GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2011

HOUSE BILL 1068
RATIFIED BILL

AN ACT TO AMEND ARTICLE 9 OF THE UNIFORM COMMERCIAL CODE RELATING
TO SECURED TRANSACTIONS, AS RECOMMENDED BY THE GENERAL
STATUTES COMMISSION.

The General Assembly of North Carolina enacts:

PART I. 2010 UCC ARTICLE 9 AMENDMENTS.
SECTION 1. G.S. 25-9-102(a) reads as rewritten:
"§ 25-9-102. Definitions and index of definitions.
@) Avrticle 9 definitions. — In this Article:

U
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"Authenticate" means:
a. To sign; or
b.

logically associate with the record an electronic sound, symbol, or

process.

"Certificate of title" means 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._The term
includes another record maintained as an alternative to a certificate of title
by the governmental unit that issues certificates of title if a statute permits
the security interest in question to be indicated on the record as a condition
or result of the security interest's obtaining priority over the rights of a lien
creditor with respect to the collateral.

"Jurisdiction of organization", with respect to a registered organization,
means the jurisdiction under whose law the organization is formed or
organized.

"Public organic record" means a record that is available to the public for

inspection and is:

a. A record consisting of the record initially filed with or issued by a
state or the United States to form or organize an organization and any

record filed with or issued by the state or the United States which

amends or restates the initial record:;

An organic record of a business trust consisting of the record initially

filed with a state and any record filed with the state which amends or
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restates the initial record, if a statute of the state governing business
trusts requires that the record be filed with the state; or

A record consisting of legislation enacted by the legislature of a state
or the Congress of the United States which forms or organizes an
organization, any record amending the legislation, and any record
filed with or issued by the state or the United States which amends or
restates the name of the organization.

|©

(73) "Registered organization™ means an organization formed or organized solely
under the Iaw of a smgle state or the Unlted States and—asJéewhtehJeheetate

te—have—been—ergam%edrbv the flllnq of a publlc organic record Wlth the

issuance of a public organic record by, or the enactment of legislation by the
state or the United States. The term includes a business trust that is formed
or organized under the law of a single state if a statute of the state governing
business trusts requires that the business trust's organic record be filed with
the state.

n

SECTION 2. G.S. 25-9-105 reads as rewritten:
"8 25-9-105. Control of electronic chattel paper.

(@)  General Rule: Control of Electronic Chattel Paper. — A secured party has control of
electronic chattel paper if a system employed for evidencing the transfer of interests in the
chattel paper reliably establishes the secured party as the person to which the chattel paper was
assigned.

(b)  Specific Facts Giving Control. — A system satisfies subsection (a) of this section if
the record or records comprising the chattel paper are created, stored, and assigned in such a
manner that:

1) A single authoritative copy of the record or records exists which is unique,
dentifiable-identifiable, and, except as otherwise provided in subdivisions
(4), (5), and (6) of this section, unalterable;

2) The authoritative copy identifies the secured party as the assignee of the
record or records;

3) The authoritative copy is communicated to and maintained by the secured
party or its designated custodian;

4) Copies or revistons-amendments that add or change an identified assignee of
the authoritative copy can be made only with the participation-consent of the
secured party;

(5) Each copy of the authoritative copy and any copy of a copy is readily
identifiable as a copy that is not the authoritative copy; and

(6) Any revision-amendment of the authoritative copy is readily identifiable as
an-authorized-er-unauthorizedrewvision-authorized or unauthorized.”

SECTION 3. G.S. 25-9-307(f) reads as rewritten:

"(f)  Location of registered organization organized under federal law; bank branches and
agencies. — Except as otherwise provided in subsection (i) of this section, a registered
organization that is organized under the law of the United States and a branch or agency of a
bank that is not organized under the law of the United States or a state are located:

1) In the state that the law of the United States designates, if the law designates
a state of location;

2 In the state that the registered organization, branch, or agency designates, if
the law of the United States authorizes the registered organization, branch,
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or agency to designate its state of leeatien;—location, including by
designating its main office, home office, or other comparable office; or

In the District of Columbia, if neither subdivision (1) nor subdivision (2) of
this subsection applies.”

SECTION 4. G.S. 25-9-311(a) reads as rewritten:
"(a)  Security interest subject to other law. — Except as otherwise provided in subsection
(d) of this section, the filing of a financing statement is not necessary or effective to perfect a
security interest in property subject to:

1)

()

(3)

A statute, regulation, or treaty of the United States whose requirements for a
security interest's obtaining priority over the rights of a lien creditor with
respect to the property preempt G.S. 25-9-310(a);

A certificate-of-title-statute of this State covering automobiles or other goods
that provides for a security interest to be indicated on the-a certificate of title
as a condition to or result of perfection of the security interest, including
G.S. 20-58 and G.S. 75A-41; or

A certificate-of-title—statute of another jurisdiction which provides for a
security interest to be indicated on the-a certificate of title as a condition or
result of the security interest's obtaining priority over the rights of a lien
creditor with respect to the property."

SECTION 5.(a) The catch line of G.S. 25-9-316 reads as rewritten:
"§ 25-9-316. Genﬂnued—pe#eeﬂen—ef—see%ﬁy—mtemst—feﬂe\mngEffect of change in

governing law."
SECTION 5.(b) G.S. 25-9-316 is amended by adding two new subsections to read:
"(h) Effect on Filed Financing Statement of Change in Governing Law. — The following

rules apply to collateral to which a security interest attaches within four months after the debtor

changes its location to another jurisdiction:

)

A financing statement filed before the change pursuant to the law of the
jurisdiction designated in G.S. 25-9-301(1) or G.S. 25-9-305(c) is effective
to perfect a security interest in the collateral if the financing statement would
have been effective to perfect a security interest in the collateral had the
debtor not changed its location.

If a security interest perfected by a financing statement that is effective
under subdivision (1) of this subsection becomes perfected under the law of
the other jurisdiction before the earlier of the time the financing statement
would have become ineffective under the law of the jurisdiction designated
in G.S. 25-9-301(1) or G.S. 25-9-305(c) or the expiration of the four-month
period, it remains perfected thereafter. If the security interest does not
become perfected under the law of the other jurisdiction before the earlier
time or event, it becomes unperfected and is deemed never to have been
perfected as against a purchaser of the collateral for value.

(i) Effect of Change in Governing Law on Financing Statement Filed Against Original

Debtor. — If a financing statement naming an original debtor is filed pursuant to the law of the

jurisdiction designated in G.S. 25-9-301(1) or G.S. 25-9-305(c) and the new debtor is located in

another jurisdiction, the following rules apply:

)

2
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The financing statement is effective to perfect a security interest in collateral
acquired by the new debtor before, and within four months after, the new
debtor becomes bound under G.S. 25-9-203(d), if the financing statement
would have been effective to perfect a security interest in the collateral had
the collateral been acquired by the original debtor.

A security interest perfected by the financing statement and which becomes
perfected under the law of the other jurisdiction before the earlier of the time
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the financing statement would have become ineffective under the law of the
jurisdiction designated in G.S. 25-9-301(1) or G.S. 25-9-305(c) or the
expiration of the four-month period remains perfected thereafter. A security
interest that is perfected by the financing statement but which does not
become perfected under the law of the other jurisdiction before the earlier
time or event becomes unperfected and is deemed never to have been
perfected as against a purchaser of the collateral for value."

SECTION 6. G.S. 25-9-317 reads as rewritten:

"§ 25-9-317. Interests that take priority over or take free of security interest or

agricultural lien.

@) Conflicting security interests and rights of lien creditors. — A security interest or
agricultural lien is subordinate to the rights of:

1) A person entitled to priority under G.S. 25-9-322; and
2 Except as otherwise provided in subsection (e) of this section, a person that
becomes a lien creditor before the earlier of the time:
a. The security interest or agricultural lien is perfected; or
b. One of the conditions specified in G.S. 25-9-203(b)(3) is met and a
financing statement covering the collateral is filed.

(b) Buyers that receive delivery. — Except as otherwise provided in subsection (e) of
this section, a buyer, other than a secured party, of tangible chattel paper, tangible documents,
goods, instruments, or a seeurity-certificatecertificated security takes free of a security interest
or agricultural lien if the buyer gives value and receives delivery of the collateral without
knowledge of the security interest or agricultural lien and before it is perfected.

(© Lessees that receive delivery. — Except as otherwise provided in subsection (e) of
this section, a lessee of goods takes free of a security interest or agricultural lien if the lessee
gives value and receives delivery of the collateral without knowledge of the security interest or
agricultural lien and before it is perfected.

(d) Licensees and buyers of certain collateral. — A licensee of a general intangible or a
buyer, other than a secured party, of accoeunts—electronicchattel-paper—electronic-documents;
generakintangibles—or-investmentpropertycollateral other than tangible chattel paper, tangible
documents, goods, instruments, or a certificated security takes free of a security interest if the
licensee or buyer gives value without knowledge of the security interest and before it is
perfected.

(e) Purchase-money security interest. — Except as otherwise provided in G.S. 25-9-320
and G.S. 25-9-321, if a person files a financing statement with respect to a purchase-money
security interest before or within 20 days after the debtor receives delivery of the collateral, the
security interest takes priority over the rights of a buyer, lessee, or lien creditor which arise
between the time the security interest attaches and the time of filing."

SECTION 7. G.S. 25-9-326 reads as rewritten:
"8 25-9-326. Priority of security interests created by new debtor.

€)) Subordination of security interest created by new debtor. — Subject to subsection (b)
of this section, a security interest that is created by a new debtor which-isin collateral in which

the new debtor has or acquires rights and is perfected oIer by a f|Ied flnancmg statement that

thtswould be meffectlve to perfect the securlty mterest but for the appllcatlon of
G.S. 25-9-316(i)(1) or G.S. 25-9-508 is subordinate to a security interest in the same collateral
which is perfected other than by such a filed financing statement-that-is-effective-selehyrunder
6-S5—25-9-508-statement.

(b) Priority under other provisions; multiple original debtors. — The other provisions of
this Part determine the priority among conflicting security interests in the same collateral

perfected by filed financing statements that-are-effective-selely-under-G-S-25-9-508described
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in subsection (a) of this section. However, if the security agreements to which a new debtor

became bound as debtor were not entered into by the same original debtor, the conflicting

security interests rank according to priority in time of the new debtor's having become bound."

SECTION 8. G.S. 25-9-406 reads as rewritten:

"§ 25-9-406. Discharge of account debtor; notification of assignment; identification and
proof of assignment; restrictions on assignment of accounts, chattel paper,
payment intangibles, and promissory notes ineffective.

@ Discharge of account debtor; effect of notification. — Subject to subsections (b)
through (i) of this section, an account debtor on an account, chattel paper, or a payment
intangible may discharge its obligation by paying the assignor until, but not after, the account
debtor receives a notification, authenticated by the assignor or the assignee, that the amount due
or to become due has been assigned and that payment is to be made to the assignee. After
receipt of the notification, the account debtor may discharge its obligation by paying the
assignee and may not discharge the obligation by paying the assignor.

(b) When notification ineffective. — Subject to subsection (h) of this section,
notification is ineffective under subsection (a) of this section:

1) If it does not reasonably identify the rights assigned,;

2 To the extent that an agreement between an account debtor and a seller of a
payment intangible limits the account debtor's duty to pay a person other
than the seller and the limitation is effective under law other than this
Article; or

3) At the option of an account debtor, if the notification notifies the account
debtor to make less than the full amount of any installment or other periodic
payment to the assignee, even if:

a. Only a portion of the account, chattel paper, or payment intangible
has been assigned to that assignee;

b. A portion has been assigned to another assignee; or

C. The account debtor knows that the assignment to that assignee is
limited.

(© Proof of assignment. — Subject to subsection (h) of this section, if requested by the
account debtor, an assignee shall seasonably furnish reasonable proof that the assignment has
been made. Unless the assignee complies, the account debtor may discharge its obligation by
paying the assignor, even if the account debtor has received a notification under subsection (a)
of this section.

(d) Term restricting assignment generally ineffective. — Except as otherwise provided in
subsection (e) of this section and G.S. 25-2A-303 and G-5-25-9-407G.S. 25-9-407, and subject
to subsection (h) of this section, a term in an agreement between an account debtor and an
assignor or in a promissory note is ineffective to the extent that it:

1) Prohibits, restricts, or requires the consent of the account debtor or person
obligated on the promissory note to the assignment or transfer of, or the
creation, attachment, perfection, or enforcement of a security interest in, the
account, chattel paper, payment intangible, or promissory note; or

(2) Provides that the assignment or transfer or the creation, attachment,
perfection, or enforcement of the security interest may give rise to a default,
breach, right of recoupment, claim, defense, termination, right of
termination, or remedy under the account, chattel paper, payment intangible,
or promissory note.

(e) Inapplicability of subsection (d) to certain sales. — Subsection (d) of this section
does not apply to the sale of a payment intangible or promissory rete-note, other than a sale
pursuant to a disposition under G.S.25-9-610 or an acceptance of collateral under
G.S. 25-9-620.
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()] Legal restrictions on assignment generally ineffective. — Except as otherwise
provided in G.S. 25-2A-303 and G.S. 25-9-407 and subject to subsections (h) and (i) of this
section, a rule of law, statute, or regulation that prohibits, restricts, or requires the consent of a
government, governmental body or official, or account debtor to the assignment or transfer of,
or creation of a security interest in, an account or chattel paper is ineffective to the extent that
the rule of law, statute, or regulation:

1) Prohibits, restricts, or requires the consent of the government, governmental
body or official, or account debtor to the assignment or transfer of, or the
creation, attachment, perfection, or enforcement of a security interest in the
account or chattel paper; or

(2 Provides that the assignment or transfer or the creation, attachment,
perfection, or enforcement of the security interest may give rise to a default,
breach, right of recoupment, claim, defense, termination, right of
termination, or remedy under the account or chattel paper.

(9) Subdivision (b)(3) not waivable. — Subject to subsection (h) of this section, an
account debtor may not waive or vary its option under subdivision (b)(3) of this section.

(h) Rule for individual under other law. — This section is subject to law other than this
Article which establishes a different rule for an account debtor who is an individual and who
incurred the obligation primarily for personal, family, or household purposes.

Q) Inapplicability. — This section does not apply to an assignment of a
health-care-insurance receivable. Subsection (f) of this section does not apply to an assignment
or transfer of, or the creation, attachment, perfection, or enforcement of a security interest in, a
right the transfer of which is prohibited or restricted by any of the following statutes to the
extent that the statute is |ncon3|stent with subsectlon (f) of this section: —Neﬁh—@arelm

[€9)] North Carolina Structured Settlement Act (Article 44B of Chapter 1 of the

General Statutes).

(2) North Carolina Crime Victims Compensation Act (Chapter 15B of the
General Statutes).

3) North Carolina Consumer Finance Act (Article 15 of Chapter 53 of the
General Statutes).

4) North Carolina Firemen's and Rescue Squad Workers' Pension Fund (Article
86 of Chapter 58 of the General Statutes).

(5) Employment Security Law (Chapter 96 of the General Statutes).

(6) North Carolina Workers' Compensation Fund Act (Article 1 of Chapter 97 of
the General Statutes).

(7)  Programs of Public Assistance (Article 2 of Chapter 108A of the General

Statutes).

North Carolina State Lottery Act (Chapter 18C of the General Statutes).

()] Section prevails over inconsistent law. — Except to the extent otherwise provided in
subsection (i) of this section, this section prevails over any inconsistent provision of an existing
or future statute, rule, or regulation of this State unless the provision is contained in a statute of
this State, refers expressly to this section, and states that the provision prevails over this
section."

c

SECTION 9. G.S. 25-9-408 reads as rewritten:
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"8 25-9-408. Restrictions on assignment of promissory notes, health-care-insurance
receivables, and certain general intangibles ineffective.

€)) Term restricting assignment generally ineffective. — Except as otherwise provided in
subsection (b) of this section, a term in a promissory note or in an agreement between an
account debtor and a debtor which relates to a health-care-insurance receivable or a general
intangible, including a contract, permit, license, or franchise, and which term prohibits,
restricts, or requires the consent of the person obligated on the promissory note or the account
debtor to, the assignment or transfer of, or creation, attachment, or perfection of a security
interest in, the promissory note, health-care-insurance receivable, or general intangible, is
ineffective to the extent that the term:

1) Would impair the creation, attachment, or perfection of a security interest; or

2 Provides that the assignment or transfer or the creation, attachment, or
perfection of the security interest may give rise to a default, breach, right of
recoupment, claim, defense, termination, right of termination, or remedy
under the promissory note, health-care-insurance receivable, or general
intangible.

(b) Applicability of subsection (a) to sales of certain rights to payment. — Subsection (a)
of this section applies to a security interest in a payment intangible or promissory note only if
the security interest arises out of a sale of the payment intangible or promissory nete-note, other
than a sale pursuant to a disposition under G.S. 25-9-610 or an acceptance of collateral under
G.S. 25-9-620.

(© Legal restrictions on assignment generally ineffective. — A rule of law, statute, or
regulation that prohibits, restricts, or requires the consent of a government, governmental body
or official, person obligated on a promissory note, or account debtor to the assignment or
transfer of, or creation of a security interest in, a promissory note, health-care-insurance
receivable, or general intangible, including a contract, permit, license, or franchise between an
account debtor and a debtor, is ineffective to the extent that the rule of law, statute, or
regulation:

(1)  Would impair the creation, attachment, or perfection of a security interest; or

(2 Provides that the assignment or transfer or the creation, attachment, or
perfection of the security interest may give rise to a default, breach, right of
recoupment, claim, defense, termination, right of termination, or remedy
under the promissory note, health-care-insurance receivable, or general
intangible.

(d) Limitation on ineffectiveness under subsections (a) and (c). — To the extent that a
term in a promissory note or in an agreement between an account debtor and a debtor which
relates to a health-care-insurance receivable or general intangible or a rule of law, statute, or
regulation described in subsection (c) of this section would be effective under law other than
this Article but is ineffective under subsection (a) or (c) of this section, the creation,
attachment, or perfection of a security interest in the promissory note, health-care-insurance
receivable, or general intangible:

Q) Is not enforceable against the person obligated on the promissory note or the
account debtor;

2 Does not impose a duty or obligation on the person obligated on the
promissory note or the account debtor;

3 Does not require the person obligated on the promissory note or the account
debtor to recognize the security interest, pay or render performance to the
secured party, or accept payment or performance from the secured party;

4) Does not entitle the secured party to use or assign the debtor's rights under
the promissory note, health-care-insurance receivable, or general intangible,
including any related information or materials furnished to the debtor in the
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transaction giving rise to the promissory note, health-care-insurance
receivable, or general intangible;

5) Does not entitle the secured party to use, assign, possess, or have access to
any trade secrets or confidential information of the person obligated on the
promissory note or the account debtor; and

(6) Does not entitle the secured party to enforce the security interest in the
promissory note, health-care-insurance receivable, or general intangible.

(e Section prevails over inconsistent law. — Except to the extent otherwise provided in
subsection (f) of this section, this section prevails over any inconsistent provision of an existing
or future statute, rule, or regulation of this State unless the provision is contained in a statute of
this State, refers expressly to this section, and states that the provision prevails over this
section.

()] Inapplicability. — Subsection (c) of this section does not apply to an assignment or
transfer of, or the creation, attachment, perfection, or enforcement of a security interest in, a
right the transfer of which is prohibited or restricted by any of the following statutes to the
extent that the statute is |ncon3|stent with subsectlon (c) of this section: Ner:th—ealcelma

[€9)] North Carolina Structured Settlement Act (Article 44B of Chapter 1 of the
General Statutes).

(2) North Carolina Crime Victims Compensation Act (Chapter 15B of the
General Statutes).

3) North Carolina Consumer Finance Act (Article 15 of Chapter 53 of the
General Statutes).

4) North Carolina Firemen's and Rescue Squad Workers' Pension Fund (Article
86 of Chapter 58 of the General Statutes).

(5) Employment Security Law (Chapter 96 of the General Statutes).

(6) North Carolina Workers' Compensation Fund Act (Article 1 of Chapter 97 of
the General Statutes).

(7)  Programs of Public Assistance (Article 2 of Chapter 108A of the General

Statutes).
(8) North Carolina State Lottery Act (Chapter 18C of the General Statutes)."

SECTION 10. G.S. 25-9-502(c) reads as rewritten:

"(c) Record of mortgage as financing statement. — A record of a mortgage is effective,
from the date of recording, as a financing statement filed as a fixture filing or as a financing
statement covering as-extracted collateral or timber to be cut only if:

Q) The record indicates the goods or accounts that it covers;

2 The goods are or are to become fixtures related to the real property described
in the record or the collateral is related to the real property described in the
record and is as-extracted collateral or timber to be cut;

3 The record satisfies the requirements for a financing statement in this seetion
section, but:

a. The record need not indicate etherthan-an-indication-that it is to be
filed in the real property records; and

b. The record sufficiently provides the name of a debtor who is an
individual if it provides the individual name of the debtor or the
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(4)

surname and first personal name of the debtor, even if the debtor is
an individual to whom G.S. 25-9-503(a)(4) applies; and
The record is duly recorded."

SECTION 11. G.S. 25-9-503 reads as rewritten:
"§ 25-9-503. Name of debtor and secured party.
@ Sufficiency of debtor's name. — A financing statement sufficiently provides the
name of the debtor:

1)

)

(3)

H1068 [Ratified]

Except as otherwise provided in subdivision (3) of this subsection, H-if the
debtor is a registered erganization;organization or the collateral is held in a
trust that is a registered organization, only if the financing statement
provides the name ef-the-debtor-indicatedthat is stated to be the registered
organization's name on the public organic record ef-most recently filed with
or issued or enacted by the debters-registered organization's jurisdiction of
organization which shews—the—debtorto—havebeen—organized;purports to
state, amend, or restate the registered organization's name;

Subject to subsection (f) of this section, H-if the debtor—is—a—decedent's
estate;collateral is being administered by the personal representative of a
decedent, only if the financing statement provides-provides, as the name of
the debtor, the name of the decedent and-and, in a separate part of the
financing statement, indicates that the debtor-is-an-estate:collateral is being
administered by a personal representative;

If the collateral is held in a trust that is not a registered organization, only if
the financing statement:

a. Provides, as the name of the debtor:
1. If the organic record of the trust specifies a name for the trust,
the name specified; or
2. If the organic record of the trust does not specify a name for
the trust, the name of the settlor or testator; and
b. In a separate part of the financing statement:
1. If the name is provided in accordance with sub-subdivision
a.l. of this subdivision, indicates that the collateral is held in
a trust; or
2. If the name is provided in accordance with sub-subdivision

a.2. of this subdivision, provides additional information
sufficient to distinguish the trust from other trusts having one
or more of the same settlors or the same testator and indicates
that the collateral is held in a trust, unless the additional
information so indicates;
Subject to subsection (g) of this section, if the debtor is an individual to
whom this State has issued a drivers license or special identification card
that has not expired, only if the financing statement provides the name of the
individual which is indicated on the drivers license or special identification
card;
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(5) If the debtor is an individual to whom subdivision (a)(4) of this section does
not apply, only if the financing statement provides the individual name of
the debtor or the surname and first personal name of the debtor; and

4)(6) In other cases:

a. If the debtor has a name, only if #-the financing statement provides
the individual-er-organizational name of the debtor; and
b. If the debtor does not have a name, only if #-the financing statement

provides the names of the partners, members, associates, or other
persons comprising the debter-debtor, in a manner that each name
provided would be sufficient if the person named were the debtor.

(b)  Additional debtor-related information. — A financing statement that provides the
name of the debtor in accordance with subsection (a) of this section is not rendered ineffective
by the absence of:

1) A trade name or other name of the debtor; or

(2 Unless required under sub-subdivision—{ay4)b-sub-subdivision (a)(6)b. of
this section, names of partners, members, associates, or other persons
comprising the debtor.

(© Debtor's trade name insufficient. — A financing statement that provides only the
debtor's trade name does not sufficiently provide the name of the debtor.

(d) Representative capacity. — Failure to indicate the representative capacity of a
secured party or representative of a secured party does not affect the sufficiency of a financing
statement.

(e Multiple debtors and secured parties. — A financing statement may provide the name
of more than one debtor and the name of more than one secured party.

() Name of Decedent. — The name of the decedent indicated on the order appointing
the personal representative of the decedent issued by the court having jurisdiction over the
collateral is sufficient as the "name of the decedent"” under subdivision (a)(2) of this section.

(Q) Multiple Drivers Licenses or Special Identification Cards. — If this State has issued
to an individual more than one drivers license or special identification card of a kind described
in subdivision (a)(4) of this section, the one that was issued most recently is the one to which
subdivision (a)(4) of this section refers.

(h) Definition. — In this section, the "name of the settlor or testator" means:

(1) If the settlor is a registered organization, the name that is stated to be the
settlor's name on the public organic record most recently filed with or issued
or enacted by the settlor's jurisdiction of organization which purports to
state, amend, or restate the settlor's name; or

(2) In other cases, the name of the settlor or testator indicated in the trust's
organic record."

SECTION 12. G.S. 25-9-507(c) reads as rewritten:

"(c) Change in debtor's name. — If a-debterso-changes-itsthe name that a filed financing
statement provides for a debtor becomes insufficient as the name of the debtor under
G.S. 25-9-503(a) so that the financing statement becomes seriously misleading under
G.S. 25-9-506:

Q) The financing statement is effective to perfect a security interest in collateral
acquired by the debtor before, or within four months after, the ehange;filed
financing statement becomes seriously misleading; and

2 The financing statement is not effective to perfect a security interest in
collateral acquired by the debtor more than four months after the
ehange;filed financing statement becomes seriously misleading, unless an
amendment to the financing statement which renders the financing statement
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not seriously misleading is filed within four months after the—ehange-the
financing statement became seriously misleading."

SECTION 13. G.S. 25-9-515(f) reads as rewritten:

"(f)  Transmitting utility financing statement. — If a debtor is a transmitting utility and a
filed initial financing statement so indicates, the financing statement is effective until a
termination statement is filed.”

SECTION 14. G.S. 25-9-516(b) reads as rewritten:

"(b) Refusal to accept record; filing does not occur. — Filing does not occur with respect

to a record that a filing office refuses to accept because:

©)

©)

™
®)

The filing office is unable to index the record because:

a. In the case of an initial financing statement, the record does not
provide a name for the debtor;

b. In the case of an amendment or eerreetion-information statement, the
record:

1. Does not identify the initial financing statement as required
by G.S. 25-9-512 or G.S. 25-9-518, as applicable; or

2. Identifies an initial financing statement whose effectiveness
has lapsed under G.S. 25-9-515;

C. In the case of an initial financing statement that provides the name of
a debtor identified as an individual or an amendment that provides a
name of a debtor identified as an individual which was not
previously provided in the financing statement to which the record
relates, the record does not identify the debtor's last-rame;surname;
or

d. In the case of a record filed in the filing office described in
G.S. 25-9-501(a)(1), the record does not provide a sufficient
description of the real property to which it relates;

In the case of an initial financing statement or an amendment that provides a

name of a debtor which was not previously provided in the financing

statement to which the amendment relates, the record does not:

a. Provide a mailing address for the debtor;_or

b. Indicate whether the name provided as the name of the debtor is the
name of an individual or an organization;-ef

o Ifthef I hat the debtor |
provide:

) . ;
'H'I"gﬁ ization for the debtor:

s tional dentificat ber for_the._del
ndicate-that-the-debter-has-hene;

In the case of a continuation statement, the record is not filed within the
six-month period prescribed by G.S. 25-9-515(d); or

In the case of a record presented for filing at the Department of the Secretary
of State, the Secretary of State determines that the record is not created
pursuant to this Chapter or is otherwise intended for an improper purpose,
such as to hinder, harass, or otherwise wrongfully interfere with any person."

SECTION 15. G.S. 25-9-518 reads as rewritten:
"§ 25-9-518. Claim concerning inaccurate or wrongfully filed record.

H1068 [Ratified]
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@) Correction—statement.Statement With Respect to Record Indexed Under Person's
Name. — A person may file in the filing office a—correctionan information statement with
respect to a record indexed there under the person's name if the person believes that the record
is inaccurate or was wrongfully filed.

(b) Sufficieney-Contents of eerrection-statement.Statement Under Subsection (a). — A
eorrectionAn information statement under subsection (a) of this section must:

1) Identify the record to which it relates by the file number assigned to the
initial financing statement to which the record relates;

2 Indicate that it is a-€errectionan information statement; and

3) Provide the basis for the person's belief that the record is inaccurate and
indicate the manner in which the person believes the record should be
amended to cure any inaccuracy or provide the basis for the person's belief
that the record was wrongfully filed. A—correctionrAn information statement
that is subject to the provisions of subsection (b1) of this section shall
include a written certification, under oath, by the person that the contents of
the eorrection-information statement are true and accurate to the best of the
person's knowledge.

(b1) In the case of a—eerrectionan information statement alleging that a previously filed
record was wrongfully filed and that it should have been rejected under G.S. 25-9-516(b)(8),
the Secretary of State shall, without undue delay, determine whether the contested record was
wrongfully filed and should have been rejected. In order to determine whether the record was
wrongfully filed, the Secretary of State may require the person filing the correetion-information
statement and the secured party to provide any additional relevant information requested by the
Secretary of State, including an original or a copy of any security agreement that is related to
the record. If the Secretary of State finds that the record was wrongfully filed and should have
been rejected under G.S. 25-9-516(b)(8), the Secretary of State shall cancel the record and it
shall be void and of no effect.

(b2) Statement by Secured Party of Record. — A person may file in the filing office an
information statement with respect to a record filed there if the person is a secured party of
record with respect to the financing statement to which the record relates and believes that the
person that filed the record was not entitled to do so under G.S. 25-9-509(d).

(b3) Contents of Statement Under Subsection (b2). — An information statement under
subsection (b2) of this section must:

[€9)] Identify the record to which it relates by the file number assigned to the
initial financing statement to which the record relates;

(2) Indicate that it is an information statement; and

(3)  Provide the basis for the person's belief that the person that filed the record
was not entitled to do so under G.S. 25-9-509(d).

(©) Record not affected by eerrection—information statement. — The filing of a
correctionan _information statement does not affect the effectiveness of an initial financing
statement or other filed record.”

SECTION 16. G.S. 25-9-521 is rewritten to read:
"8 25-9-521. Uniform form of written financing statement and amendment.

@ Initial financing statement form. — A filing office that accepts written records may
not refuse to accept a written initial financing statement in the following form and format
except for a reason set forth in G.S. 25-9-516(b):

Page 12 H1068 [Ratified]



UCC FINANCING STATEMENT

FOLLOW INSTRUCTIONS

A NAME & FHONE OF CONTACT AT FILER (ogtonsal)

B E-NAL CONTACT AT FILER {cotonal)

C SEND ACKNOVLEDGMENT TO

-

I

(Name and Address)

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY
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ﬁ‘ 15 INDIVIDUAL'S SURKAME

WAILNG ADDRESS
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R+ - -
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oy STATE | POSTAL COLE COUNTRY
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2 ORGANZATIONS NAVE
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I MALING AUDRESS |emy STATE |FOSTALC |COUNTRY

| | |

4 COLLATERAL
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5. Chwch gy O azpiicalie wie comck sofy o
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B OFTIONAL FILER REFERENCE DATA:

UCC FINARCING STATEMENT (Form UCCT) (Rev. 0420011
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UCC FINANCING STATEMENT ADDENDUM

FOLLOW INSTRUCTIONS

B, NAME CF FIRST DEATOR  Sama as Mo *a o 10 00 Finascmg Sausemont, i 1 ne 1 wes bt bla
tocause Indamsus) Detrior naste did net 1, chack bars [ ]
(W orRoamzATIONS NAME
[

Ok | M0, INDIVIDUAL S SLRNANE

“‘ FIRST PERSONAL NAME

‘ ADCITIONAL NAWESINTIALIS) | BUFFIX

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY
10 DEBTOR'S NAME Proace (104 o 1001 erly S @00 bon sl Colier name or Debior nanse 9140 &2 1ol 110 4o 10 or 20 f he Foensng Sutemert. (Fom JCCT) (use exact b rame,
— A0 Not il mosdy. o aba A ary pan of 1% Dotiars namel g ier the marng addeeds = b

["0u ORGANZATION S MME
[

O S D VOUAL S SurswiE

INOIVIDUAL 2 F RST PEISONAL NAME

INDVITUALS ADCITIONAL RAILISIINITIALLS]

BUFFIX

02 MAILING ADORESS ary

SYAYE |POSTALCOLC COUNTRY

" : ADDTICNAL SECURED PARTY'S NAME o D A{SS:KJNOR SECUREG PAQT‘('S NAME. Prowie coly sne rame (1 1a o1 1'%
;n.(cm:»iv.uvnr}. AN o . o T - o o o -
[

OR"n‘ INDNVDUAL S SURNANE FIRST PERSONAL NANE ADCHTIONAL NANE =N TIAL (S SUFFX
| {
[

T1e MARING ADCRNSS Tory TISTATE [PDE AL GOGE [coummey

\
12. ADDITIONAL SPACE FOR ITEM 4 tGolateea )

13 [ ] The FIKANCING STATEMENT & %0 20 fied Jor tecoic] |00 feconted) i1 e | 14 Tres FINANG NG STATENENT
REAL ESTATE RECORDS (f apobzsbin| —
e 25 o : £a00% thyeer 1o be ot :] Cowmes s wekachedt colbed |
15, Nor a0 cosvoss of 2 RECORD OWINER ¢f maal aniate 0oscated in dem 18 16, Dwacrgzbon of fual walale
01 Dniztar dooa not have o recorm intpoast|

s M-! 4w Arkare ey

17, MSCELLANEOUS

UCC FINANCING STATEMENT ADDENDUM (Form UCC1Ad) (Rew. 04/20¢11)

(b)

Amendment form. — A filing office that accepts written records may not refuse to

accept a written record in the following form and format except for a reason set forth in
G.S. 25-9-516(b):
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UCC FINANCING STATEMENT AMENDMENT

FOLLOW INSTRUCTIONS
A NAME & PHONE OF CONTACT AT FILER (cptoral)

B. E-MAL CONTACT AT FILER (optional)

C BEND ACKNCWLEDGMENT TO. (Name and Addross)

n il

THE ABOVE SPACE 1S FOR FILING OFFICE USE ONLY
13 (N TIAL F INANG MG STATEMENT FILE NUMEER 1 This FINANCING STATENENT AMENDMENT 15 m e Sied Har racorm]
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Statoment
1 > 4 A .
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UCC FINANCING STATEMENT AMENDMENT (Form UCC3) (Rev, 04/20011)
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UCC FINANCING STATEMENT AMENDMENT ADDENDUM

OLLOW INSTRUCTIONS

T ONITIAL FINANCING STATEMENT FILE NUMEER: Same oo for "o o0 Anandment fom

Z NAME OF PARTY AUTHORIZING THIS AMENDMENT: S as dem 0 09 Asensrnadd ki
178 CRGANIZA TIGN 5 KANS

OR | - —.
2 INDIVIDUAL'S SURNAME

FIRST FERSONAL NaME

ADDHTCONAL NAMES I NITIAL S| [suere

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY
13 Name of EBTOR on redated Snancing statemant (Name of 8 curvent Deteoe of mecoos 16q deed for indesing gumones 2oy b 9ome Fieg ofloes « sos Iaatriassan e 1] Pecyide osly

G Dttt s 1720 O 150 [ue eact (Ul e, 95 nol ared, srod fy, o Weloeviade iy 20 of e Delior & narme) ses 1aalocdons  cene does nol W

T30 ORGANIZATION S NAME
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Coes LTeed 10 ba et corests an-adrachen oo aternd | is fhedt 2 0 fesum Ming
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et

18 MISCELLANEOUS

UCC FINANCING STATEMENT AMENCMENT ADDENODUM (Form LCC3Ad) (Rev. 04/20/11)

“(b)

SECTION 17. G.S. 25-9-607(b) reads as rewritten:

recorded:

Page 16

(1) A copy of the security agreement that creates or provides for a security

interest in the obligation secured by the mortgage; and

Nonjudicial enforcement of mortgage. — If necessary to enable a secured party to
exercise under subdivision (a)(3) of this section the right of a debtor to enforce a mortgage
nonjudicially, the secured party may record in the office in which a record of the mortgage is
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2 The secured party's sworn affidavit in recordable form stating that:

a. A default has eeeurred;occurred with respect to the obligation
secured by the mortgage; and
b. The secured party is entitled to enforce the mortgage nonjudicially."
SECTION 18. G.S. 25-9-625(c) reads as rewritten:
"(c) Persons entitled to recover damages; statutory damages in—eensumer-goods
transaetion-if collateral is consumer goods. — Except as otherwise provided in G.S. 25-9-628:
1) A person that, at the time of the failure, was a debtor, was an obligor, or held
a security interest in or other lien on the collateral may recover damages
under subsection (b) of this section for its loss; and

2 If the collateral is consumer goods, a person that was a debtor or a secondary

obligor at the time a secured party failed to comply with this Part may
recover for that failure in any event an amount not less than the credit
service charge plus ten percent (10%) of the principal amount of the
obligation or the time-price differential plus ten percent (10%) of the cash
price."

PART Il. TRANSITION PROVISIONS.

SECURITY INTEREST PERFECTED BEFORE EFFECTIVE DATE.

SECTION 19.(a) Continuing Perfection: Perfection Requirements Satisfied. — A
security interest that is a perfected security interest immediately before the effective date of this
act is a perfected security interest under Article 9 of Chapter 25 of the General Statutes as
amended by this act if, when this act becomes effective, the applicable requirements for
attachment and perfection under Article 9 of Chapter 25 of the General Statutes as amended by
this act are satisfied without further action.

SECTION 19.(b) Continuing Perfection: Perfection Requirements Not Satisfied. —
Except as otherwise provided in Section 21 of this act, if, immediately before this act becomes
effective, a security interest is a perfected security interest, but the applicable requirements for
perfection under Article 9 of Chapter 25 of the General Statutes as amended by this act are not
satisfied when this act becomes effective, the security interest remains perfected thereafter only
if the applicable requirements for perfection under Article 9 of Chapter 25 of the General
Statutes as amended by this act are satisfied within one year after this act becomes effective.
SECURITY INTEREST UNPERFECTED BEFORE EFFECTIVE DATE.

SECTION 20. Security Interest Unperfected Before Effective Date. — A security
interest that is an unperfected security interest immediately before this act becomes effective
becomes a perfected security interest:

1) Without further action, when this act becomes effective if the applicable

requirements for perfection under Article 9 of Chapter 25 of the General
Statutes as amended by this act are satisfied before or at that time; or
(2)  When the applicable requirements for perfection are satisfied if the
requirements are satisfied after that time.
EFFECTIVENESS OF ACTION TAKEN BEFORE EFFECTIVE DATE.

SECTION 21.(a) Pre-Effective-Date Filing Effective. — The filing of a financing
statement before this act becomes effective is effective to perfect a security interest to the
extent the filing would satisfy the applicable requirements for perfection under Article 9 of
Chapter 25 of the General Statutes as amended by this act.

SECTION 21.(b) When Pre-Effective-Date Filing Becomes Ineffective. — This act
does not render ineffective an effective financing statement that, before this act becomes
effective, is filed and satisfies the applicable requirements for perfection under the law of the
jurisdiction governing perfection as provided in Article 9 of Chapter 25 of the General Statutes
as it existed before amendment. However, except as otherwise provided in subsections (c) and
(d) of this section and Section 22 of this act, the financing statement ceases to be effective:

H1068 [Ratified] Page 17



1) If the financing statement is filed in this State, at the time the financing
statement would have ceased to be effective had this act not become
effective; or

2 If the financing statement is filed in another jurisdiction, at the earlier of:

a. The time the financing statement would have ceased to be effective
under the law of that jurisdiction; or
b. June 30, 2018.

SECTION 21.(c) Continuation Statement. — The filing of a continuation statement
after this act becomes effective does not continue the effectiveness of a financing statement
filed before this act becomes effective. However, upon the timely filing of a continuation
statement after this act becomes effective and in accordance with the law of the jurisdiction
governing perfection as provided in Article 9 of Chapter 25 of the General Statutes as amended
by this act, the effectiveness of a financing statement filed in the same office in that jurisdiction
before this act becomes effective continues for the period provided by the law of that
jurisdiction.

SECTION 21.(d) Application of Sub-Subdivision (b)(2)b. to Transmitting Utility
Financing Statement. — Sub-subdivision (b)(2)b. of this section applies to a financing statement
that, before this act becomes effective, is filed against a transmitting utility and satisfies the
applicable requirements for perfection under the law of the jurisdiction governing perfection as
provided in Article 9 of Chapter 25 of the General Statutes as it existed before amendment,
only to the extent that Article 9 of Chapter 25 of the General Statutes as amended by this act
provides that the law of a jurisdiction other than the jurisdiction in which the financing
statement is filed governs perfection of a security interest in collateral covered by the financing
statement.

SECTION 21.(e) Application of Part 5 of Article 9 of Chapter 25 of the General
Statutes. — A financing statement that includes a financing statement filed before this act
becomes effective and a continuation statement filed after this act becomes effective is effective
only to the extent that it satisfies the requirements of Part 5 of Article 9 of Chapter 25 of the
General Statutes as amended by this act for an initial financing statement. A financing
statement that indicates that the debtor is a decedent's estate indicates that the collateral is being
administered by a personal representative within the meaning of G.S. 25-9-503(a)(2) as
amended by this act. A financing statement that indicates that the debtor is a trust or is a trustee
acting with respect to property held in trust indicates that the collateral is held in a trust within
the meaning of G.S. 25-9-503(a)(3) as amended by this act.

WHEN INITIAL FINANCING STATEMENT SUFFICES TO CONTINUE
EFFECTIVENESS OF FINANCING STATEMENT.

SECTION 22.(a) Initial Financing Statement in Lieu of Continuation Statement. —
The filing of an initial financing statement in the office specified in G.S. 25-9-501 continues
the effectiveness of a financing statement filed before this act becomes effective if:

1) The filing of an initial financing statement in that office would be effective

to perfect a security interest under Article 9 of Chapter 25 of the General
Statutes as amended by this act;

(2)  The pre-effective-date financing statement was filed in an office in another
State; and

3) The initial financing statement satisfies subsection (c) of this section.

SECTION 22.(b) Period of Continued Effectiveness. — The filing of an initial
financing statement under subsection (a) of this section continues the effectiveness of the
pre-effective-date financing statement:

1) If the initial financing statement is filed before this act becomes effective,

for the period provided in G.S. 25-9-515 as it read prior to the amendment
by Section 13 of this act with respect to an initial financing statement; and
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2 If the initial financing statement is filed after this act becomes effective, for
the period provided in G.S. 25-9-515 as amended by this act with respect to
an initial financing statement.

SECTION 22.(c) Requirements for Initial Financing Statement Under Subsection

(@). — To be effective for purposes of subsection (a) of this section, an initial financing
statement must:

1) Satisfy the requirements of Part 5 of Article 9 of Chapter 25 of the General
Statutes as amended by this act for an initial financing statement;

2) Identify the pre-effective-date financing statement by indicating the office in
which the financing statement was filed and providing the dates of filing and
file numbers, if any, of the financing statement and of the most recent
continuation statement filed with respect to the financing statement; and

(€)) Indicate that the pre-effective-date financing statement remains effective.
AMENDMENT OF PRE-EFFECTIVE-DATE FINANCING STATEMENT.

SECTION 23.(a) "Pre-Effective-Date Financing Statement." — In this section,
"pre-effective-date financing statement™ means a financing statement filed before this act
becomes effective.

SECTION 23.(b) Applicable Law. — After this act becomes effective, a person
may add or delete collateral covered by, continue or terminate the effectiveness of, or otherwise
amend the information provided in, a pre-effective-date financing statement only in accordance
with the law of the jurisdiction governing perfection as provided in Article 9 of Chapter 25 of
the General Statutes as amended by this act. However, the effectiveness of a pre-effective-date
financing statement also may be terminated in accordance with the law of the jurisdiction in
which the financing statement is filed.

SECTION 23.(c) Method of Amending: General Rule. — Except as otherwise
provided in subsection (d) of this section, if the law of this State governs perfection of a
security interest, the information in a pre-effective-date financing statement may be amended
after this act becomes effective only if:

(1)  The pre-effective-date financing statement and an amendment are filed in the

office specified in G.S. 25-9-501;

(2)  Anamendment is filed in the office specified in G.S. 25-9-501 concurrently
with, or after the filing in that office of, an initial financing statement that
satisfies subsection (c) of Section 22 of this act; or

3) An initial financing statement that provides the information as amended and
satisfies subsection (c) of Section 22 of this act is filed in the office specified
in G.S. 25-9-501.

SECTION 23.(d) Method of Amending: Continuation. — If the law of this State
governs perfection of a security interest, the effectiveness of a pre-effective-date financing
statement may be continued only under subsections (c) and (e) of Section 21 of this act or
Section 22 of this act.

SECTION 23.(e) Method of Amending: Additional Termination Rule. — Whether
or not the law of this State governs perfection of a security interest, the effectiveness of a
pre-effective-date financing statement filed in this State may be terminated after this act
becomes effective by filing a termination statement in the office in which the pre-effective-date
financing statement is filed, unless an initial financing statement that satisfies subsection (c) of
Section 22 of this act has been filed in the office specified by the law of the jurisdiction
governing perfection as provided in Article 9 of Chapter 25 of the General Statutes as amended
by this act as the office in which to file a financing statement.

PERSON ENTITLED TO FILE INITIAL FINANCING STATEMENT OR
CONTINUATION STATEMENT.
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SECTION 24. Person Entitled to File Initial Financing Statement or Continuation
Statement. — A person may file an initial financing statement or a continuation statement under
this Part if:

1) The secured party of record authorizes the filing; and

(2)  Thefiling is necessary under this Part:

a. To continue the effectiveness of a financing statement filed before
this act becomes effective; or
b. To perfect or continue the perfection of a security interest.

PRIORITY.

SECTION 25. This act determines the priority of conflicting claims to collateral.
However, if the relative priorities of the claims were established before this act becomes
effective, Article 9 of Chapter 25 of the General Statutes as it existed before this act becomes
effective determines priority.

PART IIl. APPLICABILITY, EFFECTIVE DATE, AND OTHER PROVISIONS.
APPLICABILITY.

SECTION 26.(a) Pre-Effective-Date Transactions or Liens. — Except as otherwise
provided in Part Il of this act, this act applies to a transaction or lien within its scope, even if
the transaction or lien was entered into or created before this act becomes effective.

SECTION 26.(b) Pre-Effective-Date Proceedings. — This act does not affect an
action, case, or proceeding commenced before this act becomes effective.

AUTHORIZATION FOR PRINTING OF COMMENTS.

SECTION 27. The Revisor of Statutes shall cause to be printed, as annotations to
the published General Statutes, all relevant portions of the Official Comments to the 2010
Amendments to Article 9 of the Uniform Commercial Code and all explanatory comments of
the drafters of this act as the Revisor may deem appropriate.

EFFECTIVE DATE.

SECTION 28. This act becomes effective July 1, 2013.

In the General Assembly read three times and ratified this the 21% day of June,
2012.

s/ Walter H. Dalton
President of the Senate

s/ Thom Tillis
Speaker of the House of Representatives

Beverly E. Perdue
Governor

Approved .m. this day of , 2012
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