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CERTIFICATEOFTITLE ACT

SECTION 1. SHORT TITLE. This[Act] may be cited asthe Certificate of TitleAct.

SECTION 2. DEFINITIONS.
(@ Inthis[Act]:

(1) “Buyer in ordinary course of business’ has the meaning given in [Uniform
Commercid Code Section 1-201(9)].

(2) “Certificate of origin” means arecord issued or authorized by the manufacturer of
avehicle as a certificate of origin covering that vehicle, that includes a description of the vehicle,
any vehicle identification number, and the names of the manufacturer and transferee.

(3) “Certificate of title” means arecord established by the [apprapriate office] that is
evidence or an indication of ownership of the vehide covered by the record and with respect to
which a statute provides that a security interest indicated on therecord has priority over therights
of alien creditor with respect to the vehicle.

Reporter’s Note

The definition of “Certificate of title” is similar to those in many state certificate of title (CT)
laws, such as 47 Okla. State. 8 1102.2. It recognizes the CT as evidence of ownership.

The remainder of the definition is drawn from UCC Article 9 § 9-102(a)(10), with afew
changes. One changeisto define CT asa“record,” meaning it can be in either written or
electronic form. The definition of “certificate of origin” issimilar in thisregard.

The above definition thus requires a CT to have four basic elements: (1) arecord, (2) issued
by an appropriate office pursuant to a statute, (3) evidencingtitle to avehicle, and (4) providing
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for indication of security interests. See also the specific requirements for aCT issued pursuant to
thisAct, at § 10.

(3) “Electronic certificate of title” means a certificate of title maintained only as arecord
or records consisting of information stored in an electronic medium. An electronic certificate of
title isissued when the record is established.

Reporter’s Note
“Electronic certificate of title” designates a CT that meets all requirements in the definition of
aCT and isin electronic form. See also COTA 8 10 and § 23. Thisdefinition is modeled on the
UCC Article 9 definition of “Electronic chattel papa™ at § 9-102(a)(31). The genaa purposeis
to create a parallel systemfor electronic certificates of title, somewhat likethat for electronic
chattel paper inArticle 9, while continuing to recognize the traditional primacy of paper CTs.
See, eg., infra 88 12, 15, 17, 23, and 26; 2(12),

(4) “Lien” means any voluntary encumbrance on avehicle.!

(5) “Person” means an individual, corporation, business trust, estate, trust,
partnership, limited liability company, joint venture, government; governmental subdivision,
agency, or instrumentality; publi c corporati on; or any other legd or commercid entity.

(6) “Purchase” means taking by a voluntary transaction that areates an interest in
property.

(7) “Record” meansinformation that isinscribed on atangible medium or that is

stored in an eledronic or other medium and is retrievable in perceivable form.

! Do we need provisons regarding assigning the lien? See Article 9 on assignment (8§ 9-

5147).



10

11

12

13

14

15

16

17

18

19

20

21

22
23

(8) “State” means a state of the United States, the District of Columbia, Puerto Rico,
the United States Virgin Islands, or any territory or insular possession subject to the jurisdiction
of the United States.

(9) “Title brand” means any designation of material damage that is required by other
law to be indicated on the certificate of title. [Or: any designation of materid damage as defined
inthisAct.]

(10) “Transfer” means a conveyanceof title or an interest in avehicle.

(11) “Vehicle” means any type of motorized, wheeled devicein, upon, or by which an
individual or propeaty may be lawfully transported on aroad or highway or acommercial,
recreational, travel, and other trailer. The term does not include:

(A) amanufactured home;

(B) manufactured housi ng;

(C) animplement of husbandry;

(D) amotorized wheel chair or similar motorized device designed for use by an
individual having a disability or physical impairment; or

(E) specia mobile equipment designed primarily for off-road use and whose use
of roadways is only incidental.

(12) “Written certificate of title” means a certificate of title issued and maintained
in written form. A written certificae of title isissued when the [appropriae office] makes it
available to the owner or lien holder.

Reporter’s Note

Two distinct purposes are evident inthese definitions: (1) The intention to allow purely
electronic CTs, lien entries, etc. (with an option provided at COTA § 23 to allow the owner or

4
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lien holder to request a paper CT); and (2) an additional intention to allow some transactions

rel ating to paper CTsto be conducted eectronicdly (e.g., assigning certificates of origin and
filing lien entry forms). Thus electronic records may be used to effectuate transactions that do not
involve electronic CTs.

This draft contemplates the filing of written and electronic lien entry forms and the conduct
of lien and title searches without any CT, based on the files of the state CT agency (designated
herein the “appropriate office”). See COTA 8§ 25. The relevant records of this agency ae
designated “files,” to avoid confusion with the defined term “record.”

Thus“ certificate of title” means any form of “record” meeting the requirements for aCT but
not necessarily meaning either awritten or electronic CT. An electronic CT, in contrat, indicates
a CT being maintaned solely in electronic form.

SECTION 3. LAW GOVERNING VEHICLES COVEREDBY CERTIFICATE OF
TITLE.

(a) This[Act] appliesto avehicle covered by a certificate of title even if thereis no other
relationship between thisjurisdiction and the vehicle or the debtor.

(b) A vehicleiscovered by acatificate of titlewhen avalid application for the cetificate
of title and the applicable fee are delivered to the [appropriate office]. A vehicle ceasesto be
covered by a certificate of title at the earlier of the time the certificate of title ceases to be
effective under the law of the issuing jurisdiction? or the time the vehicle subsequently becomes
covered by a certificate of title issued by another jurisdiction®.

(c) Thelaw of the jurisdiction® under whose certificate of title the vehicleis covered

governs al issues relating to or derived from the certificate of title, including all issues governed

by this[Act].

Should this be “state” instead of jurisdiction?
3Should this be “ state” instead of jurisdiction?
“Should this be “ state” instead of jurisdiction?

5
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Reporter’s Note

This section is derived from UCC 8§ 9-303. One purpose of this draft isto conform to and
avoid conflicts with the UCC, including Article 9.

The Article 9 language has been revised to specify application only to “vehicles’ (as defined
at COTA 8 2) rather than applying to “goods’ asin Article9 § 9-303. Thisreflects an intention
to limit COTA to vehides.

Asaresult of the definitions at COTA §2, and the scope provision at 8 3, COTA would

apply onlyto a“vehicle” that is“covered” by a*certificate of title” issued or to beissued in this
state.

SECTION 4. EXCLUSIONS.
(@) This[Act] does not apply to:
(1) A vehicle owned by the United States unlessit is covered by acertificate of title
under this[Act].
(2) [do we need to add the following?] avehicle owned by this state or a[local
government] in thisstate unlessit is covered by a certificate of title under this [Act].
Reporter’s Note
An earlier draft of this section was derived from the Uniform Motor Vehicle Certificate of
Title and Anti-Theft Act of 1955 (UMVCT) 8§ 2. It provided specific exclusions for construction

equipment, farm equipment, golf carts and the like. These were deleted by the Style Committee,
as redundant in view of the definition of “vehicle” at COTA 8§ 2(11).

SECTION 5. VEHICLE IDENTIFICATION NUMBER.
Any exclusive vehicle identification number assigned to a vehicle by any manufacturer or the
[appropriate office] must be recognized and recorded as the vehicle identification number by the

[appropriate office].
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Reporter’s Note
The standards governing vehicle identification numbers, as reflected on certificates of origin and

certificates of title, are derived from industry and title administrator practices. A purpose of
COTA isto provide legal principles consistent with the broad parametersof these practices.

SECTION 6. CERTIFICATE OF ORIGIN.

A manufacturer of avehicle may® issue or authorize the issuance of a certificate of origin for
each vehicle it manufacturers and shall assign the certificate of origin to any transferee. When a
dealer, distributor, or other seller transfers a vehicle to a purchaser, the dealer, distributor, or
other seller shall assign to the purchaser all certificates of origin coveringthe vehicle.

Reporter’s Note

This section allows i ssuance of acertificate of origin by a third party (e.g., adealer) upon
authorization by the manufacturer.

SECTION 7. INCOMPLETE VEHICLES.

(@ Inthissection, “final stage manufacturer” means a person to which a manufacturer
transfers an incomplete vehicle for completion.

(b) If aninitial manufacturer of a vehicle transfers an incomplete vehicleto afina stage
manufacturer, the initial manufacturer shall assign to the transferee a certificate of origin for the
incomplete vehicle.

(c) If afina stage manufacturer conducts finishing operations and transfers the

completed vehicle to adealer, digributor, or other purchaser, thefinal stage manufacturer shall

5Should this be “shall”?
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assign the initial manufacturer’ s certificate of origin and any certificate of origin issued by the
final stage manufacturer to the dealer, distributor, or other purchaser.

(d) If adealer, distributor, or other seller transfers a vehicle completed pursuant to this
section to a purchaser, the dealer, distributor, or ather seller shall assign to the purchaser all
certificates of origin coveringthe vehicle. A purchaser or other transferee to which a certificae
of originisassigned may require that the certificate of origin be in writing and signed.

(e) To obtain acertificate of title in this state for a vehicle that has not been previously
covered by a certificate of title in this or any other state, all certificates of origin, reflecting
assignment to the purchaser, must be submitted to the [appropriate office] pursuant to Section 8
of this[Ad].

[(f)  Thissection issubject to law other than this [Act] requiring licensing for

transactions covered by this section.]®

®Subsection (f) is bracketed [by the Style Committeg] because only some state drafting
agenciesrely on repeal by implication instead of amendment of the conflicting datutes. USL acts
rarely, if ever, have this type of provision. Add a comment that explains what this subsectionis
intended to do and that it can be deleted in those states that don't rely on repeal by implication.
Repeal by implication requiresacourt to find that thisact isan act that isintended to cover theentire
subject. 1 amunsureifit does. Theinclusion in thisact isa statement that the drafting committee
intends that it be a comprehensive ad. Rhode Island had a case that had to decide whether the tax
code or theretirement code was the comprehensive act regarding thetaxation of retirement benefits.
My personal view, not necessarily that of the other members of COS, isthat provisionsencouragng

courts to construe statutes by use of implied repedlers are as dangerously vague and unpredictable

8
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Reporter’s Note
Theintent is to accommodate a multiple-step process (e.g., initial manufacturer, next
manufacturer — a find stage one, and even another find stage manufacturer, plusasdeby a
dedler.
SECTION 8. APPLICATION FOR A CERTIFICATEOF TITLE.
(a) The application for a certificate of title must be made to the [appropriate office] and
must contain:
(1) the buyer’s or transferee’ s name, physical address, and, if different, an address for
receiving communications, which may be or indude the e-mail address;
(2) adescription of the vehicle, including (as required by the [appropriate officd):
make, model, model year, vehicle identification number, and body type;
(3) the seller’ s or transferor’ s name, physical address, and, if different, an address for
receiving communications, whichmay be or indude the e-mail address;
(4) the date of purchase or transfer and any goplicable sale price; and
(5) any lien on the vehicle.
(b) The application must be accompanied by arecord of any known existing certificate of
title or other known existing record of the vehicle's certificate of title or certificate of orign,
assigned to the buyer or other transferee.

(c) [Provide madel form agpplication and safe harbor language?]

asthe use of “notwithstanding any other law”, and, if used, haveto be very carefully researched and
drafted. Asyou might guess, Wisconsin has a statuteagainst the use of implied repealsand drafting

agencies practices requiring the amendment of dl conflicting statutes.

9
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(d) [AAMVA photo copy procedure.]

SECTION 9. ISSUANCE OR REFUSAL TO ISSUE CERTIFICATE OF TITLE.

(d) Upon submission of an application by an applicant satisfying the requirements of
Section 8 of this[Act] and payment of all applicable fees, unless there is evidence of fraud, [, or]
theft, [or ] the[appropriate office], shall issue acertificate of title. The certificate of title
must show the assignee as owner of the vehicle and the existence of any lien perfected under this
[Act] and be in written or eectronic form, at the option of the applicant, subject to subsection
(b).

(b) If avehicle for which an application is made under subsection (@) is subject to alien,
the [appropriate office] shall issue a certificate of title in written or electronic form, at the option
of the lienholder, and deliver the certificate of title to the first lienhol der.

(c) The[appropriate office] may revoke or refuse to issue a catificate of title only for a
failure to meet the requirements for issuance of a certificate of title under this [Act], and only
upon [30] days' prior notice served in person or by registered mail, with return receipt requested,
delivered to the owner and any lienholder.

Reporter’s Note

Sections 5-9 are derived from 47 Okla. Stat. §8§ 1105.2 - 1106.

SECTION 10. CONTENTSOF CERTIFICATE OF TITLE.
(@) A certificate of title issued by the [appropriate office] must, at a minimum, contain:

(1) the date issued;

10
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(2) the name and address of the owner;

(3) the name and lien holder status of the first lien holder, if any and, if there are
additional lien holders, an indication to that effect;

(4) the vehicle identification number;

(5) adescription of the vehicle including make, model year, and body type; and

(6) the vehicle mileage at the time of the latest transfer of title.

(b) [If avehicleisimported from or previously registered in ajurisdiction that does not
require notation of the first lien onacertificate of title, the certificate of title issued in this state
must bear alegend indicating that it may be subject to an undisclosed lien or that the vehicle was
imported from ajurisdiction that does not require notation of alien on the certificate of title. If a
valid notice of alien is not received by the [appropriate office] within one year after issuance of
the certificate of title, upon application of the owner and submission of any outstanding
certificate of title, the [appropriate office], upon request of the applicant, shall reissue a
certificate of title that does not include the legend.

(©] A certificate of title shall provide forms for subsequent assignment of the
certificate of title by the assignee.

(d) This[Act] does not prohibit alawful repossession of or levy upon the vehicle
covered by a certificate of title, but a certificate of title isnot subject to gamishment, attachment,
execution, or other judicial process

Reporter’s Note
This section is derived from 8 9 of theUniform Motor Vehicle Certificateof Title and Anti-

Theft Act of 1955 (UMVCT). Subsection (d) makes clear that judicial process must be executed
against the goods, not the CT.

11
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SECTION 11. TITLE CLEARING PROCEDURE.

[To be based on COTA § 18] Is more needed here? Or is 8§ 18 enough?

SECTION 12. TRANSFEROF TITLE.

(a) If ownershipof avehicle covered by a certificate of tite under this[Act] is
transferred, the transferor shall assign the certificate of title to the transferee pursuant to the
procedures of the [appropriate office] and deliver the certificate of title or an authenticated record
of the assignment of the certificate of title to the transferee.

(b) Except as otherwise provided in this[Act], atransfer of title is effective between the
parties to that transfer, and their assignees, without delivery or assignment of the certificate of
title as provided in subsection (a), but the transfer is not effective as to other parties until the
transfer meets the requirements of subsection (a).

Reporter’s Note
Subsection (@) is derived from 47 Okla. Stat. § 1107.A. and isintended to provide asimple
baseline rule for transfers of vehicles covered by a CT. Subsection (b) is new and isintended to

clarify that vehicles covered by a CT may be transferred without the CT, but such transfers are
invalid as to third parties. See also COTA 88 13-15.

SECTION 13. ADVERSE CLAIMS.
A purchaser of avehicle covered by a certificate of title takes free of any adverse daim or
interest not noted on the certificate of title if the purchaser gives value and receives ddivery of
the vehicle after issuance of the certificate of title and without knowledge of the adverse claim or

interest.

12



[EEN

el
NRPOOWONOOU AWN

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Reporter’s Note
Thisis designed to be consistent with UCC Article 9 § 9-337, and to protect purchasers who
rely on the CT aswell as to conform title issues to therules for priority of security interestsin
Article9. Seealso COTA 88 15 and 26; Article 2A 88 2A-314 and 2A-315.
Together COTA 88 12 and 13 comprise a package that accommodates eledronic and
informal transfers while recognizing the primacy of theCT. An electronic transfer under COTA

§ 12(a) would have priority over an informal transfer under 8 12(b), while an indorsement of a
written CT under 8§ 13 would have priority over both.

SECTION 14. NOTICE TO [APPROPRIATE OFFICE].

() Thetransferor of avehicle pursuant to Section 12 may notify the [appropriate office]
of the transfer by sending the assigned cettificate of title or other authenticated record evidencing
the transfer in accordance with procedures established by the [appropriate office]. The record
must include the information required in Section 8 of this[Act]. Upon delivery’ of the record,
the [appropriate office] shall file and index arecord of the sale or transfer.

(b) To obtain acertificate of title reflecting atransfer, the trangeree of the vehicle shall
submit to the [appropriate office] the assigned certificate of title or other record evidencing the
transfer, together with the information required under Section 8 of this[Act], and any other
documentation required by the [appropriate office], including any insurance verification and
odometer disclosure required by law other than this[Act], accompanied by the required fee and
any tax required by law other than this [Act].

(c) Upon receiving an assignment of a certificate of title or other record evidencing the

transfer pursuant to subsections (8 or (b), or an authenticated record in accordance with

"Isdelivery correct? Receipt? Communication?

13
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Section 23 of this[Ad], including submisson of any required fee and tax in accordance with
Section 9 of this[Act], the [appropriate office] shall issue, within areasonable time, a new
certificate of title showing the tranderee asowner and noting any liens[and title brand].

(d) A dedler licensed by this state [or a charitable organization] may retain the assigned
certificate of title or electronic certificate of title in the name of the transferor pendingresale or
other subsequent transfer and, upon resale or other subsequent transfer, shall assign to the
purchaser or other transferee the certificate of title.

Reporter’s Note
Derived from 47 Okla. Stat. 8 1107. Provides a basic legal framework for submitting title
transfers to the appropriate state office. Thisisintended to operate in conjunction with COTA
88 8, 9, 12, and (as needed) 23; these provisions are incorporated by reference in this section.
See also COTA 8§§ 19-22.
SECTION 15. TRANSFEREE OF VEHICLE COVEREDBY CERTIFICATE OF
TITLE.

(a) Except as otherwise provided in subsection (b), a purchaser or other transferee of a
vehicle covered by a certificate of title that takes possession of the vehicle but does not obtain a
valid assignment of the certificate of title covering the vehicle takes subject to rights based on the
certificate of title.

(b) A buye in ordinay course of busness or alessee inordinary course of business [,
with or without assignment of the certificate of title,] that takes possession or has aright to take

possession of avehicle takes free and clear of any rights of the seller or lessor, including rights

based on the certificate of title or a certificateof origin, and tekes free and clear of any rights

14



created by the seller or lessor or asserted by a party that entrusted the vehicle to the seller or
lessor.
Reporter’s Note

Subsection (a) states the basic common law rule of assignment, which also runs throughout
the UCC.: the transferee takes the rights of the transferor. See also § 12(b). Subsection (a) also
reflects the Article 9 rule that rights under the certificate of title are paramount. See, e.g.,
Article9 88 9-335, 9-337, 9-338. This represents the base line rule, with subsection (b) the
exception. See also 88 12(b), 13, 16, and 26; UCC Article 2A § 2A-304 and Official Comment.

Subsection (b) recognizes an exception for a buyer in ordinary course of business (BIOCB),
based on old Artide 2 § 2-403 (the Article 2 entrustmert rule) and Artide 9 § 9-320. UCC
sections 2-403 and 9-320 are consistent. Section 9-320 cuts off security interests creged by the
seller, and § 2-403 similarly cuts off ownership interests of an entrustor. This draft recognizes
and incorporates the combined effect of these UCC provisionsin the context of a CT transaction.
See also UCC 88 2A-304, 2A-305 (same).

The result isto alow the BIOCB of avehicle covered by aCT to take free of clams and
security interests created by the seller (e.g., an inventory security interest created by an auto
dealer) and ownership claims of the entrusting owner (e.g., a consignor) even if the secured party
or consignor holdsthe CT; but it does not allow the BIOCB to take freeof a security interest
created by the consignor and perfected by CT lien entry, because that is not a case of the security
interest created by the seller, unless the consignor and deal e/consignee are the same or are so
closely connected as to be treated as the same entity. This reflects long-standing UCC policy that
even aBIOCB only takes free of security interests created by his or her seller and ownership
claims of an entrustor to that seller, not interests of ather or prior parties.

Thus, COTA 8 15 is consistent with the UCC and the case law. However, it does nat address
arelated issue: Can abuyer of avehicle from adealer (perhaps a deal er-consignee) be aBIOCB
without taking anindorsement or assignment of the CT? The definition of BIOCB is not specific
on this, but is broad enough to accommodate this as a common dealer practice. The cases are
split. A comment may be appropriate to indicate that thisis a common deal er practice, so asto
protect a consumer buying from a consignee despite the lack of a CT transfer. Should this be
donein the statute? The bracketed language in 8§ 15(b) illustrates one way to address thisin the
statute. Rights asbetween the consgnor and consignee, such as the priorities of their clamsto
the sales proceeds, are left to other law.

15
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SECTION 16. EFFECT OF ERRORS OR OMISSIONS ON CERTIFICATE OF
TITLE.

(a) A certificate of title, application for a certificate of title, certificate of origin, lien entry
form, or other record otherwise satisfying the requirements of this[Act] is effective accordingto
itsterms, even if it contains errors or omissions.

(b) If acertificate of title, application for a certificate of title, ceatificate of origin, lien
entry form, or other record contains errors or omissions that are seriously misleading whenit is
created, a purchaser of the vehicle takes free of any claim or interest based on the erroneous or
omitted information to the extent that the purchaser gives value in reasonable reliance upon the
certificate of title.

(c) Except as otherwise provided in subsections (d) and (e), a description of the vehicle
covered by a certificate of title, application for a certificate of title, certificate of origin, lien entry
form, or other record, is sufficient, whether or not the description and vehicle identification
number are specific and accurate, if the record reasonably identifies what is described.

(d) Except as otherwise provided in subsection (€) a certificate of title, application for a
certificate of title, certificate of origin, lien entry form, or other record, that fails to state
accurately the name and address of the owner, the name and address of the secured party, or the
description of the col lateral is not seriously mideading.

(e) With respect to alien entry that is not noted on awritten certificate of title, if asearch
of the files of the[appropriate office] using correct required information, using the[appropriate
office s] standard search logic, if any, does not disclose the correct information, the failure to

provide the informati on accuratel y in the lien entry form or other record is seriously mid eading.

16
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Reporter’s Note

This section is modded on Article 9 889-108, 9-337, 9-338, 9-502, and 9-506. The purpose
of subsection (a) isto prevent harmless errors from invalidating a transaction, inasmuch as errors
in the debtors’ or secured party’ s names or an error in the description of the vehicle normally will
not mislead partiesto a CT transaction. Thisissue is different than under Article 9, where an
error in the debtor’s name can mislead filing searches. Thus, no equivalent to Article9
8 9-506(c) is neaded if the lien entry isnoted ona CT. For other cases, subsection (€) provides a
rule equivalent to 8 9-506(c).

Subsection (b) provides a sanction, short of invalidation, where a seriously misleading error
causes damages to areliance party. See subsection (e) todetermineif an eror is seriously
misleading.

Subsections (¢) and (d) provide genera rules governing errors or omissionsin records
pertaining to certificates of title, modeled on Article 9 8 9-506(a) and (b). Except as provided at
subsection (€), aminor error in the name of the owner or secured party, or the description of the
vehicle, isunlikely to prejudice third partiesin a CT transaction. The exception is described at
subsection (). Thisis necessary where the search depends on the files of the [appropriate office]

because an error in the name of the owner or vehicle identification number could result in a
record being mis-filed or not discovered in a proper search of the files of the appropriate office.

SECTION 17. DELIVERY OF CERTIFICATE OF TITLE.

Upon issuance of a certificate of title, the [appropriate office] shall send the certificate of
title, or arecord evidencing thecertificate of title, to the first lien holder, if any, [at the address
shown on the lien entry form submitted by that lienholder,] and shall send a record evidencing
the certificate of title to the owner of the vehicle at the address shown in the application. The
lien holder or owner may elect to have the [appropriate officd issue a certificate of title by
sending an authenticated record requesting that issuance], but the owner may do so only if all
liens have been stisfied]. If the vehicleis subject to alien of record, any certificate of title

issued by the [appropriate office] must be delivered to the lien holder.
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Reporter’s Note

Derived from UMVCT 8 10. Note that COTA 8 8 (Application for a Certificate of Title) and
8 26 (regarding lien entry forms) provide for optional use of an email address. See also 8 23
regarding the procedure for requesting issuance of a CT.

This section does not require issuance of awritten CT, except at the request of the lien holder
[or owner]; if awritten CT isissued it must be delivered to thefirst lienholder. Thisis designed
to make the state a CT “title holding” state if the option to have awritten CT is exercised.
However, while this may be useful for anti-fraud purposes, it also may create delays for
subsequent purchasers or creditors who need the CT to perfect a new lien in a subsequent
transaction. Under the U.S. Supreme Court’ s rationale in the Fink case, such delays may be
legally fatal. See COTA § 25. Therefore this provision allows the owner to request issuance of a
CT to facilitate subsequent transactions, though the bracketed language would significantly limit

this. This section aso should be paired with a meansto allow subsequent parties to search for
and file security interests without having accessto the CT. See COTA 88 12-15, and 26.

SECTION 18. TRANSFER OF TITLE BY OPERATION OF LAW.
(@) Inthissection, “transfer staement” means a record containing the name and address
of the transferee and authenticated by the transferee staing that:

(1) the owner of a specified vehicle has defaulted in connection with an obligation
secured by alien on the vehide and that the transferee is a secured party that is exercisingits
post-default remedies with respect to the vehicle, and containing documentation satisactory to
the [appropriate office] of a specified vehicle this claim; or

(2) the transferee has acquired or has the right to acquire the rights of the owner of a
specified vehicle through merger, probate, termination of joint tenancy, gift, bequest, or divorce,
and containing documentation satisfactory to the [appropriate office] in support of this claim; and

(3) therefore, the transferee is entitled to be recognized in a certificate of title asthe

owner of the vehicle.
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(b) A transfer statement meeting the requirements of subsection (@) entitles the transferee
to the transfer and issuance of a certificate of title showing the transferee as owner of the vehicle
specified in the datement. If atransfer statement meeting the requirements of subsection (a) is
presented with the applicable feeto the [appropriateoffice], the [office] shall:

(1) accept the transfer statement;

(2) promptly amend its records to reflect the transfer; [and)]

(3) issue anew certificate of title in the name of the transferee]; and)]
[(4)  send notice of the transfer statement to the record owner].

(c) A transfer of the certificate of title to a secured party under subsection (b) is not of
itself adisposition of collateral [under Uniform Commercial Code Article 9] and does not of
itself rdieve the secured party of its duties [under that Artide].

Reporter’s Note

Thisisderived from Article 9 8 9-619. The purpose is to specify that title transfers may be
effectuated to facilitate the purposes stated in subsection (a), but that such transfers do not
displace the Article 9 Part 6 disposition requirements. An official comment similar to that for
8 9-619 also would be appropriate. Thereis an equivalent rulein the UMVCT at § 16.

Query: Should guidance be provided as to what constitutes satisfactory documentation? If so,
what guidance?

SECTION 19. EXAMINATION OF FILES.

Upon application for a certificate of title, the [appropriate office] shall ensure that any new
certificate of title reflects theinformation required under Section 10 of this[Act], as contained in
thefiles of that office. If the examination of the files indicates alien, the name and lien holder

status of thefirst lien holder shall be noted on the certificate of title; if there are additional lien

holders, there shall be a notation to that effect on the certificate of title.
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Reporter’s Note

Thisisderived from UMVCT § 7. Seealso COTA 88 10(a), 20.

SECTION 20. [APPROPRIATE OFFICE] RECORDS.

(@) The [appropriateoffice] shall accept each applicaion for a certificate of titletha is
submitted in accordance with Section 8 of this[Act] and [if dl liens have been satisfied] shall
issue a written or electronic certificate of title, at the option of theowner or lien holder, in
accordance with this[Act].

(b) The [appropriateoffice] shall maintain files of the information contained in all
certificates of title issuedin this stae, and all applicaions for certificaes of title, accessible byf:

(D] thevehicleidentification number for the vehicle covered by the certificate of
title[; and
(2) the name or identification number of the owner].

(c) Each entry maintained under subsection (b) mug also include any liens, title brands
or stolen property reports applicable to the vehicle, including the name and address of any lien
holder or claimant to ownership.

[(d) Reference requirementsof federd law?

(e) Theinformation required inthissection[, except ] isapublic record
[accessible pursuant to thisAct].

Reporter’s Note

Derived from VMVCT § 8. Companion to COTA § 19.
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SECTION 21. APPLICATION WITHOUT CERTIFICATE OF TITLE.

(@) The[appropriate office] shall issue a certificate of title upon an application that is not
accompanied by submission of an assigned certificate of title or cetificate of origin, if:

(2) al other requirements of an application under Sections 8, 12, or 18 of this[Act]
are met;

[(2) anexamination of [appropriate office] entries pursuant to Section 19 of this
[Act] indicates that all parties with an interest in the vehicle have joined in the application;] and

(3) the applicant presents other documentation required by the [apprapriate office] to
evidence the applicant’ s ownership and there are no indications of undisclosed or unsatisfied
liens, title brands or adverse clams.

(b) The [appropriate office] may require an applicant under subsedion (a) to post a bond
or provide an equivalent source of indemnity or security, in an amount equal to no more than
twice the value of the vehicle as determined by the [appropriate office], in aform prescribed by
the [appropriate office], which provides for indemnity of any previous owner, lien holder, or
other adverse claimant or any subsequent purchaser, lien holder, or adverse claimant, for any
expense, loss, delay, or damage, including reasonable atorney’ s fees, resulting from the
application made under subsection (@) or any resulting issuanceof a certificate of title.

(c) A bond, indemnity, or other security required under this section must be returned to
the applicant if no claim against it has been received by the [appropriae office] within three
years after issuance of the certificate of title under subsection (a).

(d) In addition to, or in lieu of, the requirements of subsections (b) and (c), the

[appropriate office] may include in the certificate of title created under subsection (a) alegend
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indicating that the certificate of title was issued without submission of an assigned certificate of
title. If aclaim adverse to the certificate of title has not been received by the [appropriate office]
within three years after issuance of the certificae of title, upon arequest in arecord authenticated
by the owner of the vehicle the[appropriate office] shall remove the legend from the certificate
of title.

Reporter’s Note

Derived from UMVCT § 11. Seealso COTA § 13.

SECTION 22. LOST, STOLEN, ORDESTROYED CERTIFICATESOF TITLE;
DUPLICATETITLES.

(a) If acertificate of titleislost, stolen, mutilated, or destroyed, or otherwise becomes
unavailable or illegible, the first lien holder, as shown in the files of the [appropriate office], may
make application for and obtain a duplicate certificate of title by furnishinginformation
satisfactory to the [appropriate office]. If thereis no lien of record, the owner may apply for a
duplicate certificate of title pursuant to this section.

(b) An application for a duplicate certificate of title must be submitted in arecord
authenticated by the applicant.

(c) Each duplicate certificate of title issued by the [appropriate office] shall
conspicuoudly indicate that it is aduplicate.

(d) If aperson receiving a duplicate certificate of title subsequently obtains possession of
the original certificate of title the person shall promptly surrender the original certificate of title

to the [appropriate office] for cancellation.
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Reporter’s Note
Derived from UMVCT 8 13. It may be approprige to note in acomment that the assignee of
aduplicate CT can qualify as a good faith purchaser or BIOCB under UCC Article 2 § 2-403 and

Article9 88 9-320, 9-337, and 9-338. The notice required under subsection (c) does not give
notice sufficient to bar GFP or BIOCB status.

SECTION 23. ELECTRONIC CERTIFICATE OF ORIGIN OR ELECTRONIC
CERTIFICATE OF TITLE; REQUEST FOR ISSUANCE OF CERTIFICATE IN
WRITTEN FORM.

(@) A certificate of origin or certificate of title may be issued and maintained solely as an
electronic record, subject to this[Act]. The issuer shdl designate therecord as an electronic
certificate of title or an electronic certificate of origin.

(b) An electronic certificate of origin or an electronic certificate of title is maintained
solely as an electronic record. The owner or lien holder may communicate an authenticated
record to the issuer in substantially the form provided in subsection (c) and request issuance of a
written certificate of origin or awritten certificate of title[, but only if dl liens have been
satisfied].

(c) A request under subsection (b) by the owner or lien holder for issuance of awritten
certificate of origin or awritten certificateof title must be provided to the issuer in substantially

the following form:
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Request for a Certificate of [Title] [Origin]
[Date]
To:

[Addressee]

[Address]

From:

[Owner’s name or lien holder]

[Address]

Re:  [Description of vehicle]; [vehicle identification number]
Thisisto request that awritten certificate of [title] [origin] be issued and sent to the

[owner or lien holde] at the above address.

[Authentication of Owner]

[end of form]

(d) Upon receipt of arequest for issuance of awritten certificate of title or awritten
certificate of origin under subsection (c), the issuer shall issue and send to the lien holder, or the
owner if thereisno recorded lien, the requested written certificate of title or written certificate of
origin within [15] busness days.

[(e) Free-standing odometer disclosure]

Reporter’s Note

New. See also definition of electronic certificate of titleat COTA § 2. The UETA and
ESIGN eliminate barriersto electronic signaturesin other law.
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SECTION 24. RECEIPT OF LIEN ENTRY FORM.

(@) Except as otherwise provided in subsection (b), receipt by the [appropriate office] of a
record that constitutes alien entry form and tender of the applicable fee, or acceptance of the
record by [the office], perfects the security interest represented by the lien entry form, upon
attachment of the security interest pursuant to [Uniform Commercial Code Atticle 9].

(b) A lien entry form is sufficient if it includes the name of the debtor, the name of a
secured party, and a description of the collateral that meets the requirements of Section 16 of this
[Act] [or Unform Commercial Code sections 9-108 and 9-502].

(c) Perfection does not occur with respect to arecord that the [appropriate office] refuses
to accept because:

(1) therecord is not sent by a method or medium of communication authorized by the
[appropriate office];

(2) an amount equal to or greater than the applicable filing fee is not tendered; or

(3) the record does not contain the name and mailing address of a secured party of
record.

Reporter’s Note
This section is modeled on UCC § 9-516. It addresses the same issues as § 9-516, e.g., by

specifying that perfection occurs upon proper submission of the lien entry form, even if the lien
is never indicated on the certificate of title. Errorsand omissionsin the lien entry form or

certificate of title are governed by COTA 8§ 16. Thebracketed language would incorporate by
reference the equivalent provisions of Article 9, for consistency and as an additional safe harbor.
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SECTION 25. PERFECTION OF SECURITY INTERESTS.

() Except as otherwise provided in this[Act] or [the Uniform Commercial Code], alien
entry form for avehicle covered by a certificate of title is effective for purposes of perfection
upon recapt by the [appropriate office] or its authorized agent pursuant to this [Act].

(b) The [appropriate office] may issue a certificate of title with the name of the lien
holder as owner. A certificate of title issued in thename of alien holder perfects a security
interest in the vehicle. The [appropriate office] may treat such alien holder as the owner for all
other purposes.

(c) The [appropriate office] may refuse to accept arecord of alien entry form only for a
reason set forth under Section 24 (c) of this[Act]. Refusal to accept arecord for any other reason
constitutes effective receipt of the lien entry form for purposes of perfection under subsection (a).
Acceptance of arecord of alien entry form that does not meet the requirements of this section
also constitutes receipt for purposes of perfection under subsection (a). The failure of the
[appropriate office] to index arecord correctly does not affect the receipt of the record as
constituting perfection.

(d) If the [appropriate office] refused to accept the record, the [gopropriate office] shall
communicate to the person that presented the record the reasons for the refusal, and the dateand
time the record would have been received had the gppropriate office] accepted it; this
communication may not be more than [two business days] after the receives the record.

Reporter’s Note
Derived from UCC Article 9 88 9-310(a), 9-516(a) and (b), 9-517, and 9-520(a), (b), and (c).
The purpose is to establish a system for perfection of security interests by filing arecord of alien

entry form with the office that issues certificates of title, or its designated egent, even if the
secured party cannot obtain and surrender the CT. Thisis necessary in order to allow perfection
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under atitle-holding system, within the 20 day grace period allowed under Bankruptcy Code
8 547(3)(B) and the Supreme Court’s Fink decision, since the secured party may not be able to
obtain the CT from the prior lien holder in time to meet the 20 day deadline.

This section is subject to qualifications and exceptions d sewhere in COTA and the UCC,
e.g., providing for perfection by possession in limited circumstances (Article 9 § 9-313), or
requiring attachment as a prerequisite to perfection (COTA § 26).

Thisnon-CT perfection under COTA 88 24-25 would be effective against lien creditors, but
not against a competing party who relies on the CT, pursuant to COTA 88 12-17. Theldter are
modeled partly on Article 9 88 9-337 and 9-338 and recognize the primacy of the CT. To be
protected against such parties, the CT will have to be obtained and submitted with alien entry
form in the traditional manner.

A model lien entry form can be provided, consistent with the model formsin Article 9
§9-521.

SECTION 26. EFFECTIVE DATE OF LIEN ENTRY. If arecord constituting alien
entry formis sent to the [appropriate office] within [30] days after the date the security interest
attaches, under Uniform Commercid Code Article 9, the effective dae of perfection isthe date
the security interest attaches.

Reporter’s Note

Thisis modeled on UCC Article 9 8 9-317(e), which provides a 20 day graceperiod for
perfection of security interests under Article 9. For CT goodsthisissue is govemed by the CT
law rather than Article 9, pursuant to Article 9 8 9-311(a)(3). COTA § 26 covers non-PMSI &
well as PM SI transactions, and extends the grace period to 30 days, because of the time often
needed to acquire the CT from its prior holder.

Thisisinconsistent with the Bankruptcy Code grace period at 11 U.S.C. 8 574(c)(3)(B), as
interpreted by the U.S. Supreme Court in Fidelity Financial Servicesv. Fink, 118 S. Ct. 651
(1998). The bankruptcy rule will control for purposes of preferential transfer issuesin bankruptcy
cases. However, Bankruptcy Code provisions recognize the primacy of state law on thisissue.
See,

e.g., Bankruptcy Code 88 362, 546, and 547(e)(1)(B). It is possible that some day the Fink
rationale may be revisited, and even if not some caurts have been ale to minimize its
significance using other theories. See, e.g., In re Lockhart, 2000 Bankr. LEXIS 1854 (Bankr. D.
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Ore., Dec. 15, 2000) (77 day delay in perfection was protected from avoidance as a preference,
under the contemporaneous transaction exception at Bankruptcy Code § 547(0)(1)).

SECTION 27. UNIFORM FORM OF LIEN ENTRY.

SECTION 28. DUTIES AND OPERATION OF FILING OFFICE.

[SECTION 29. TITLE BRAND
(a) For purposes of this section, “material damage” means damage sustained by avehicle
asfollows:

(1) The damage required repairs having a value, including parts and labor calculated
at the repairer’s cost, exceeding three percent of the manufacture’ s suggested retail price of the
vehicle or $500.00, whichever is greater. The replacement of damaged or stolen components
excluding the cost of repainting or refinishing those components, if replaced by the installation of
new or original manufacturer’s equipment, parts or accessories including the hood, bumpers,
fenders, mechanical parts, instrument panels, moldings, glass, tires, wheels, and electronic
instruments, shall be excluded from damage calculation, except that any damage having an
accumulated repair or replacement value which exceeds ten percent of the manufacturer’s
suggested retail price of the vehicle shall be deemed material damage; or

(2) The damage was to the frame or drive-train of the vehicle; or

(3) The damage occurred in connection with atheft of the entire vehicle; or

(4) The damage was to the suspension of the vehicle requiring repairs other than
wheel balancing or alignment.

(b) For purposes of this section, “flood damage” means. . . .
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(c) A certificate of title covering avehicle (that has not been previously covered by a
certificate of title in any state) that suffers material damage or flood damage shall include a title
brand on the certificate of title indicating “ material damage” or “flood damage.”]

Reporter’s Note
This represents one possible approach to title brandng: A definition and requirement in
COTA. Thislanguage is derived from a disclosure requirement for dealers under 47 Okla. Stat.

§1112.1. The specific trigger for a CT disclosure could be redesigned as desired. Another
approach would be to reference* other law” without specifying what that is.
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