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When determining whether an agreement is a true lease or a disguised security interest,
courts apply state law. Under New Jersey law, adopting U.C.C. 1-201(37), a transaction
creates a security interest if the consideration of the lessee is to pay the lessor for the right
to possession and use of the goods, is an obligation for the term of the lease, is not subject
to termination by lessee, and (a) the original term of the lease is equal to or greater than
the remaining economic life of the goods, (b) the lessee is bound to renew the lease for
the remaining economic life of the goods, (c) the lessee has an option to renew the lease
for the remaining economic life of the goods for no additional consideration or nominal
consideration upon compliance with the lease agreement, or (d) the lessee has an option
to become the owner of the goods for no additional consideration or nominal additional

consideration upon compliance with the lease agreement.

Marks & Weinberg, PC is a law firm with significant experience in dealing with virtually
every type of equipment and facility lease financing. The lawyers of the firm have
participated in leasing financings for more than a billion dollars of equipment and are

recognized throughout the industry. If you would like more cases or articles on leasing,

or have any questions or comments about this Article or other leasing issues, please visit

leaselawyer.com or contact Barry Marks at 205.251.8303 or Ken Weinberg at
205.251.8307.
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