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Appeal from the United States District Court for the Southern
District of M ssissippi.

Before SMTH and EMLIO M GARZA, Crcuit Judges, and STAGG
District Judge.”’

JERRY EE. SMTH, G rcuit Judge:

Heard Fam |y Trucking, Inc. ("Heard Famly"), a chapter 7
debtor | ocated in M ssissippi, appeals the district court's ruling
that a creditor's lien on a Heard Fam |y truck was perfected by the
i ssuance of an Al abama certificate of title. Heard Famly argues
that, under M ssissippi law, the exclusive neans of perfecting a
security interest in a Mssissippi vehicle is through a title
i ssued under that state's Mtor Vehicle Titles Law. Concl udi ng
that M ssissippi |aw creates an exception for vehicles engaged in
interstate comerce that are titled properly in other states, we
affirm

| .
In March 1990, Heard Fam |y, a M ssissippi corporation with
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its principal place of business in that state, purchased a tractor
trailer truck (the "Freightliner") from Col unbus Wiite Sal es, Inc.
("Col unbus"). The sale was nmade by a conditional sales contract
note between Heard Fam |y and Col unbus, and the note was assi gned
to appellee Oix Credit Alliance, Inc. ("Oix"), on the day of the
sal e. Pursuant to the contract, Oix was granted a security
interest in the Freightliner. Soon thereafter, the Al abama
Departnent of Revenue issued a certificate of title for the
Freightliner.? |In accordance with Alabama law, Oix's lien was
noted on the certificate; the title incorrectly listed Heard
Fam | y' s address as Kennedy, Al abana.

Heard Fam |y busi ness dealings took a dowmnturn. By Septenber
1991, it filed a bankruptcy petition under chapter 11, which
subsequently was converted to chapter 7. Meanwhile, Oix filed a
motion in the bankruptcy proceedings, seeking a lifting of the
automatic stay as to the Freightliner. Heard Fam |ly's trustee,
however, believed that the estate's interest in the truck was
superior to Oix's under the "strong-armcl ause" of the Bankruptcy
Code. See 11 U S.C. § 544 (1993). Wil e disputing who was
entitled to the proceeds, the parties nonethel ess agreed to the
sale of the Freightliner. Upon sale, Heard Famly's trustee
deposited the proceeds, pending a determnation of the validity of
Oix's lien.

The bankruptcy court held a hearing and concluded that O x

The record does not provide an answer to how and why the
Freightliner was titled in Al abama. Because these facts are not
critical to our decision here, we do not address them
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did not have a perfected security interest in the Freightliner
The court read Mss. CoboE ANN. 8 63-21-43 (1989) to require a proper
M ssissippi title in order to perfect a security interest in the
Freightliner. Because the Freightliner did not have a M ssi ssi ppi
title, the bankruptcy court ruled that the trustee's judicial lien
was superior, and the trustee was entitled to the proceeds of the
sal e.

On appeal, the district court reversed, holding that
M ssi ssippi |law does not require the Freightliner, as a vehicle
engaged in interstate coonmerce, to have a Mssissippi title. See
Mss. CobE ANN. 8§ 63-21-11(d) (1989). As the court found that the
provi sions of the Mdtor Vehicle Titles chapter did not apply, the
M ssi ssi ppi perfection provisions of its Uniform Commercial Code,
Mss. CooE ANN. § 75-9-101 et seq. (1981 & Supp.1994) ("ucc'),
controlled. Under 8§ 75-9-103(2), an interest perfected in another
state by issuance of atitle remains perfected until a M ssi ssi pp
title is issued or the out-of-state title is surrendered. Since
neither predicate event had occurred here, the court held that
Oix's security interest remains in effect, and its interest in the
proceeds of the sale of the Freightliner is superior to those of
t he trustee.

1.
A
W first exam ne whether we have jurisdiction over this

appeal. Under 28 U.S.C. 8§ 158(a) (1993), the district court has

jurisdiction to hear appeals from "final judgnents, orders, and



decrees" issued by the bankruptcy court. Under 28 U . S.C. § 158(d),
the court of appeals has jurisdiction over the "final decisions,
judgnents, orders, and decrees" issued by the district court under
either 8 158(a) or (b). The Suprene Court has defined a "fina
judgment"” as used in 28 U . S.C. 8§ 1291 as a decision that "ends the
litigation on the nerits and | eaves nothing for the court to do but
execute the judgnent." Firestone Tire & Rubber Co. v. Risjord, 449
UusS 368, 373-74, 101 S. C. 669, 673, 66 L.Ed.2d 571 (1981)
(citations omtted).

The bankruptcy court's decision on the validity of Oix's
security interest was but a small part of the ongoi ng bankruptcy
proceedi ngs. This context, however, does not automatically divest
us of jurisdiction. The rule for appeals in bankruptcy cases is
necessarily nore flexible than is the traditional rule under 28
US C 8§ 1291. Accordingly, we have stated that "an order which
ends a discrete judicial unit in the larger case concludes a
bankruptcy proceeding and is a final judgnent for the purposes of
section 158(d)." England v. FDIC (In re England), 975 F.2d 1168,
1171-72 (5th G r.1992). We have tended to define such discrete
units as coterm nous with adversary proceedi ngs. Louisiana Wrld
Exposition, Inc. v. Federal Ins. Co. (In re Louisiana Wrld
Exposi tion, Inc.), 832 F.2d 1391, 1396 (5th Gir.1987).
Furt hernore, we have held that a bankruptcy court's recognition of
a creditor's security interest was such a final order. See ITT
Diversified Credit Corp. v. Lift & Equip. Serv., Inc. (In re Lift
& Equi pnent Service, Inc.), 816 F.2d 1013, 1016 (5th Cr.), reh'g



on ot her grounds, 819 F.2d 546 (5th G r.1987).

Here, the review of the district court's decision is proper,
as it disposes of a discrete unit within a larger case. The
bankruptcy and district courts determ ned the narrow question of
entitlenent to the proceeds fromthe sale of the Freightliner. The
rulings at issue settle all questions concerning that sale and
elimnate Oix fromthe proceedings.? A ruling by this court in
favor of either party |leaves nothing for the |ower court to do
except the mnisterial task of directing paynent of the proceeds.
Accordingly, the order in question is final, and we have appel |l ate
jurisdiction.

B

The district court held that a Mssissippi certificate of
title was not necessary to perfect Orix's security interest in the
Freightliner, because M ssissippi |aw provides an exception from
the state's title requirenents for vehicles engaged in interstate
conmer ce. In reviewwng the district court's affirmance of the
bankruptcy court's findings of fact, we strictly apply a clearly
erroneous standard to the bankruptcy court's findings. Per ki ns
Coie v. Sadkin (In re Sadkin), 36 F.3d 473, 475 (5th G r.1994) (per
curiamy. We review conclusions of |aw de novo. |Id.

The M ssissippi Mtor Vehicle Titles Law, Mss. CooE ANN. 8§ 63-

21-1 et seq. (1989 & Supp.1994), controls issuance of M ssissipp

2Orix also had security interests in two other trucks
purchased by Heard Fam ly. Apparently the validity of these
interests was not contested, so any further involvenent of Oix
would be limted to receipt of its property.
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certificates of title for autonobiles and the perfection of
security interests in those vehicles. Most security interests for
M ssi ssi ppi vehicles are perfected under Mss. CobE ANN. 8 63-21-43.
This section provides that:

(1) Unless excepted by section 63-21-41, a security interest

in a vehicle of a type which a certificate of title is

required is not valid against creditors of the owner or
subsequent transferees or lienholders of the vehicle unless
perfected as provided in this chapter.

(2) A security interest is perfected by the delivery to the

conptroller of the existing certificate of title, if any, an

application for acertificate of title containing the nane and
address of the lienholder and the date of his security
agreenent, and the required fee.

(3) If a vehicle is subject to a security interest when

brought intothis state, the validity of the security interest

is determ ned by the | aw of the jurisdiction where the vehicle
was when the security interest attached, subject to the
fol | ow ng:

(a) If the parties understood at the tine the security
interest attached that the vehicle would be kept inthis state
and it was brought into this state within thirty (30) days
thereafter for purposes other than transportation through this
state, the validity of the security interest inthis state is
determ ned by the law of this state.

Moreover, 8 63-21-55 states that "the nethod provided in this
chapter of perfecting and giving notice of security interests
subject to this chapter is exclusive."

Not every vehicle physically within the state of M ssissippi,
however, need be titled in the state. M ssissippi |aw recognizes
numer ous exceptions. The relevant exception here, provided by 8§
63-21-11(d), states that "[n]o certificate of title need be
obtained for: ... a vehicle regularly engaged in the interstate
transportation of persons or property for which a currently
effective certificate of title has been issued in another state."
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Here, the district court found that the Freightliner engaged
ininterstate traffic, and the A abama certificate was valid. It
relied upon the testinony of SamHeard, Jr., the president and sol e
st ockhol der of Heard Fam |y, who testified to the bankruptcy court
that the Freightliner nmade deliveries to Al abama, California, and
Florida. Moreover, there existed a certificate of title issued by
the State of Al abama, and the court found that there was no
evidence that it was invalid. This finding is not clearly
erroneous.

Heard Famly's main legal argunent is that M ssissippi
precedent nmandates that the exclusive neans of perfecting a
security interest in a notor vehicle is through the M ssissippi
Motor Vehicle Titles Law. |t argues, therefore, that the district
court erred in applying the UCC s perfection provisions.

As it forthrightly admtted at oral argunent, Heard Famly's
assertion hinges predom nately on one case, Menphis Bank & Trust
Co. v. Pate, 362 So.2d 1245 (M ss.1978), which involved a truck
purchased in Tennessee, where a lienholder perfected a security
i nterest. The truck, however, was sold at a sheriff's sale in
Tennessee to a M ssissippi resident, who re-sold the truck to a
third party in his state. The lienholder later attenpted to
enforce its security interest, relying upon the conflicts of |aws
provi sion of Mssissippi's version of the UCC The M ssi ssi ppi
Suprene Court, however, held that the M ssissippi Mtor Vehicle
Titles Law was the exclusive neans for protecting the security

interest. |d. at 1248. Since no Mssissippi title existed, the



security interest was not perfected under state law. |d. at 1248-
49.

Heard Fam |ly's reliance upon Pate is m splaced. The district
court in this case did apply the M ssissippi Mdtor Vehicle Titles
Law when it |ooked to 8§ 63-21-11(d). Under that section, a
M ssissippi title is not necessary for vehicles engaged in
interstate commerce that have valid out-of-state titles.

No such exception applied in Pate. Here, this exception makes
the chapter and its perfection requirenents inapplicable, as they
apply only to "vehicles of a type which a certificate of title is
required...." 8§ 63-21-43(1). Mreover, the exclusivity provisions
of 8 63-21-55 is itself limted to those security interests
"subject to this chapter.™

Heard Fam |y nmakes a corollary argunent that 8§ 63-21-11(d)
does not apply, because the Alabama title was not "currently
effective," as required by that section, as the address on the
title certificate was incorrect. Heard Famly cites two sections
of Alabama's Uniform Certificate of Title and Antitheft Act,
ALA. CobE § 32-8-1 et seq. (1994), to support this argunent. The
first, 8 32-8-35(a), requires that "[t]he application for the first
certificate of title ... shall contain: ... [t]he nane, current
resi dence and mailing address of the owner...." The second, § 32-
8-39(a), requires that "[e]ach certificate of title issued by the
departnent shall contain (1) [t]he date issued; [and] (2) [t]he
name and current address of the owner...."

A certificate of title in Al abama does not becone invalid



sinply because the owner's address changes or is incorrect; no
section of Alabama's | aw mandates such a result. Al abama | aw does
require atitle holder to notify the state within thirty days when
he changes address. 8 32-8-2(1). No explicit penalty is provided,
however. But see 8§ 32-8-13(2) (mandating that willful violationto
mail or deliver title within ten days after tine set in chapter is
a m sdeneanor). Moreover, Al abama |aw nmakes it a felony to use a
"false or fictitious nane or address ... in an application for a
certificate of title." 8§ 32-8-12(4). It provides a neans to
revoke erroneously or fraudulently issued titles. § 32-8-49.3

By inplication, because the law creates a nechanism to
invalidate titles, the title nmust be valid until that process is
conpleted. Notably, Alabama's |aw al so protects the validity of a
creditor's security interest even upon the suspensi on or revocation
of title. 1d. This provision prevents debtors from defeating a

creditor's interests by neans of the debtor's w ongdoing.*

3This section, in relevant part, states:

(a) The Departnent shall suspend or revoke a
Certificate of Title, subject to the appeal provisions
of Chapter 2A of Title 40, when authorized by any other
provision of law, or if it finds:

1. The Certificate of Title was fraudulently
procured or erroneously issued; or

2. The vehicle has been scrapped, dismantled or
destroyed.

(b) suspension or revocation of a Certificate of Title
does not, in itself, affect the validity of a security
interest noted on it....

“The purpose behind requiring the notation of a lien on the
face of a certificate of title is to provide notice to third
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As the security interest provisions of the Mtor Vehicle
Titles chapter did not apply to Freightliner because of M ss. CobE
ANN. 8§ 63-11(d), the district court properly looked to the
provisions of the UCC as codified at Mss. CobE ANN. 8 75-9-101 et
seq. The UCC states in relevant part:

(2) Certificate of Title.

(a) This subsection applies to goods covered by a certificate

of title issued under a statute of this state or of another

jurisdiction under the law of which indication of a security
interest on the certificate is required as a condition of
perfection.

(b) Except as otherwise provided in this subsection,

perfection and the effect of perfection or nonperfection of

the security interest are governed by the law (including the
conflict of laws rules) of the jurisdiction issuing the
certificate until four (4) nonths after the goods are renoved
from that jurisdiction and thereafter until the goods are
registered in another jurisdiction, but in any event not
beyond surrender of the certificate...

8§ 75-9-103(2).

Here, Al abama |aw governs the perfection of the security
interest, because it issued the certificate of title. Under
Al abama | aw, as Heard Fam |y concedes, a security interest in an
autonobile is perfected by having a valid certificate of title
reflecting the existence of the lien and the nanme of the
i enhol der. See ALA. CobE § 32-8-61. The certificate in question
did both. Further, the Freightliner had not yet been registered in
M ssi ssippi, and the security interest therefore continued to be in

effect. In sum we hold that the security interest was perfected

p ies. The invalidity of the debtor's address does not

di mnish the value of notice of the security interest. See,

e , Yanpol sky v. Wite Mdtor Credit Corp. (In re Angier), 684
F.2d 397, 399 (6th Cr.1982).
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and remai ned so.
L1,
Oix has requested sanctions under Feb. R App. P. 38 and our
| ocal rules. Because we find this appeal was not frivol ous, that
request is DENIED. Based upon the findings and | egal concl usions

di scussed above, the judgnent of the district court is AFFI RVED
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