedJCCdilingsystems.ed hegrovisionsaresimilardoaliforniadivile
Procedure€Code&3§697.310aand$97.530setdorthdnsectioneA.d)ogyoudhinke
sucheprovisionsaredndhegublicdnterest?dNhy@rewhyaot?e



30.4. TheecourteineMidlantic v. Bridge restedeitserulingeonetheegreatere
protectionagivendo@donadidegpurchaserefaealestatedorevaluedhandoae
judicialdienecreditor.é'hus,etheecaseeprobablyecomeseputedifferentlyecifethee
propertydaddeenegersonalgropertyaatherd¢haneealgroperty.Should¢heo
ruleéndBankruptcyd ode§g544(a)dedhesamedoraealropertyandgersonale
property?dfeo,ewhatehould¢heainiformaulede?o



32.7. JohneA.E.& Potsie” Pottowdsainderadotafepressuredndisgobeato
CenturioneNationaleBank.oPottow’sefreewheelingelendingepoliciesehaveo
generatedeaenumbereofe nonproducingeassets.” o(Toeputeiteasepolitelyease
possible.)d’Oneamore,” Potsiesays,d’anddemayenodongerdesviablednemyeo
currenteosition.”e

PotsieotellsoyouothiseinetheecontextoofeaediscussioneofetheoPaule
Grummane loan.e Untile yesterday,o Grumman’se deterioratinge financiale
conditiondookeddikedtewouldebecthedaleefestrawethatédbrokeetheecamel’se
back.e&Centurion’sdoanetoeGrummanedsednetheeamounteféhlemillioneanddse
unsecured.elhedinancialestatementseGrummanchasegiveneCenturionefrome
timeetoetimechaveealwayseshowneCenturion’seprincipalecompetitor,eFirste
NationaleBank,easetheeholdereofeae$5emillionesecurityeinteresteinealleofe
Grumman’sassetsdprincipally@quipment,@nventory,eanda@ccounts).dn¢heo
eventefdiquidation,dotsiedssuredheassetsawilleyielddess¢hand5enillion.o
Twoeweeksoago,odesperateoforeideas,oPotsieeraneaeUCCosearchoundere
Grumman’sename.o

Yesterday,eaemiracleshappened.ePotsieoreceivedotheeSecretaryoofe
State’sesearchereporteinetheemail.¢Theecertificate,owhichePotsieshaselaide
gently@ndhealeskéndront@feyou, showsaodilingsagainstdauldsrumman.o
Potsiesaysdedssuredhatdheassetsaredndsrumman’sgpossessionaanddhate
“PauleGrumman”dsetheecorrectenameenfetheedebtore—esureeenoughetoebeto
hiseareer®ndt.o

Toeseizeshiseopportunity,ePotsieohasetentativelyocuteaedealowithe
Grumman.eCenturioneisetoead vanceeaneadditionale$400,000etoeGrumman.e
In@eturn,dGrummanavillgrantasecuritydnterestandavor@ff enturionghate
willsecuredothethedhlemillioneadvanceealreadyeutstandingeandetheenewe
$400,000eloan.&Theewayedlefigure,” ePotsiessays, o’ thatewilldeaveeusewitheao
$1.4emilliondirstenalmosté5enilliondneollateral.”®

Thedankruptcyeexpertdneyourdirmetellseyouethatetheelddblemillione
advanceewilleremainevulnerableeaseaepreferenceeforéOedays,ebutetheenewo
$400,0000 advancee willonot.e Fromehere pointe ofe view,o Centurionehase
somethinggogainandaothingdodosedyenakingshesnewdoane—grovidedeo
thatdCenturionawilldhavegriority@verdiirstdNational. dotsieawoulddikesyouo
toegiveeyoureopinionethateCenturionewillehaveepriority.elfePotsied oseschise
job,eyoueworryethatetheefirmemayenotebeeablestoshangeontoeCenturion’se
business,gerhapseuttingsyourgobdngeopardyasewell.o



a.olsotherevanyowayothatoFirstoNationalecouldehaveoaneeffectiveo
financingstatementdhataloesn’tshowaip@nanfficialsearchdndhesstateo
inewhichdsrumman’sdusinessdsdocated ?dJCC&§9-307(a)anddb),&-316(a)e
anddb),#-338,8-502(d),#-506(c),®-507(a),&-515(c),§-516(d),&-517.0

b.dlowaangoudindeutdfsuchadinancingstatementexists,evithoute
shootingeyourselfeinetheefoot?elUCCe§9-322(a)(1)eandeCommentedetoethate
section.eForeexample,ewhateifeyouesearcheundere”Gruman”e(aneincorrecto
spelling)eaanddindeirsteNational’sdiling?e

c.dVhatshouldeyoualo?e

d.dsd¢hereeanethicaldssuedere?o



32.8. PotsieePottow,ewhoeisestillehangingeoneateCenturioneNationale
Bank,chasemadeeaneappointmentewitheyouetoediscusseadletterchecreceivedeo
froméMarkeKauffman,attorneydordVNeil' sdfeedeandbeedd WES).doreyears,o
WEFSdasbeendgheanlydeedsupplierdod’otsie’sdorrower,dheanow-defuncte
MurrayeCattle€Company.dNowdNFSéhassurpriseddhedankdyealaimingeae
securityeinterestd’ofeequalepriorityewithetheebank” eineMurray’secattleeando
itsdnventoryefemanure,eandeaeprioresecurityenteresteanethedeedeonéhand.o
WESdasadinancingstatementendileagainstdMurray,dutdVESdileddtdwoe
yearsafterdCenturion’sanddtaoversenlyd'feed.” Potsiesaysdedssuredhate
WESaeverservedad9-324anotificationwndhedank.€Centurion’sdinancinge
statementeandsecurityeagreementaoveressentiallyallofdVurray’sassets.o

Kauffman’seletterecontainsecopieseofdVES’sesecurityeagreementeande
financingestatement.eHiseargumenteisethatewhenetheecattlecatestheofeed, o
WES’saollateraldecamegpart@fdhed’ mass” ftheaow)and, somedimedater,o
parteofetheecollateralebecameethed’product” otheemanure).eKauffmanecitese
UCCe§9-336.ePotsieswantsetoeknowedifehesshouldetakeestheeKauffmanelettere
seriouslyeorewhetherd’it’sgustebullshit.” dNhatedoeyouetellehim ?eUCCe5§9-
102(a)(34)@nd«48),8-324.0



32.9. Youre newo client,e thee Equitables Lendinge Groupe (ELG),®
specializeso ine high-risk,e high-profite lending.o Ite lendse toe debtorse ine
possessioneundereChapterel leandebuysenonperformingeloansefromeothere
institutionsandeestructures¢hem.ELGdsenowdnteresteddnasmewdendinge
concepteandewouldelikesyoureopinioneoneit.ePotsieePottow,ewhoerecentlyo
movedetoeELGefromehisepositioneateCenturioneandebroughteELGetoeyou,o
explainsadypicalaase.o

SiliconeMicrochipgSM)diseaemanufacturereofecomputerecomponents.o
Itsebusinesseisefundamentallyesound,ebutetheecompanyeiseoverburdenede
withedebt.oFirsteNationaloBankehaseaeperfectedesecurityointerestoinoitso
inventoryeandeaccounts,ewortheaboutdp6emillion,esecuringeFirstdNational s
loaneinetheeamounteofe$8.2emillion.él’heeSM-FirsteNationalerelationshipeiso
currentlyeineacholdingepatternewhileotheopartieseattemptetoerenegotiate.o
Whileetheyeareedoingethat,eELGewantsetoefinancesM’seacquisitioneofeneweo
inventoryeandehaveepurchase-moneyepriorityeovereFirsteNationaleinebothe
theeinventoryeandetheeaccountsethateariseewhenethateinventoryeisesold.e
Potsieesayseheecanchandleetheeproblemeofemonitoringetheecollateral, ebute
wantseyouetoetellshimewhethereELGecanegetetheepriorityeiteseeksewithoute
agreementefromeFirsteNational.dPotsiesayseheefolkseateFirsteNationalewille
beo”madeasehell”owhenotheyoseeowhatoELGeisedoing,ebute”they’ reesoo
conservativedhey’llstilldedavingeneetingsaboutdtsixenonthséromaow.o
Ind¢heemeantime,ewe’lldbeeamakingsixepointsepvereprime.eAsdongeasewe’ veo
gotefirstepriority,eit'sezeroerisk.”eCaneELGegetepriority ?elUCCe§§9-324,9-
401(b).o



33.7. Threegyearsaago,youralient,BarneydNells,doaned$75,000¢0drise
brothereWilburetoehelpeWilburebuyeaesmalleapartmentebuildingeineNewe
York.eWilbureexecutedeaemortgageeagainstetheepropertyetoeBarneyeatetheo
time,ebuteBarneyedidenoterecordeitebecauseshesthoughterecordingemighte
offendeWilbur.eSinceothen,e Wilbur’sefinancialeconditioneandeBarney’se
relationshipewithéhimehaveegrowneprogressivelyoworse.€Concernedeaboute
rumorseofeprofligacyeandefinancialeruin,eBarneyofinallyorecordedehise
mortgagedwoeweekseagoeandepurchasedeadtitleeandeencumbrancessearch.o
Thesearchshowsdourencumbrancesagainstd¢heeroperty:o

1.0 Aenortgagedndavor@fdValterdVeyrauchéngheamount@f&45,0000
recordedefoureyearseagoe(theemortgagedseactuallyeoneaedifferento
pieceefepropertyeownedebydNilbur;dteshowseupeoneyouresearche
becauseo thee mortgageo containse ane after-acquirede propertyo
clause).o

2.0 Agudgmentdor$38,000dndavorafelalbotdinancial&ervices,dnc.,®
recordedé¢woeyearsago.o

3.0 Aanortgagedndavorafellied oklas,aecorded@negearagodndheo
amount@f&60,000.0

4.0 TheanortgagedodBarneydVells.o

Eacheofethedfouredocumentsediseregularepndtseface.eBarneyesaysel oklaseiseao
closedriendefdNilbur;ehealoessnotaecognizedhewtherdwoamames.dBarneyo
estimatesethatetheepropertyeisewortheaboutetheeamounteofehisemortgage.o
Barneyacknowledgesdhatdhed'screwedaip” dyanotdringingdhisenatterdoo
youatdhedimeefehedoan,dutcheswantsetosknowdfetheredseanythingeyoue
canedoeforehimenow.dsethere?eCaneyoudmagineeanyefactseconsistentewithe
whateBarneyehasetoldeyouethatewouldemakechisemortgageevaluable?eOreiso
he,easeWilburetoldehimeyesterday,o’deadeinetheewater” ?eNewoY orkeRealo
PropertyelLawse§291.0AssumesthateNewoY orkedefinese”purchase-moneyeo
mortgage” eineaccordewithe42ePennsylvaniaeConsolidatedeStatutese§8141e
andegivesdtepriorityeineaccordewitheCaliforniaeCivileCodee§2898¢(allethreeo
sectionsareadeproduceddneAssignment3).o



34.7. Willard&Kurtz,@driend@feyoursdromaollege,asks¢hateyoudakeo
adookeateaontractdorehimdeforechesigns.eForeseveraleyears,dNillardehase
beendookingdoradive-acredract@ofevoodeddandonaeiveraiteaeeasonableo
price —noteaneeasydilletoefill —andehechasefinallyefoundeit.eTheedocumente
heshowsegroudsditled¢’Contractdorddeed.” 'heaontracteprovidesdorasaleo
priceeofe$300,000,0payableowitheinteresteatedeopercenteineequalemonthlye
installmentsefe3,800.30evereaeperiodefeeneyears.dJponepaymentefetheo
fullepurchaseeprice, otheeowner,eRanchoeMirageeDevelopment,elnc.,ewillo
transferetheepropertyebyedeed,efreeeandecleareofealleencumbrances.eTheo
contractegiveseWillardetheerightetoeprepayetheutstandingebalanceeateanyo
timeeandetoereceivechisedeedeatetheetimeenfepayment.dlhedtitlessearcheyoue
orderedeoneheepropertyshowseaemortgagedneheeriginaldaceeamountefe
$9.4amillion.elheanortgagedssigneddyeRanchodMiragedevelopment,dnc.o
anddsdndavorefobertd..dHenderson,¢hedormerewnerafdhegproperty.o
IteencumberseaboutebOefive-acreeparcels,dneadditionetoetheeracteWillardese
buying.dBased@ngyourknowledgeafaeal@statedndhearea,oyouestimateo

thatallé0dracts¢ogetheraregprobablyewvorthemored¢hand20enillion.o
a.0WhateareeyoureconcernseaseyoueadviseeWillardewhetheretosbuye
underdhiseontract?e

b.eWouldeitechangeeyouremindeifeRanchoeMirageshadealreadyesolde
overehalfetheotractseinothisedevelopmenteandewasereceivingemonthlye
paymentsdromeurchasers¢hatevereewellénexcess@fdhegpaymentdkanchoe
Mirageaenustenake@achenonthd¢oddenderson?e



34.8. Ineaeparallelouniverse,eyouerepresenteRanchoeMirageoinethee
scenarioalescribeddndhegreviousgroblem.dVNillard&Kurtzdhasqusteefusedo
toeclosesandeMr.eMirageciseworriedeaboutewhethereheecaneselleanyeofehise
tracts.dVhatalogyouerecommend?o



36.8. RoberteandeEdward&herrockareegartnerséndherrockdrothers,o
adloyotaalealership.Eddrieddoaalleyouearlydhisafternoon,duteyouevereo
ineaemeetingeandeheewaseunablectoegetethrough.oYoudjustelistenedetoetheo
lengthyevoicemailethateEddefteforeyou.eEdecalledefromeDovereMotors,etheo
Toyotaedealershipeineaenearbyecity.eHeeboughtetwoecarsefromeDovereande
madeoarrangementsetoopayeforothemobyotransferoofefundselaterothise
afternoon.eDovereagreedetockeepetheecarseforeacfewedayseuntileSherrocke
Brothers@ouldséenda@oupleafalrivers¢oanovedhem.eA fterdedeftdIover’se
lot,eEdéhadesecondethoughts.eHeehadeheardesomeerumorsethateDoverewase
indinancialadifficulty,socheearalledeyoudtodindeputeifet’ sepkayetodeavedheo
carsg¢hereaintildeggetsdbackdromehicagodndwoalays.eActually,eyouewereo
ongouraway@ut@fdownasavell. doesghishavedodealealtavithaow?dJCCo
§§9-320,¢1-201(b)(20),2-102,&2-403(2)eand«3).€Considerd¢woepossibilities:®

a.oDoveresellsotheotwoecarsetoebuyerseinetheeordinaryecourseoofe
businesseand¢hendilesdankruptcy.o

b.eDoverdfilesebankruptcy,eandeDover’seinventoryeendereclaimsetheo
cars.o



37.8. JeandNiddingtondoughteaaardor#8,000.eAllydentdViddingtone
$7,000@fdheepurchaseepriceandsecureddhedoanewithagpurchase-moneyeo
securitydnterest.Allydhaddtsdienanoted@ndhewertificatewfditle.dNhendheo
engineeverheated, dNiddingtoneaookdtetoedCentraleAutoeRepair.eAlthoughe
Widdington’secontractewitheAllyerequiredethatesheenotifyeAllyeandeobtaine
theirgrermissiondeforewontractingdoranyeepaireostingenoreshan2,500,o
shealideneither.elheaepaireost$3,500.€CentraleAutoRepairassertedeaadieno
undere thee followinge Wisconsine statute,o gaveo propere noticeo undere
Wisconsintatute§779.48,andeventuallysold¢he@aratauctiondor5,500.0

Wi isconsin Statutes Annotated—Mechanic’s Liens
(2019)
§779.41

(1) Every mechanic and every keeper of a garage or shop, and every
employer of a mechanic who transports, makes, alters, repairs or does any
work on personal property at the request of the owner or legal possessor
of the personal property, has a lien on the personal property for the just
and reasonable charges therefor, including any parts, accessories, materials
or supplies furnished in connection therewith and may retain possession of
the personal property until the charges are paid. The lien provided by this
section is subject to the lien of any security interest in the property which
is perfected as provided by law prior to the commencement of the work
for which a lien is claimed unless the work was done with the express

consent of the holder of the security interest, but only for charges in excess
of $1,500.

§779.48 ENFORCEMENT . ..

(2) Every person given a lien by §779.41 . . . may in case the claim
remains unpaid for two months after the debt is incurred . . . enforce such
lien by sale of the property substantially in conformity with [UCC §§9-601
through 9-628] and the lien claimant shall have the rights and duties of a
secured party thereunder. . ..

a.doesdentraldhaveadien?o
b.dfso,evithewvhateprioritydnaelationdoeAlly?dJCCH9-333.0



c.dsetheebuyer’setitleefreeeandeclearenfeAlly’sesecurityeinterest?eUCCeo
§9-617.0

d.dWhodsentitleddodhed5,500?dJCCKI-615.0

e.dVhatewoulddheaesultdbeainderdMainedaw?&eedl 0eMe.Rev.dHtat.o
Ann.£8§3801-3802, setdorthdnsectioneA@feAssignmentB7.o0
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