
1Farmers’ State Bank of Palestine v. Yealick, 69 Ill. App. 3d 353, 387 N.E.2d 399, 26 U.C.C.
Rep. Serv. 509 (1979) (even unperfected security interest is enforceable against a debtor). 
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§ 4.01 Purpose

A creditor or seller that retains a security interest in some of a debtor’s property may
subsequently learn that other parties claim a competing interest in the same property.  Competing
claims can be asserted by an array of potential claimants — including, inter alia, a purchaser (other
than a secured party), another secured party, or a lien creditor (e.g., a trustee in bankruptcy).  The
assertion of competing claims raises issues concerning priorities in rank-ordering the claims, and
these issues are covered in Part IV of this book.  The concern in this Part of the book is to explain
the steps that a secured party can undertake to enhance its position with respect to potential
competing claimants.

Taking one of the designated steps results in perfection of a security interest.  Attachment of a
security interest establishes the relationship between the secured party and the debtor and gives the
secured party a special property interest in the collateral.1  Perfection is relevant only to the secured
party’s position vis-a-vis third-party claims to the collateral.  Perfection has no bearing on the
relationship between the debtor and the secured party, and an unperfected secured party has the right



2Doyle v. Northrop Corp., 455 F. Supp. 1318, 25 U.C.C. Rep. Serv. 932 (D. N.J. 1978)
(unnecessary in action between debtor and secured party to determine sufficiency of financing
statement to perfect security interest because perfection only determines priority among competing
claimants and is irrelevant to validity of security interest).  The statement in the text assumes,
however, that the obligor has not filed for bankruptcy.  If the obligor files for bankruptcy, the
Bankruptcy Code will permit the bankruptcy trustee to invalidate an unperfected security interest.
See § 16.04[B] infra.

3Ostensible ownership problems are discussed in context throughout the book.  For an overview,
see § 1.02[B][2] supra.
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to enforce its security interest in the event of default.2  By perfecting the security interest, a secured
party reduces the risk that a third-party claimant can successfully assert a superior claim to the
collateral.

Although perfection may be accomplished by a variety of methods, the general principle
underlying the concept is simple.  Because a security interest is created by a contract between the
secured party and the debtor, its existence might be known only to the two principals.  Perfection
generally requires that the secured party take designated steps that are deemed to be sufficient to
publicize its interest to other parties that might have an interest in the same property.  This notice
is intended to overcome, at least in part, problems of “ostensible” ownership.3  A prospective buyer
of the collateral, for example, has an obvious interest in knowing whether the offered property is
subject to an outstanding security interest, just as a subsequent lender would want to know of a prior
security interest.

Thus, perfection typically entails the steps that are necessary for a secured party to provide
adequate public notice of the existence of its security interest.  Although perfection will not
guarantee priority against all potential competing claimants, it will substantially improve the secured
party’s chances of achieving priority.

§ 4.02 The Alternative Methods of Perfection — § 9-310

Article 9 identifies eight different methods by which secured parties can perfect their security
interests.  The various alternatives are all described, with applicable cross-references to other
sections, in section 9-310.  The availability of any given method of perfection depends upon the kind
of personal property used for the collateral and, sometimes, upon the nature of the transaction.
Often, more than one method of perfection is available, with different methods of perfection
providing different levels of protection against third-party claimants (although every method will
provide protection against lien creditors, including a trustee in bankruptcy).  The method chosen by
the secured party will reflect an assessment of the practicality of alternative methods — possession
will not work for a manufacturer that needs to make use of its equipment but filing a public notice
is ideal — and the risks associated with the available methods.



4U.C.C. § 9-310(a).

5U.C.C. § 9-310(b) (listing exceptions), and Comment 2 to that section.

6U.C.C. §§ 9-310(b)(6), 9-313.

7U.C.C. § 9-312(b)(3).  

8U.C.C. §§ 9-310(b)(2), 9-309.

9U.C.C. § 9-310(b)(5), (9).
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[A] Filing a Financing Statement

Article 9’s default rule requires that a financing statement be filed to perfect all security interests
and agricultural liens.4  All other methods of perfection are considered to be exceptions to this
general rule.5

A financing statement is a simple form that is filed in the appropriate public-filing office to
enable interested parties to obtain information indicating that there might be a security interest in
personal property of the debtor.  It is analogous to the public filing of a deed to show a mortgage
interest in real property, except that most financing statements are filed in a distinct filing system and
are considerably simpler than a real estate filing.  Perfection by filing a financing statement is
covered extensively in Chapter 5 infra.

[B] Possession

A secured party generally can perfect a security interest in goods or in any form of indispensable
paper by taking active or constructive possession of the collateral.6  With respect to money,
perfection by possession is the only method available;7 with respect to other forms of indispensable
paper, it maximizes the secured party’s protection from third-party claimants.  Perfection by
possession is discussed in Chapter 6 infra.

[C] Automatic Perfection

In a few circumstances, a security interest becomes automatically perfected upon attachment,
even if the secured party takes no other steps to publicize its interest.8  The policy justifications and
implications for exempting the applicable transactions from the normal public-notice requirements
are explored in Chapter 7 infra.

[D] Temporary Perfection

Article 9 also allows automatic perfection of a limited duration in certain circumstances.9



10U.C.C. § 9-312(e), (f), (g).

11U.C.C. § 9-315(d)(3).  When certain conditions are satisfied, the temporary perfection
automatically extends beyond the applicable period, thereby constituting a form of indefinite
automatic perfection.

12Federal preemption is discussed generally in § 1.07[A] supra.

1349 U.S.C. § 1403.  In re AvCentral, Inc., 289 B.R. 170, 49 U.C.C. Rep. Serv. 2d 1336 (Bankr.
D. Kan. 2003).

14U.C.C. §§ 9-310(b)(3), 9-311(a)(1). 

15See, e.g., In re Morgan, 291 B.R. 795, 50 U.C.C. Rep. Serv. 2d 596 (Bankr. E.D. Tenn. 2003)
(the exclusive method in Tennessee to perfect a security interest in automobiles that are not part of
inventory is through notation of the interest on the certificate of title in compliance with the state’s
motor vehicle title and registration laws and the secured party cannot supplement these laws with
principles based on the equitable doctrine of subrogation); In re Charley’s Automotive, Inc., 50
U.C.C. Rep. Serv. 2d 927 (M.D. Ga. 2003) (secured creditor possession of certificates of title signed
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Temporary perfection is possible with instruments, certificated securities, negotiable documents, and
goods in the possession of a bailee other than one who has issued a negotiable document for them.10

Temporary perfection is also generally available with respect to proceeds.11  The details of temporary
perfection are spelled out in Chapter 8 infra.

[E] Perfection Under Federal Law

Federal law includes some requirements concerning methods of perfecting a security interest.12

For example, the Federal Aviation Act requires a security interest in an airplane to be perfected by
filing with the Federal Aviation Administration.13  Bowing to inevitable principles of federal
preemption, Article 9 recognizes that filing a financing statement is not required and cannot even
be effective to perfect a security interest if a federal statute or treaty provides for the use of a national
or international registration system, a national or international certificate of title, or otherwise
requires a different method of perfection than that specified in Article 9.14

[F] State Certificate-of-Title Statute

All states have enacted certificate-of-title statutes that cover motor vehicles and that may cover
similar goods, such as trailers, boats, mobile homes, and tractors.  In addition to establishing a
presumption of ownership of the designated goods in favor of the person shown as title-holder on
a certificate issued by the state, these statutes also provide that a security interest in the goods can
be noted on the certificate.  Generally, the process of obtaining such notation on the certificate of title
is the exclusive method of perfecting a security interest in the designated classes of goods.15



by the seller of the vehicles insufficient for perfection because the security interest was not noted on
the certificates). 

16U.C.C. § 9-310(b)(3); 9-311(a)(2), (3).  But see Carcorp, Inc. v. Bombadier Capital, Inc., 272
B.R. 365, 47 U.C.C. Rep. Serv. 2d 374 (Bankr. S.D. Fla. 2002) (motor vehicles that are part of a
debtor dealer’s inventory must be perfected by filing a financing statement rather than under the
certificate of title statute).

17See § 9.06 infra.

18U.C.C. §§ 9-314(a), 9-106.

19U.C.C. §§ 9-312(b)(1), 9-104.

20U.C.C. §§ 9-312(b)(2), 9-107.

21U.C.C. §§ 9-314(a), 9-105.

22U.C.C. § 9-313(a).

23U.C.C. § 8-301(a)(1) (delivery requires possession of the security certificate).
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To achieve consistency with these state statutes, Article 9 provides that the filing of a financing
statement is neither necessary nor effective to perfect a security interest in collateral within the scope
of a state certificate-of-title statute.16  The nuances posed by these statutes are detailed in Chapter
9 infra.17

[G] Control

The primary method of perfecting a security interest in deposit accounts, letter-of-credit rights,
investment property, and electronic chattel paper is control.18 Control must be used to perfect a
security interest in deposit accounts19 and letter-of-credit rights,20 and it may be used to perfect an
interest in investment property and electronic chattel paper.21   The specifics on perfection by control
are covered in Chapter 6 infra.

[H] Delivery

Article 9 permits a security interest in a certificated security in registered form to be perfected
by delivery of the security certificate to the secured party even though the indorsement that is
necessary for the secured party to take control is missing.22  Delivery is nothing more than possession
of the security certificate, but the term is used in order to conform Article 9 with the terminology of
Article 8.23

§ 4.03 When Perfection Occurs  –--  § 9-308(a)



24U.C.C. § 9-308(a).

25In In re Browning, 66 B.R. 79, 2 U.C.C. Rep. Serv. 2d 724 (S.D. Ill. 1986), a financing
statement filed in 1983 described the collateral as the debtor’s crops to be grown during 1983
through 1987.  Perfection did not result immediately in the later crops, because perfection requires
attachment, and attachment requires the debtor to have rights in the collateral.  See also In re
Lanzatella, 254 B.R. 84, 42 U.C.C. Rep. Serv. 2d 1156 (Bankr. W.D. N.Y. 2000) (although the
creditor complied with the perfection requirements, it did not have any written agreement that
created a security interest).

26Bradley v. K&E Inv., Inc., 847 S.W.2d 915, 22 U.C.C. Rep. Serv. 2d 915 (Mo. Ct. App. 1993)
(lender that failed to obtain executed agreement that met U.C.C. § 9-203’s requirements for security
agreement could not have perfected security interest in cars of debtor).

27U.C.C. § 9-308(a).

28See §§ 5.03, 10.0l infra.

29NBD-Sandusky Bank v. Ritter, 437 Mich. 354, 471 N.W.2d 340, 15 U.C.C. Rep. Serv. 2d 260
(1991) (order of applicable steps is not determinative for perfection).
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A security interest becomes perfected when it has attached and when the applicable steps for
perfection have been satisfied.24  Satisfaction of the steps required for perfection will not of itself
achieve perfection; the security interest must also attach to the collateral.25  It simply makes no sense
to talk in terms of perfecting an interest that does not exist.26  The Code makes it clear that the steps
to attachment and to perfection may be completed in any order by providing that if the applicable
steps required for perfection are completed prior to attachment, perfection is delayed until the
security interest attaches.27  Perfection occurs at the first point in time at which all of the
requirements for both attachment and perfection are satisfied.

Because of practical aspects of achieving priority that will be explained later,28 a prospective
secured party will sometimes want to complete the applicable steps for perfection before the security
interest attaches.  For example, when it appears that the parties are about to reach a final agreement,
a lender might insist that the prospective debtor authorize the filing of a financing statement that will
then be filed in the appropriate office.  The debtor might not sign the written security agreement or
the secured party might not give value, each of which is a requirement for attachment to occur, until
after the financing statement is filed.  The order of completion of each requirement does not matter,29

but fulfillment of all of the requirements for both attachment and perfection is required before there
can be a perfected security interest.

The opportunity to file a financing statement prior to attachment is also significant in the context
of an after-acquired property clause.  A security interest in property acquired by the debtor after



30See § 2.02[C] supra.

31A previously filed financing statement, however, is insufficient to perfect an interest in after-
acquired property when there is no security agreement.  J.I. Case Credit Corp. v. Foos, 11 Kan. App.
2d 185, 717 P.2d 1064, 1 U.C.C. Rep. Serv. 2d 250 (1986).

32Bank of the West v. Commercial Credit Fin. Servs, Inc., 852 F.2d 1162, 6 U.C.C. Rep. Serv.
2d 602 (9th Cir. 1988) (bank acquired perfected security interest in debtor’s future-acquired
inventory, accounts, and proceeds at time transfer of the assets took effect because financing
statement covering a security interest in such collateral was already on file).  An originally filed
financing statement will also support future advances against the same collateral, even though the
interest does not attach with respect to the future advance until the secured party gives the new value
associated with it.  Thorp Fin. Corp. of Wis. v. Ken Hodgins & Sons, 73 Mich. App. 428, 251
N.W.2d 614, 21 U.C.C. Rep. Serv. 881 (1977).

33U.C.C. § 9-308(c).  See Mims v. First Citizens Bank, 913 So.2d 1098, 56 U.C.C. Rep. Serv.
2d 383 (Ala. Ct. App. 2005) (even though the assignor’s financing statement lapsed and the assignee
filed its statement after the lapse had occurred, the assignee had continuous perfection, initially under
the assignor’s filing and subsequently through the assignee’s possession of the collateral on the date
of the assignment and prior to the lapse).
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attachment first occurs cannot attach until the debtor obtains rights in the after-acquired property.30

The secured party, nevertheless, can file a financing statement with respect to the original collateral
and, so long as the description in the financing statement is sufficient to describe the after-acquired
collateral, the single filing will be sufficient for both the original and after-acquired collateral.31  The
secured party then will have perfected status as to after-acquired collateral as soon as the debtor
obtains rights in that collateral.32

§ 4.04 Continuity of Perfection — § 9-308(c)

Article 9 allows a security interest to be perfected by one method and thereafter remain
continuously perfected through the process of tacking if there is a shift to another method of
perfection.  When different but nevertheless appropriate methods of perfection are subsequently
used, the security interest is deemed to be continuously perfected from the date of the original
perfection, provided that the interest was not allowed to become unperfected during any interim
period.33  A gap during which the interest was unperfected cannot be bridged by tacking, so that
subsequent perfection would date only from the time perfection was accomplished after the gap.
Allowing a gap to occur endangers the interests of a secured party because the general rules of
priority are based on the principle of first-in-time, first-in-right.  A secured party will thus want to
be able to establish rights based on the earliest point in time.

A simple example illustrates the application of the continuity-of-perfection provision.  Assume
that, on March 1, a secured party takes a security interest in the debtor’s stamp collection and



34 The reverse sequence of perfecting methods was effectively used in First Interstate Bank of
Ariz., N.A. v. Interfund Corp., 924 F.2d 588, 14 U.C.C. Rep. Serv. 2d 247 (5th Cir. 1991).  A
security interest in a horse farm’s chattel paper that was perfected originally by filing and
subsequently by possession was deemed to be continuously perfected. 

35 See In re Stewart, 74 B.R. 350, 4 U.C.C. Rep. Serv. 2d 271 (M.D. Ga. 1987) (secured party
became unperfected upon releasing possession of diamond ring back to debtor because execution
of document to effect that debtor held ring in trust for secured party was not adequate method of
subsequent perfection).
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perfects the interest by taking possession of the collection.  On September 1, the parties agree that
the collection will be returned to the debtor so that the debtor can remount several of the stamps.
The secured party determines to perfect the interest further by filing a financing statement, which it
accomplishes on September 1.  If the financing statement is filed before the secured party
relinquishes possession of the collection, the security interest will be continuously perfected from
March 1.34  If the collection is returned to the debtor prior to the filing, however, an intervening
period will result during which the security interest will be unperfected.  The perfected status thus
will date back only until September 1, the date of filing.35  The secured party will be vulnerable to
any competing interest that arose between March 1 and September 1, a result that could have been
avoided by maintaining continuity of perfection.



1U.C.C. § 1-105(1) (2000 Official Text).

2“[A]n agreement by parties to a domestic transaction that any or all of their rights and
obligations are to be determined by the law of this State or of another State is effective, whether or
not the transaction bears a relation to the State designated.”  U.C.C. § 1-301(c)(1).
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§ 9.01 The Code’s Basic Choice-of-Law Provision

The Code’s basic choice-of-law provision, which is contained in Article 1 and is therefore
applicable throughout the U.C.C., permits the parties to select the state whose laws will govern their
transaction, so long as there is a reasonable relationship between the transaction and the selected
state.  Prior to the revision of Article 1, the Code provided as follows:

Except as provided hereafter in this section, when a transaction bears a reasonable relation
to this state and also 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 duties.  Failing such
agreement this Act applies to transactions bearing an appropriate relation to this state.1

The official text of revised Article 1 provides a different, but controversial rule.2  Because of



3See Article 9, Part 3, Subpart 1.

4See Prefatory Comment, Part 3, Article 9. 

5U.C.C. § 1-105, Comment 1 (2000 Official Text).  The Comments to the revision of Article 1
drop this reference, of course, as irrelevant under the new test.

6274 U.S. 403, 47 S. Ct. 626, 71 L. Ed. 1123 (1927).

7See, e.g., In re Keene Corp., 188 B.R. 881, 28 U.C.C. Rep. Serv. 2d 651 (Bankr. S.D.N.Y. 1995)
(selection of Illinois law upheld where debtor, a New York resident, granted secured party, an Illinois
corporation, a security interest in book-entry Treasury securities).

828 U.C.C. Rep. Serv. 2d 398 (E.D. Pa. 1995), aff’d, 91 F.3d 124 (3d Cir. 1996).
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significant opposition to this provision, states adopting the revision have chosen to retain the original
rule.  Because of this, the authors have chosen to deviate in this single instance from the exclusive
use of the revised text of Article 1.

The parties’ right to choose the applicable law is consistent with the Code’s basic freedom-of-
contract philosophy, but it is not unlimited.  The basic choice-of-law provision requires that the
transaction bear a reasonable relationship to the selected state.  More importantly, Article 9 contains
mandatory choice-of-law provisions that govern perfection of security interests, the effects of
perfection or nonperfection, and the priority of security interests.3   Article 1 permits the parties to
choose the law that will govern other relevant issues concerning secured transactions, including
attachment, validity, characterization, and enforcement.4  The discussion below addresses the choice-
of-law provisions of Articles 1 and 9.

[A] The Reasonable Relationship Test

The Comments5 indicate that the Code’s “reasonable relationship” test is similar to the test
created by the United States Supreme Court in Seeman v. Philadelphia Warehouse Co.,6 but this
reference is not particularly helpful.  In Seeman, the Court upheld a choice-of-law clause designating
Pennsylvania because the lender was a Pennsylvania corporation that regularly conducted business
within the state.  The courts have routinely acceded to the parties’ wishes when one of them (usually
the creditor) resides or conducts business in the selected state.7

Even when neither party resides in the chosen state, the courts may find a sufficient nexus
between the transaction and the state to uphold the choice.  For example, in Key Bank of Maine v.
Dunbar,8 a choice-of-law clause selecting Maryland law was held to be reasonable because the
collateral, a boat, was to be kept in that state.  The courts have not required that the parties select the
state that has the most significant contacts with the transaction, only that they select a state that has
some legitimate contact with the transaction.



9Section 1-105(1) (2000 Official Text) requires that the parties “agree” on the law of a particular
state, and “agreement,” as defined in section 1-201(b)(3), includes both the expressions of the parties
and implications drawn from the surrounding facts.  While most choice-of-law agreements are
memorialized in a record (and it is dangerous not to do so), a record is not required.  See, e.g.,
Neville Chem. Co. v. Union Carbide Corp., 422 F.2d 1205 (3d Cir. 1970), cert. denied, 400 U.S.
826, 91 S. Ct. 51, 27 L. Ed. 2d 55 (1970) (court relies on fact that parties assumed Pennsylvania law
would apply).

1020 U.C.C. Rep. Serv. 1015 (D. N.H. 1976), aff’d on other grounds, 562 F.2d 1339 (1st Cir.
1977).

11For discussion of the general rules regarding a secured party’s ability to obtain a deficiency
judgment following a commercially unreasonable disposition, see § 19.02.

12See, e.g., Interfirst Bank Clifton v. Fernandez, 853 F.2d 292, 6 U.C.C. Rep. Serv. 2d 1275 (5th
Cir. 1988) (court refused to apply Louisiana anti-deficiency statute to protect Louisiana resident);
see contra, Lewis v. First Nat’l Bank of Miami, 216 S.E.2d 347, 17 U.C.C. Rep. Serv. 197 (Ga. Ct.
App. 1975) (case decided under 1962 Official Text applying Georgia law to repossession,
notwithstanding choice of Florida law).

13109 N.M. 161, 783 P.2d 471, 10 U.C.C. Rep. Serv. 289 (N.M. 1989).
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Courts only rarely have invalidated a choice-of-law agreement,9 and when this occurs, the result
is obvious.  In Woco v. Benjamin Franklin Corp.,10 for example, the parties to a lease agreement
selected California law, but the testimony failed to establish that either party resided or did business
there, that the collateral was kept there, or that the contract had been formed there. The court
properly applied New Hampshire law to resolve the dispute.

The fact that revised Article 9 is universally in effect significantly dilutes the importance of the
choice-of-law issue.  Nevertheless, some significant differences among the states persist.  Virtually
every state has nonuniform amendments that make its version of Article 9 unique, and even the
uniform provisions have been subjected to varying judicial interpretations.  In most cases, a court
will apply the parties’ choice-of-law provision routinely, but in certain situations one party (usually
the debtor) may argue that a compelling state policy requires the courts of that state to ignore an
otherwise valid choice.  Suppose, for example, that the forum state has an anti-deficiency rule in
consumer transactions that penalizes secured parties that fail to follow the proper procedures for
foreclosure, but the law of the chosen state allows the secured party to overcome a negative
presumption and recover a deficiency.11  Courts faced with such arguments should defer to the
parties’ choice and resist the temptation to apply local law and, for the most part, they have done
so.12

It is generally understood that a court that applies the substantive law of another state will
nevertheless apply the procedural law of the forum state.  In Nez v. Forney,13 for example, the parties



14U.C.C. § 1-105(1) (2000 Official Text).  The Official Text of revised Article 1 eliminates this
test, and provides instead that in the absence of an effective agreement between the parties, “the
rights and obligations of the parties are determined by the law that would be selected by application
of this State’s [the forum State’s] conflict of laws principles.”  U.C.C. § 1-301(d) (2003 Official
Text).  Interpreting “appropriate relationship” in the original Article to mean that a court should
apply the forum state’s conflict-of-law rules is entirely appropriate.

15See, e.g., In re Nantahala Village, Inc., 976 F.2d 876, 18 U.C.C. Rep. Serv. 2d 1027 (4th Cir.
1992) (Florida law, rather than law of forum state, North Carolina, governed).

16See, e.g., Bos Material Handling, Inc. v. Crown Controls Corp., 137 Cal. App. 3d 99, 186 Cal.
Rptr. 740 (1982) (applying law of forum state even though it did not have most significant contacts
with transaction).

17U.C.C. § 1-105, Comment 3.
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selected the law of Texas.  The court held, however, that New Mexico’s statute of limitations was
procedural in nature and applied it.

[B] The Appropriate Relationship Test

If the parties fail to designate the controlling law (or if their choice-of-law clause is not
enforced), the forum state’s version of the Code “applies to transactions bearing an appropriate
relation to this state.”14  The fact that the drafters chose a different verbal formula suggests that the
“appropriate relationship” test is more stringent than the “reasonable relationship” test that governs
choice-of-law agreements.  Suppose, for example, that the parties litigate a case in State A, which
has a sufficient relationship to the transaction to support in personam jurisdiction and bears a
sufficient relationship to the transaction that an agreement choosing its law would be effective, but
State B has the most significant relationship with the transaction.  Most courts have concluded that
the courts in State A should apply the substantive law of State B,15 although a minority have equated
the “reasonable relationship” and “appropriate relationship” tests in order to apply the law of the
forum state.16

While the Comments leave interpretation of the term “appropriate relationship” to the courts,17

equating the two tests runs counter to the normal rules of statutory construction. It should be
presumed that the drafters intended different tests since they used differing language.  The courts that
have taken the “most significant contacts” approach appear to have the better of the argument.

Even if the parties have selected a state that satisfies the reasonable relationship test, the courts
should apply the appropriate relationship test if one of the disputants is a third party that did not



18See, e.g., Hong Kong & Shanghai Banking Corp. v. HFH USA Corp., 805 F. Supp. 133, 19
U.C.C. Rep. Serv. 2d 885 (W.D. N.Y. 1992).

19Section 1-105(2) (2000 Official Text) expressly subjects section 1-105(1) to sections 9-301
through 9-307 with respect to the law governing perfection, the effect of perfection or nonperfection,
and the priority of security interests and agricultural liens.  The Official Text of revised Article 1 is
comparable.  U.C.C. § 1-301(g)(8) (2003 Official Text).  

20Part 3 is entitled “Perfection and Priority.”  Subpart I, entitled “Law Governing Perfection and
Priority,” contains seven sections.

21See § 9.02 infra.

22U.C.C. § 9-301(1).  Priority and perfection of possessory security interests are governed by the
local law of the jurisdiction in which the collateral is located.  U.C.C. § 9-301(2).  See § 9.02[B]
infra.  A situs-of-collateral rule applies to certain types of collateral that are closely related to real
property.  It applies to a security interest in goods perfected by fixture filing, U.C.C. § 9-301(3)(A),
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participate in the agreement process.18  Of course, many issues involving the rights of third parties
will turn on perfection and the effects of perfection or nonperfection, and will be governed by Article
9 rather than section 1-105(1).

§ 9.02 The Article 9 Choice-of-Law Rules

The Article 9 choice-of-law provisions, which govern perfection, the effects of perfection or
nonperfection, and the priority of a security interest, significantly limit the operation of the Code’s
basic choice-of-law provision.19  The reason for the limitation should be clear: Perfection issues
invariably involve the rights of third parties, and, as indicated in the preceding subsection, such
parties ought not be bound by agreements to which they are not privy.  Furthermore, leaving the
decision to the courts under the appropriate relationship test would not provide third parties with the
clear guidance they require regarding the filing and other perfection systems that need to be searched.

Dissatisfaction with the Article 9 choice-of-law rules was one of the primary motivations that
impelled the latest revision of Article 9.  Subpart I of Part 3 of the revision includes the new choice-
of-law provisions that are now enacted in all of the states.20  These provisions are explained in the
discussion provided below.

[A] General Rule: Location of the Debtor — § 9-301(1)

Article 9 provides different choice-of-law rules for possessory and nonpossessory security
interests.  The default rule, which is the one that governs nonpossessory security interests, is that
perfection, the effect of perfection, and, with an important exception discussed below,21 priority are
governed by the local law of the jurisdiction in which the debtor is located.22  Because most secured



and a security interest in timber to be cut, U.C.C. § 9-301(3)(B).  It also applies to an agricultural lien
on farm products, U.C.C. § 9-302, as well as to a security interest in as-extracted collateral, U.C.C.
§ 9-301(4).  For discussion of these provisions see § 9.02[D][1],[2] infra.

23See In re Lance, 59 U.C.C. Rep. Serv. 2d 632 (Bankr. W.D. Mo. 2006) (Missouri law applied
to perfection of security interest in snowmobile because debtor resided in Missouri even though he
used the snowmobile exclusively at his brother’s house in Minnesota).

24U.C.C. § 9-301, Comment 4.

25U.C.C. § 9-307(e).  See discussion below and the discussion of registered organizations in
connection with the appropriate name for a financing statement in § 5.03[A][1] supra.

26U.C.C. § 9-307.
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transactions are nonpossessory, the law of the jurisdiction of the debtor’s location will govern most
frequently.23

This approach substantially simplifies the choice-of-law rules, which under former law most
commonly turned on the location of the collateral.  One of  the greatest advantages over former law
is the reduction in the circumstances under which the governing law will change once a financing
statement has been properly filed.24  Because debtors are likely to change their location less
frequently than the location of their assets, the change to determining choice of law based on debtor
location reduces the instances in which reperfection will be required in another jurisdiction.
Moreover, debtor location for a registered organization is deemed to be the jurisdiction under whose
laws the debtor is organized,25 reducing further the chance that reperfection will become necessary.
Even if reperfection is required, the chances for compliance are enhanced because secured parties
should be able to detect changes in debtor location more easily than changes in collateral location.

Determining the applicable law based on the debtor’s location in the case of a nonpossessory
security interest promotes additional efficiencies as well.  A nonpossessory secured lender that has
pre-filed its financing statement prior to completing its agreement with the debtor does not have to
worry that the collateral may have been moved to another state prior to attachment because its
perfection and priority will be determined by the law of the state of the debtor’s location.  Consider
furthermore a debtor that is a multinational corporation incorporated under the law of an American
state and with offices and assets located all over the world.  Even though the debtor has assets
subject to the security interest in several states and nations, the secured party needs to file, and
searchers need to search, only in the state in which the debtor is incorporated.

Article 9 includes a very precise set of rules that establish the location of the debtor.26  Several
baseline rules are provided in section 9-307(b).  An individual is located at the individual’s principal



27U.C.C. § 9-307(b)(1).

28U.C.C. § 9-307(b)(2),(3).  “Place of business” is defined to mean “a place where a debtor
conducts its affairs.”  U.C.C. § 9-307(a).  This broad definition is included to encompass
organizations that do not engage in “for profit” business activities.  U.C.C. § 9-307, Comment 2.
Multiple filings may be necessary if the organization has a decentralized management structure and
there is doubt about the location of its chief executive office.  See discussion infra this subsection.

29“Registered organization” means “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 must maintain a public
record showing the organization to have been organized.”  U.C.C. § 9-102(a)(70).  The term
includes, inter alia, corporations, limited partnerships and limited liability companies.  It does not
include a general partnership, which is an entity created by contract.

30U.C.C. § 9-307(e).  Events like dissolution of a corporation or suspension or revocation of its
charter that affect its corporate status do not affect its location for purposes of this rule.  U.C.C. §
9-307(g).

31There are examples of corporations that have articles on file in more than one state.  Such a
corporation is not a registered organization, and this can lead to a tricky choice-of-law problem.  The
proper place to file would be the location of the chief executive office, which is not necessarily any
of the places where articles are filed.

32U.C.C. § 9-307, Comment 4.
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residence.27  An organization that is not a registered organization is located at its place of business,
and, if it has more than one place of business, at its chief executive office. 28  A registered
organization29 that is organized under the law of a state is located in that state.30  Thus, a debtor
corporation is located in the state in which its articles of incorporation are filed.

The rule with respect to registered organizations represents a significant advantage over the prior
rule applicable to intangible assets and mobile equipment, which was based on the chief executive
office of a debtor with places of business in multiple states.  For example, a corporation is ordinarily
organized under the law of the United States or a single state,31 and the necessary information is
readily available through public records, typically computer files.  Comparable information is not
available to determine a debtor’s chief executive office.  Reliance on the incorporation records
should also lead to a substantial reduction in errors with respect to the debtor’s name, as both filers
and searchers need to consult those records to determine the proper jurisdiction in which to file or
search.  The Comments point out that a jurisdiction could even program its filing system to reject
any filing that designates an incorrect debtor name for a registered organization.32

The shift from either the location-of-the-collateral or the location-of-the-chief-executive-office
rule to the state of organization for a registered organization is one of the most beneficial aspects of



33U.C.C. § 9-307(b)(3).

34U.C.C. § 9-307(a).

35U.C.C. § 9-307, Comment 2.

36U.C.C. § 9-307(c).

37U.C.C. § 9-307(c).  The same location is designated for the United States as a debtor.  U.C.C.
§ 9-307(h).

38“While collateral is located in a jurisdiction, the local law of that jurisdiction governs
perfection, the effect of perfection or nonperfection, and the priority of a possessory security interest
in that collateral.”  U.C.C. § 9-301(2).
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the revision’s treatment of this complex area.  Of course, some organizations are not registered
organizations.  If a non-registered organization has more than one place of business, it is deemed to
be located at its chief executive office.33  “Place of business” is defined as the place where the debtor
conducts its affairs,34 but the definition does not provide a test for determining a multistate
organization’s chief executive office.  The Comments, however, focus on the place from which the
debtor conducts the main part of its business and indicate that this is the place where creditors would
most likely conduct a search.35

Article 9 also provides rules for determining the location of non-U.S. debtors.  The general
location-of-debtor rules of section 9-307(b) apply even though they result in the location being
deemed to be a foreign jurisdiction if that jurisdiction is one whose laws generally require
“information concerning the existence of a nonpossessory security interest to be made generally
available in a filing, recording, or registration system as a condition or result of the security interest’s
obtaining priority over the rights of a lien creditor with respect to the collateral.”36  That is, the law
of the foreign jurisdiction will apply, but only if it provides a means for public notice of security
interests.  Without a public-notice system, the advantages of applying the location-of-debtor test
would be lost.  Accordingly, in such cases Article 9 establishes the debtor’s location as Washington,
D.C.37  For example, suppose a German multinational corporation has offices all over the world, with
its chief executive office in London.  Because it is an organization but not a registered organization,
it is deemed to be located in London and thus a filing should be made in England.  The filing would
be made in the District of Columbia if the chief executive office was located in a nation without a
public-notice system.

[B] Possessory Security Interest Exception — § 9-301(2)

Possessory security interests fall under a situs-of-collateral rule,38 and the efficiency of such an
approach is obvious.  Because the secured party, its representative, or a bailee obligated to follow
the secured party’s instructions is in possession of the collateral, movement of the collateral to



39See § 9-316(c) and § 9.03 infra.

40U.C.C. § 9-301, Comment 7.

41U.C.C. § 9-301(3).

42U.C.C. § 9-301(1).  See § 9.02[A] supra.
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another jurisdiction can be readily controlled.  Moreover, since revised Article 9 has been universally
adopted, possession will result in perfection under the law of the new jurisdiction at the moment the
goods are moved there.39  The situs rule applies only to perfection and priority of possessory security
interests and nonpossessory security interests in certain land-related collateral; subject to an
important exception for priority discussed in the next subsection, the general rule based on location
of the debtor governs perfection and priority of all other nonpossessory security interests.

[C] Tangible Property Partial Exception — § 9-301(3)(C)

Although most of the advantages of revised Article 9 over former law articulated above relate
specifically to perfection, the drafters recognized a problem with respect to priority that could result
from applying the location-of-debtor rule to nonpossessory security interests when the debtor and
the collateral are located in different jurisdictions.  The Comments explain the problem through the
following example:

For example, assume a security interest in equipment located in Pennsylvania is perfected
by filing in Illinois, where the debtor is located.  If the law of the jurisdiction in which the debtor
is located were to govern priority, then the priority of an execution lien on goods located in
Pennsylvania would be governed by rules enacted by the Illinois legislature.40

To address the problem, there is a significant exception to the general rule that the law governing
the perfection and priority of nonpossessory security interests is the law of the jurisdiction in which
the debtor is located.  With respect to the effect of perfection or nonperfection and the priority of a
nonpossessory security interest, the law of the situs of the collateral governs for collateral consisting
of goods, instruments, negotiable documents, money, or tangible chattel paper.41  The affected
collateral thus consists of goods and indispensable paper — the types of collateral that have a
tangible form and thus can be located within a particular jurisdiction.  The law governing where to
perfect security interests in these types of collateral is determined under the general rule, which is
the local law of the jurisdiction in which the debtor is located.42  In other words, Article 9 bifurcates
the selection of  the applicable law for these types of collateral according to issues of perfection and
issues of priority.  Although this bifurcated approach adds an element of complexity, it preserves the
benefit associated with a location-of-the-debtor rule while avoiding the problems that would arise
in allowing distant jurisdictions to control issues related to priorities.

The exception will not have any effect on the result of any particular priority dispute if the



43See U.C.C. § 9-102(a)(52)(A).

44U.C.C. §§ 9-201, 9-317(a)(2) (converse reading).

45U.C.C. § 9-301(1).

46U.C.C. § 9-301(1).

47U.C.C. § 9-301(3)(C).
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priority rules of the situs state and the state of the debtor’s location are the same — which they will
be in nearly every case.  The result will differ only if the situs state has a nonuniform priority rule,
which can be illustrated with the following example.  On February 1, Bank takes a security interest
in the equipment of ABC, Inc., a Nevada corporation doing business at two locations — Las Vegas,
Nevada and San Diego, California.  That same day, Bank files a financing statement covering the
equipment with the central filing office in Nevada.  Bank does not make a filing in California.
Unknown to Bank, on January 1 Victim had obtained a tort judgment in a California court against
ABC, Inc., and Victim had filed a notice of judgment lien against ABC, Inc. with the California
Secretary of State under Cal. Civ. Pro. Code §§ 697.510 to 697.530.  On February 30, Victim levies
upon ABC’s equipment located at its San Diego facility.

Even though the relevant equipment is located in California, Bank’s security interest in the
equipment unquestionably is perfected properly.  Section 9-301(1) requires Bank to file a financing
statement in the appropriate central filing office in Nevada in order to perfect its security interest
because Nevada is ABC, Inc.’s location under section 9-307(e).  Under the uniform version of
Article 9 in effect in Nevada, Victim could not acquire a judgment lien on the equipment until
February 30, when levy occurs.43  As a result, if Nevada priority rules controlled, Bank’s security
interest would take priority over Victim’s judgment lien because it was perfected prior to February
30.44

Section 9-301(3)(C), however, provides that, while Nevada law controls whether Bank’s security
interest is perfected, California law governs the relative priority of Bank and Victim because the
levied-upon equipment is located in California.  Because California has nonuniform provisions that
allow a judgment lien on personal property to arise by public filing (rather than actual levy),
California law gives priority to Victim in this case based upon Victim having filed its notice of
judgment lien before Bank filed its financing statement.  Thus, under California’s version of section
9-317(a)(2), Bank’s security interest is subordinate to Victim’s prior judgment lien on the equipment.

The ultimate effect of the choice-of-law rules for nonpossessory security interests can be easily
summarized.  The location of the debtor controls both perfection and priority with respect to
collateral that consists of intangibles.45  The location of the debtor also controls perfection with
respect to tangible collateral (goods and indispensable paper).46  A situs rule, however, governs
priority with respect to tangible collateral.47  In other words, if goods are located in State A and the



48U.C.C. § 9-301(2).

49U.C.C. § 9-301(3)(A), (B).

50See U.C.C. § 9-501(a)(1) & § 5.04 supra.

51U.C.C. § 9-301, Comment 5(b),(c).

52U.C.C. § 9-301(4) & Comment 5(d).  See § 5.04 supra.

53U.C.C. § 9-302.  Agricultural liens are discussed in § 13.02 infra.
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debtor is located in State B, a nonpossessory security interest will be perfected by filing in State B,
but priority contests will be resolved under the law of State A.  The law of State A will govern every
aspect of a possessory security interest.48  This summary is subject to certain additional exceptions
that are discussed below.

[D] Additional Exceptions

[1] Land-Related Collateral — § 9-301(3), (4)

Article 9 includes several special rules that involve collateral that has a close relationship to
specific land.  A situs rule applies to goods that are fixtures and are to be perfected by a fixture-
filing, and to timber that is yet to be cut.49  The difference from the tangible property partial
exception is that the situs rule for fixtures and standing timber extends to the law that governs
perfection in addition to the effects of perfection or nonperfection, and priority.  If fixtures or
standing timber are located in a different state from the debtor, the state where the collateral is
located is the place for filing.50  This is because the law of the debtor’s state would not take into
account any special local filing and recording requirements that the state where the collateral is
located might require.51  The drafters, therefore, applied the law of the situs of the collateral to
govern perfection as well as priority in these cases.  Precisely the same reasoning supports the
comparable treatment provided for security interests in as-extracted collateral.52

[2] Agricultural Liens — § 9-302

A situs rule governs perfection and priority with respect to agricultural liens on farm products.
Perfection, the effects of perfection or nonperfection, and priority are all governed by the law of the
jurisdiction in which the farm products are located.53  This provision also accommodates any local
filing and recording requirements.

[3] Deposit Accounts — § 9-304

Perfection, the effects of perfection and nonperfection, and priority of security interests in deposit



54U.C.C. § 9-304(a).

55U.C.C. § 9-304(b).

56U.C.C. § 9-304, Comment 2.  The parties can choose to apply the law of one jurisdiction to
perfection and priority and the law of another jurisdiction for other purposes.  Id.

57U.C.C. § 9-305.  Investment property is discussed generally in § 1.04[E] supra,

58U.C.C. § 9-305, Comment 2.  See U.C.C. § 8-110.  Article 9 contains the rules governing
commodity intermediaries because commodities are outside the scope of Article 8, but the rules are
consistent with those of Article 8.  Compare U.C.C. § 9-305(b) with U.C.C. § 8-110(e).
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accounts are governed by the local law of the jurisdiction of the bank with which the account is
maintained.54  Rules that determine a bank’s jurisdiction for purposes of this section are provided
by the Code.55  By express agreement, the bank and its customer (the debtor) may choose the law that
will govern for purposes of the priority rules of Part 3 of Article 9, for purposes of all of Article 9,
or for purposes of the entire U.C.C., even if there is no relationship between the chosen jurisdiction
and either the parties or the transaction.56  If the parties do not make a choice expressly referencing
part or all of Article 9 or the U.C.C. but their agreement contains a general choice-of-law clause, the
law of the chosen jurisdiction governs.  If there is no party agreement as to choice of law, the
governing law will be that of the jurisdiction in which the bank office that maintains the deposit
account is located if the parties’ agreement expressly identifies that location.  Otherwise, the
jurisdiction will be the location of the bank office identified in an account statement as the office
serving the customer’s account, or, if the account statement does not identify an office, the location
of the bank’s chief executive office.

[4] Investment Property — § 9-305

Article 9 includes choice-of-law rules for perfection, the effects or perfection or nonperfection,
and priority of security interests in investment property.57  If perfection is accomplished by control,
the law of the jurisdiction where the certificate is located governs in the case of a certificated
security; the law of the issuer’s jurisdiction as specified in section 8-110(d) governs in the case of
an uncertificated security; the law of the security intermediary’s jurisdiction as specified in section
8-110(e) governs in the case of a security entitlement or securities account; and the law of the
commodity intermediary’s jurisdiction as specified in section 9-305(b) governs in the case of a
commodity contract or commodity account.  Each of the cross-referenced rules is similar to the rules
governing deposit accounts, and the reader is referred to the discussion in the preceding subsection
for specifics.  The selection of the choice-of-law rule in these cases reflects the principles used in
Article 8 to determine other questions on investment property.58  If perfection is accomplished by
filing, or, automatically in certain cases involving a broker, securities intermediary, or commodity
intermediary, the law of the debtor’s location governs perfection but not the effects of perfection or



59Automatic perfection for investment property is discussed in § 7.02[D] supra.

60U.C.C. § 9-306.

61U.C.C. § 9-306, Comment 2.  See U.C.C. § 9-301(1).

62U.C.C. § 9-306, Comment 2.

63U.C.C. § 9-306(b) (referencing U.C.C. § 5-116).

64See § 4.02[F] supra.

65“Certificate of title” is defined to mean “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 with respect to the
collateral.”  U.C.C. § 9-102(a)(10).

-21-

nonperfection and priority.59

[5] Letter-of-Credit Rights — § 9-306

A separate provision of Article 9 addresses the law governing perfection, the effects of perfection
or nonperfection, and priority with respect to security interests in letter-of-credit rights.60  The
applicable law is the local law of the issuer’s jurisdiction (or the local law of a nominated person’s
jurisdiction), provided that such a jurisdiction is a state.  If the jurisdiction is not a state, the general
choice-of-law rule applies for such issues, meaning that perfection, the effects of perfection and
nonperfection, and priority are governed by the law of the debtor’s location.61  The objective is to
prevent foreign law from controlling a transaction that, from the perspective of the debtor-
beneficiary, its creditors, and a domestic nominated person, is essentially domestic.62  The
determination of an issuer’s or nominated person’s jurisdiction is to be made in accordance with
provisions in Article 5 on letters of credit.63 

§ 9.03 Certificate of Title Laws — §§ 9-303, 9-337

As was indicated in the material on perfection,64 the Code does not govern perfection of certain
assets that are subject to state certificate-of-title acts.65  It does, however, govern the effects of
perfection or nonperfection as well as priority for goods that are covered by a certificate of title.  The
relevant choice-of-law rules are found in section 9-303.

The most important assets in this category are motor vehicles.  Almost every state has a statute
that requires security interests in motor vehicles to be perfected by a process that results in notation



66Article 9 defers to such statutes. See U.C.C. §§ 9-310(b)(3), 9-311(a)(2),(3).  See In re Renaud,
302 B.R. 280, 52 U.C.C. Rep. Serv. 2d 761 (E.D. Ark. 2003), aff’d, 308 B.R. 347, 53 U.C.C. Rep.
Serv. 2d 403 (Bankr. 8th Cir. 2004) (creditor’s mortgage on the debtor’s real property held to be
ineffective to perfect security interest in mobile home permanently affixed to the property because,
as the more specific statute, the vehicle titling statute applied to all mobile homes and required
notation of the interest on the mobile home’s certificate of title and filing with the Department of
Finance and Administration); In re Gaylord Grain L.L.C., 306 B.R. 624, 53 U.C.C. Rep. Serv. 2d
390 (Bankr. 8th Cir. 2004) (because Missouri certificate-of-title statute requires notation on
certificate as exclusive method to perfect a security interest in an automobile, filing financing
statement did not perfect bank’s security interest).

6749 U.S.C. § 11304.

68679 F.2d 601, 33 U.C.C. Rep. Serv. 1218 (6th Cir. 1982).

69U.C.C. § 9-303(a).

70U.C.C. § 9-303, Comment 2.
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of the secured party’s lien on a certificate issued by the state.66  The idea is quite simple: Everyone
should understand the imprudence of buying or lending against a motor vehicle without first seeing
the certificate of title, as it is the best evidence of the ownership of the vehicle.  If the certificate
shows the lien, notice has been given.

A few states have enacted the Uniform Motor Vehicle Certificate of Title and Anti-Theft Act,
whereas others have their own systems.  Some states have adopted an alternative procedure that
allows the secured party to file a notice of its interest with the state department of motor vehicles.
The Federal Motor Vehicle Lien Act of 1958,67 which regulates motor vehicles owned by carriers
with an Interstate Commerce Commission license, defers to state perfection laws, and cases like In
re Paige68 permit titling of such vehicles in states that have little or no connection with the secured
transaction.  Under this approach, for example, a secured party located anywhere would be protected
by the notation of its lien upon an Oklahoma certificate of title, even if the debtor did not purchase
the vehicle in Oklahoma and had no other connection to the state of Oklahoma.  Article 9 directly
addresses the issue of connection between the titling state and the secured transaction:  It applies the
law of the titling state “even if there is no other relationship between the jurisdiction under whose
certificate of title the goods are covered and the goods or the debtor.”69  This result is consistent with
modern trucking practices.70

Motor vehicles are not the only assets subject to state certificate-of-title acts.  Assets such as
boats, farm tractors, and mobile homes are the subject of certificate legislation in some states, while
interests in such assets are perfected by the normal Code methods (filing, possession, or automatic



71See § 9.04 infra.

72U.C.C. § 9-311(d).  Carcorp, Inc. v. Bombadier Capital, Inc., 272 B.R. 365, 47 U.C.C. Rep.
Serv. 2d 374 (Bankr. S.D. Fla. 2002) (motor vehicles that are part of a debtor dealer’s inventory must
be perfected by filing a financing statement rather than under the certificate of title statute).  But see
First Nat’l Bank of the N. V. Automotive Fin. Corp., 2003 WL 21219989, 50 U.C.C. Rep. Serv. 2d
915 (Minn. Ct. App. 2003) (lender who perfected its interest in a consumer’s automobile by notation
on the certificate of title had priority over dealership’s inventory financer when the consumer traded-
in its automobile on the purchase of a newer model).

73U.C.C. § 9-303(c).  See In re North, 310 B.R. 152, 53 U.C.C. Rep. Serv. 2d 635 (Bankr. D.
Ariz. 2004) (even though Mercedes had been located in California for more than four months,
Arizona law continued to govern perfection because no application for certificate had been submitted
in California); Keltner v. Resop, 56 U.C.C. Rep. Serv. 2d 663 (W.D. Wis. 2005) (same result for
vehicle titled in Minnesota, moved to Wisconsin, but not re-titled in Wisconsin).

74U.C.C. § 9-303(b).
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perfection) in other states.  As is explained below,71 the lack of uniformity among state certificate-of-
title laws is the source of considerable confusion.

Even in title states, not all security interests in such assets may be perfected using the certificate
method.  Article 9 makes it clear that “[d]uring any period in which collateral [subject to a certificate
of title statute] is inventory held for sale or lease by a person or leased by that person as lessor and
that person is in the business of selling goods of that kind, [the certificate of title] does not apply to
a security interest in that collateral created by that person.”72  The reason should be obvious.  The
titling process is complicated, time-consuming and, if applied to a large volume of vehicles,
expensive.  If inventory held for sale were covered, the secured party would no sooner apply for a
certificate than its interest would be extinguished by the dealer’s sale of the vehicle in question to
a buyer in ordinary course of business.  To avoid the paperwork and expense associated with such
a procedure, the Code allows the secured party to perfect its interest by making a single Article 9
filing describing its collateral as all of the debtor’s inventory.

The choice-of-law provision for goods covered by a certificate of title states that “[t]he local law
of the jurisdiction under whose certificate of title the goods are covered governs perfection, the effect
of perfection or nonperfection, and the priority of a security interest in goods covered by a certificate
of title from the time the goods become covered by the certificate of title until the goods cease to be
covered by the certificate of title.”73  Thus, the law of the state that issues a certificate of title governs
for so long as the certificate covers the goods. 

Article 9 specifies when goods become covered and when they cease to be covered by a
certificate of title.  Goods become covered “when a valid application for the certificate of title and
the applicable fee are delivered to the appropriate authority.”74  Note that even if the state does not



75Id.  See In re Baker, 56 U.C.C. Rep. Serv. 2d 256 (W.D. Wis. 2005) (security interest in buyer’s
vehicle perfected under New Mexico’s certificate-of-title act continued to be perfected after buyer
moved to Wisconsin because buyer did not apply for Wisconsin title).  Due to the differences in state
certificate of title laws, Article 9 does not address when a certificate of title ceases to be effective
for intrastate purposes.

76See In re Trible, 290 B.R. 838, 50 U.C.C. Rep. Serv. 2d 286 (D. Kan. 2003) (because the
exclusive method to perfect a security interest in a mobile home was by notation on the certificate
of title, the secured party was not perfected by virtue of its real estate mortgage on the property to
which the mobile home was attached).
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actually issue a certificate following these actions by the applicant, the goods nevertheless are still
covered by a certificate of title as that phrase is used in Article 9.  The goods cease to be covered
when the certificate of title ceases to be effective under the law of the issuing jurisdiction or when
the goods subsequently become covered under a certificate of title issued by another jurisdiction,
whichever occurs earlier.75 

The provisions described above are choice-of-law provisions only.  They determine the state
whose law governs perfection and its effects, but they do not indicate how or when a security interest
in goods subject to a state’s certificate-of-title act becomes perfected.  In other words, “coverage”
is not the equivalent of “perfection.”  Perfection is governed by the procedural requirements of the
certificate-of-title act.  Coverage and perfection will coincide if the certificate-of-title law provides
that perfection occurs when the application and fee are delivered to the proper state official.  That
is the case in many states, but in others perfection is conditioned upon surrender of any existing
certificate of title and/or upon the actual issuance of a certificate of title with the security interest
noted thereon.76  In such a state, a motor vehicle may be covered by a certificate of title even though
perfection has not occurred.  All this means is that issues of perfection, the effects of perfection or
nonperfection, and priority will be governed by that state’s law.


