MICROFILM DIVIDER

OMB/RECORDS MANAGEMENT DIVISION
SFN 2053 (2/83) 5M

3 %!?{tg(\‘ “‘.\ \

ROLL NUMBER

DESCRIFTION

)5 N

“\VYV/4




2001 HOUSE JUDICIARY

HB 1105




2001 HOUSLE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, HB 1105
House Judiciary Committee
& Conference Committee

Hearing Date 01-24-01

—__Tape Number sideA [ sideB ] Metwers
Tupe | X 1010 2189
Committee Clerk Signature \ /7(./]441{4_(‘Qz,,§/“ e

Minutes: Chr DeKrey opened the iAu'ing on HB3 1105, Relating to secured transactions,

Jay Buringrud: Assistant Director Legislative Couneil, Seeretary of the Novth Dakota
Commission on Uniform State Laws, ] am here to deseribe T 1108, (see puge 285 of the Report
of the North Dakota Legislative Council entitled Revised Uniform Commercial Code Artiele 9
(1999). Rep Klemin was a member of the task force of the State Bar Association,

Rep Klemin: District 47, Bismarck. (see Introductions & Adoptions of Uniform Acts altached)
The objective is to have the law become effective July 1, 2001. There has been an ad hoc
committee working on this bill,

Chr DeKyey: Is anyone here in opposition to this bill or have amendmients to offer,

Al Jagger: Secretary of State, we have made a study of article 9 for over a year, we were involved
in the Interim Committee and the ad hoc committee. Our involvement is because of a the data,

the recording of the documents in the states mainframe through our office. We are the Office of
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House Judieiary Commitiee
BIl/Resolution Number f113 1105
Hearing Date 01-24-01

Records, There are a couple of technical things that need 1o be changed. That is why we brought
in the amendments (see attuched),

Jennifer Clork: with the Legislative Council, this is the Tourth version of the draft. She provided
the committee o one-sided copy with the sections of the biil marked in yellow that were the
chunges, i1 anyone wanted 1o see where the changes, There is a typo on page 59, line 25 the
second term money, just delete it, The second change in on page 121 line 19, strike line 19 and
move up the referenced numbered sections,

Rep Delmote: How many sub bills are drafied?

Jennifer Clark: 1 know there was a concerted effort to keep the ag liens out of this bill, so it
would not tie this bill up, T don’t kKnow how many related issues are coming to this bill,

Chr DeKrey: thank you lor appearing before our committee,

Dan Kuntz: North Dakota Grain Dealers Association, Tam appearing before this commitiee
because ag Jens are appearing for the first time, The draft of this bill would incorporate ag liens
into uniform commercial code for certain purposcs. We have worked with the task foree to
correct these situations, If the amendment are included we can support this bill,

Marilyn Foss: general counsel of the North Dakota Bankers Association, pointed out the chunges
made at the request of the association,

Chr DeKrey: If there are no further questions, thank you for appearing in front of the committee,

Grep Tschider: North Dakota Credit Union League, we feel this work product is acceptable. And

we strongly recommend a do pass of this bill.

Rep Mahoney: Are you in agreement with the amendments?

Greg Tschider: Yes.
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House Judiciary Committee
Blll/Resolution Number 1B 1105
FHearing Date 01.24-01

Joel CGlibertson: ICBNID, we support the bill,

Chr DeKrey: Is there anyone else wishing to testify, i not we will close the hearing on HI3 1105,




2001 HOUSE STANDING COMMITTELE MINUTES
BILL/RESOLUTION NO. THB TT05A
House Judielary Committee
3 Conference Committee

Hearing Date 01-24-01

. Tape Number SideA ] SideB | Mewrd
TAPEN N (4930106237
daeew X o (0SS

Commitlee Clerk Signature E,.) X% (,OM
Minutes: Chalrman DeKrey, wc%ill open the committee hearing on HB 1105, We have
amendments 10 this bill. Rep Delmore moved the amendments (100300401 yand Rep Mahoney
seconded, A voice vote was taken and the amendments passed. Is there any discussion on this
bill. Several questions were asked about how the amendments worked |
Rep Klemin: moved a amendments that would take out the word and on page 121 line 18,
Rep Delmore: seconded.

Chainman DeKrey: A voice vote was taken and the amendments passed,
Rep Disrud: Move a DO PASS as amended.

Rep Delmore: seconded.
Chairman DeKrey: Discussion on the bill, The clerk will call the roll on a DO PPASS motion on

HB 1105, The motion passed with a vote of 13 YIS, 4 NO. and 2 ABSENT. The bill will be

rreferred to Appropriations Committee, The Carrier for the bill Vice Chr Kretschmar,




FISCAL NOTE

Requested by Legisiative Council
02/06/2001

Bill/Resolullon No.:

Amendment (o Engrogsed
HB 1105

1A. State fisoal effect: /dentify the state fiscal effoct and the fiscal effoct on agency appropriations

compared to funding lovels and appropriations anticipatod under current law.

1999-2001 Blennlum 20071-2003 Biennium | 2003-2006 Biennium |
_[General Fund| Other Funds [General Fund[Other Funds |Ganerai Fund| Other Funds |

Revenues $0 $0 B $5.000 sl Tssood

Expenditures | $0 $0 $0 “s26.000 so| M 36,004

e $o['” s

Appropriations $0 $0 “s210000

1B. County, city, and school district fiscal effect: /dentify the fiscal effoct on the appropriate political

subdivision, . -
1999-2001 Biennium 2001-2003 Blennium 2003 2006 Blennium |
School School [ Sc¢hool

Countles Citles Districts Cotintles Citles Districts Countieg Clties _ Districts _
30 $0 50 §0 50 D) $0 0 %0

2. Narrative: /dontify the aspocts of the measure which cause fiscal impact and include any comments
relevant to your analysis.

This bill has been introduced at the request of the Convnission on Uniform State Laws and makes a number
of changes to the Uniform Commercial Code (UCC), commonly known as Article 9. These UCC
documents are filed in the Secretary of State's Central Indexing System (CIS), which is connected to the
Register of Deeds in cach of the state's 53 countics,

If adopted, this bill will allow for the direct data entry and electronie filing of UCC documents via the
Internet on the part of those pre-paid direet filing subscribers that choose to utilize this option, Rather than
filing a paper copy, the filer will have the option to file a UCC document via the Internet. As is now the
choice with subscriber's to the CIS direct search option, the filing subscriber will choose which county will
receive credit tor the UCC document filing tec.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type
and fund affected and any amounts included in the executive budget,

Under current law, an annual subscription fee is charged to filing customers who have signed on to aceess
the Central Indexing System's (CIS) Internet UCC document scarch option. A similar subseription fee
structure will be implemented for those customers who wish to ¢lectronically file UCC documents via the
Internet. This annual subscription fee will offset the various ongoing costs related to supporting and
providing the direct filing service for the filing customer. It is expected that the subscription revenue to the
agency's general services operating fund will be less than $5,000 for the biennium. However, it will always




exceed the expenditures because the fees will be set aceordingly to abways cover the cost to the agencey for
providing the service,

B. Expenditures: Explain tho expenditure amounts.  Provido detail, when appropriate, for each
agoney, lne item, and fund affectod and the numbar of FTE positions affectod.

‘The expenditures to operate the Central Indexing System (CIS) will be the sime, whether or not this bill is
udopted. The operational funding for the CIS is already included in HB 1002, which is the Seeretury of
State's appropristion bill,

‘To cover the extra costs associnled with supporting and providing the direct Internet filing option, an annual
subscription fee will be charged to those customers who wish to eleetronically file their UCC documents,
This subscription fee will be similar in structure, which currently exists in state law for those customers
who conduet Internet searches for UCC documents fled in the CIS, This proposed annual subseription tee
would offset the various ongoing costs related to supporting and providing the direct iling service for the
fling customers, It is expeeted that the expense charged to the ageney's general services operiting fund will
be less than $5,000 for the biennium,

C. Appropriations: Explain the approprintion amounts.  Provide detail, when appropriate, of the effect
on the blennial appropriation for each agency and fund affected and any amounts inchuded in the
oxacutive budget. Indicate the relationship between the amounts shown for expenditures and

appropriations.

in order to provide the online direct data entry and clectronic filing of UCC documents, the ageney will
need to do one-time programming that will cost approximately $21,000. The revenue that is received in the
ageney's general service operating tund will cover the tunding for this programiming,

Name: Al Jaeger Agenoy: Secretary of State |
Phone Number: 328-2900 Date Prepared: 02/07/2001




FISCAL NOTE
Requested by Leglslative Coungil
01/26/2001
Bill/Resolution No.:
Amendment 10: HB 1106

1A. Btate fiscal effect: fdentify the state fiscal affact and the fiscal effect on agoncy appropintions

compared to funding lovels and approptintions anticipated under curront law, o _
1996.2007 Blennlum [ 2001-2003 Biennlum | "2003-2006 Biennium |

Qeneral Fund| Other Funds [General Fund| Othar Funds [General Fund{ Other Funds |
Revenues $0 $0 80 o000 so  sswod
Expenditures $0 $0 Csot000 ssooof sl ssood
Appropilations | 0 sof  stood s sl 4

1B. County, oity, and school district fiscal effect: /duntify tho fiscal effoct an the appropriato political

syhdivision,
1968-2001 Biennium [ 2001-2003 Biennlum TT772003-2006 Blennlum ]
T B T 7T T A R
Countles Citles Distriocts Countles Cities Districts | Countles Cltles Districts
$0 30 30 $0 30 sof  sof T sof 80

2. Narrative: fdontify the aspects of the measure which cause fiscal impact and inchido any commonts
relevant Lo your analysis.

This bill bas been introduced at the request of the Commission on Uniform State Lows and makes o number
of changes to the Uniform Commercial Code (UCC), commonly known as Article 9. These UCC
documents are filed in the Sceretary of State's Central Indexing System (CIS), which is connected 1o the
Register of Deeds in cach of the state's 53 counties,

If adopted, this bill will allow for the direet data entry and elecuronic filing of UCC documents via the
Internet on the part of those pre-paid direet filing subscribers that choose to utilize this option, Rather than
filing a paper copy, the filer will have the option to file a UCC document via the Internet. As is now the
choice with subscriber's to the CIS direct scarch option, the filing subscriber will choose which county will
receive eredit for the UCC document tiling fee,

3. State fiscal effect detall; For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts, Provide detall, when appropriate, for each revenua type
and fund effected and any amounts Included in the executive budget,

The UCC document filing revenue generated under this bill, if adopted, will be equivalent to the revenue
gencerated under the current law,

Under current law, an annual subscription fee is charged to filing customers who have signed on to aceess
the Central Indexing System's (CIS) Internet UCC document search option, A similur subscription fee
structure will be implemented for those customers who wish to clectronically file UCC documents via the




Internet. This annual subscription fee will oftset the various ongoing costs related to supporting and
providing the direct filing service for the filing cusiomer, [t is expected that the subscription revenue to the
agency's general services operating fund will be less than $5,000 for the biennium. However, it will always
exceed the expenditures because the fees will be set accordingly to always cover the cost to the agencey for
providing the service.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each
agency, line item, and fund affected and the number of FTE positions affected.

The expenditures to operate the Central Indexing System (CIS) will be the same, whether or not this bill is
adopted, The operational funding for the CIS is already included in HB 1002, which is the Secretary of
State's appropriation bill,

To cover the extra costs associated with supporting and providing the direet Internet filing option, an annual
subseription fee will be charged v those customers who wish to electronically file their UCC documents,
This subscription fee will be similar in structure, which currently exists in state law for those customers
who conduct Internet searches for UCC documents filed in the CIS. This proposed anrual subscription fee
would offset the various ongoing costs related to supporting and providing the direct filing service for the
filing customers. 1t is expected that the expense charged to the agency's general services operating fund will
be less than $5,000 for the biennium,

C. Appropriations: Explain the appropriation amounts.  Provide detail, when appropriate, of the effect
on the blennial appropriation for each agency and fund affected and any amounts included in the
. executive budget, Indicate the relationship between the amounts shown for expenditures and
appropriations.

In order to do the computer programming necessary o provide the online direet data entry and electronic
filing of UCC documents, the ngeney will need a one-time appropriation of $21,000, The funding for this
programming is not included in the agencey's appropriation bill. Theretore, when the bill was heard by the
House Judiciary Committee, the committee agreed to amend HB 110§ to include the required appropriation
for the direet data entry,

ame: Al Jasger gency: Seacrotary of State 7,
hone Number: 328-2900 ate Prepared: 01/20/2001 7]




FISCAL NOTE

Requested by Legislative Council
01/02/2001

Bill/Resolution No.: HB 1105

Amendment to:

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations
compared to funding levels and appropriations anticipated under current law.

1999-2001 Biennium 2001-2003 Biennium 2003-2005 Biennium
General Fund| Other Funds {General Fund | Other Funds (General Fund| Other Funds
Revenues $0 $0 $0, $0) $0 $0
"Expenditures $0 $0 $0 $0) 30 $0)
Appropriations $0 30 $21,00 $0 730 $

1B. County, city, and school district fiscal effect: /dentify the liscal effect on the appropriate political
subdivision,

1999-2007 Biennium 2001-2003 Biennium 2003-2005 Biennium
School School School |

Counties Cities Districts Counties Cities Districts Counties Citles Districts
$0 $0 $0 $0 $0 $0 $0 $0 $0)

2. Narrative: [dentify the aspects of the measure which cause fiscal impact and include any comments
relevant to your analysis,

This bill has been introduced at the request of the Commission on Uniform State Laws and makes o number
of changes to the Uniform Commercial Code (UCC), commonly known as Aiticle 9. These UCC
documents are filed in the Sceretary of State's Central Indexing System (C18), which is connected to the
Register of Deeds in cach of the state's 53 counties,

If adopted, this bill will allow for the direet data entry and clectronie tiling of UCC documents via the
Internet on the part of those pre-paid direct filing subscribers that ¢hose to atilize this option. Rather than
filing & paper copy, the filer will have the option to file a UCC document via the Internet, As is now the
choice with subscriber's to the CI8 direct search option, the filing subscriber will chose which county will
receive credit for the UCC document filing fee,

3. State fiscal effact detail: For information shown under state fiscal effect in 14, please.

A. Revenues: £Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts inclutied in the executive budgot,

The UCC document filing revenue generated under this bill, if adopted, will be equivalent to the revenue
generated under the current law,

Under current law, an annual subscription fee is charged to filing customers who have signed on (o aecess
the Central Indexing System's (CIS) Internet UCC document search option, A similar subscription fee
structure will be implemented for those customers who wish to electronicatly file UCC documents via the




Internet. This annual subscription fee will offset the various ongoing costs related to supporting and
providing the direct filing service for the filing customer. It is expected that the subseription revenue to the
agency's general services operating fund will be less than $5,000 for the biennium,

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, lor each agency,
line item, and fund affected and the number of FTE positions affected.

The expenditures to operate the Central Indexing System (CIS) will be the same, whether or not this bill is
adopted. The operational funding for the CIS is already included in HB 1002, which is the Sceretary of

State's appropriation bill,

To cover the extra costs associated with supporting and providing the Internet filing option, an annuat
subscription tee will be charged to those customers who wish to electronically file their UCC documents,
This subscription fee will be similar in structure, which currently exists in state law for those customers
who conduct Internet searches for UCC documents filed in the CIS. ‘This proposed annual subscription fee
would offset the various ongoing costs related to supporting and providing the direet filing service for the
filing customers, It is expected that the expense charged to the ageney's genceral services operating fund
will be less than $5,000 for the biennium,

C. Appropriations: Explain the appropriation amounts.  Provide detail, when appropriate, of the effect on
the blennial appropriation for each agency and fund affected and any amounts included in the executive
budget. [Indicate the relationship between the amournts shown for expenditures and appropriations.

[n order to do the computer programming necessary to provide the online direet data entry and electronic
filing of UCC documents, the agency will need a one-time appropriation of $21,000. The funding for this
programming is not included in the agency's appropriation bill, “Therefore, when the bill is heard for the
first time in the House Judiciary Committee, the ageney will ask the committee to amend HIB 1105 to

include the required appropriation,

ame: Al Jaeger gency: Secrelary of State
hone Number: 328-2900 ate Prepared: 01/08/2001 o
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1105

1, line 15, remove “and”

1, line 16, after “transactions’” ingert “and to provide an
appropriation for defrsying the expenses of the secretary
of state”

4, line 24, remove the overstrike over “finaneing” and
remove “continuation”

58, line 16, remove “or”

58, line 17, replace the underscored period with an
underscored gemicolon and insert immediately thereafter
1% Or 1

58, after line 17, insert:

"kK. _In agricultural liens created by chapter 35-17, 35-30,
or 35-31."

86, line 12, remove “and”

96, line 13, replace the underscored period with an
undergcored semicolon

96, after line 13, insert:

“£. Provideg a mailing address for the secured party; and

g. Provides a mailing address for the debtor.”

112, line 23, after “certificate” insert en underscored
period and remove “that may be admitted into”

112, remove line 24

141, after line 27, insert:




"SECTION 37. APPROPRIATION -~ SECRETARY OF STATE.
There is appropriated out of any moneys in the general fund
in the state treasury, not otherwise appropriated, the sum
of $21,000, or so much of the sum as may be necessary, to
the secretary of stat= for the purpose of defraying the
expenses of providing direct access to the central indexing
system, for the biennium beginning July 1, 2001, and ending
June 30, 2003.”

Renumber accordingly




10030.0401 Adopted by the Judiclary Committee
Title.0500 January 24, 2001

HOUSE AMENDMENTS TO HB 1105 House Judiciary 01-25-01

Page 1, line 15, remove "and"

Page 1, line 16, after "transactions” insert "; and to provide an approptiation”

HOUSE AMENDMENTS TO HB 1105 House Judiciary 01-25-01

Page 4, line 24, remove the overstrike over "Hranetrg" and remove "continuation”

HOUSE AMENDMENTS TO HB 1105 House Judiciary 01-25-01
Page 58, line 16, remove "or"
Page 58, line 17, replace the second underscored period with "L or

k. Inagricultural liens created hy chapter 35-17, 35-30, or 35-31."

HOUSE AMENDMENTS TO HB 1105 House Judiciary 01-25-01
Page 59, line 25, remove the second "money"

HOUSE AMENDMENTS TO uB 1105 House Judiciary 01-25-01
Page 96, line 12, remove "and"

Page 96, line 13, replace the second underscored perlod with “;

f.  Provides a malling address for the secured party: and
¢. Provides a malling address for the debtor.”

HOUSE AMENDMENTS TO HB 1105 House Judiciary 01-25-01
Page 112, line 28, replace "that may be admitted into" with an underscored perlod

Page 112, remove line 24

HOUSE AMENDMENTS TO HB 1105 House Judiciary 01-25-01
Page 121, line 18, remove "and"

Page 121, line 19, remove "If the collateral ls other than consumer goods;"
Page 121, line 20, remove "(1)"

Page 121, line 23, replace "(2)" with *d,"

Page 121, line 28, replace "(a)" with "(1)"

Page 121, line 27, replace "(b)" with *(2}"

Page 121, line 28, replace "(0)" with (3)"

Page 121, line 30, replace "{3)" with "a,"

Page No. 1 100830.0401




2ef >

HOUSE AMENDMENTS TO HB 1105 House Judiciary 01-25-01
‘Page 141, after line 27, Insert:

"SECTION 37. APPROPRIATION. There is appropriated out of any moneys in
the general fund In the state treasury, not otherwise appropriated, the sum of $21,000,
or so much of the sum as may be necessary, to the secretary of state for the purpose of
defraying the expenses of providing direct access to the central indexing system, for the
blennium beginning July 1, 2001, and ending June 30, 2003."

Renumber accordingly

Page No. 2 10030.0401




Date: 0/ - (,'/‘ 6/

. Roll Call Vote #: {

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTIONNO. A 3 /105

House JUDICIARY Committee

Subcommittee on
or
Conference Committee

Legislative Council Amendment Number

Action Taken ’9 0 PW 4d WM o N&M & W‘{j
, I I

Motion Made By Qﬁép ;@ W\u.o( Seconded By &h /& Q_M

4

o
53

Representatives Representatives
CHR - Duane DeKrey
VICE CHR --Wm E Kretschmar
Rep Curtis E Brekke
Rep Lois Delmore
Rep Rachael Disrud
Rep Bruce Eckre
Rep April Fairfield
PRep Bette Grande
Rep G. Jane Gunter
[ Rep Joyce Kingsbury
Rep Lawrence R, Klemin
Rep John Mahoney
Rep Andrew G Maragos
Rep Kenton Onstad

Rep Dwight Wrangham

Total  (Yes) / 5 No %

/
Absent 9/

Flour Asslgnment ..Q@p_&@lmw _

. If the vote is on an amendment, briefly ndicate intent:
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REPORT OF STANDING COMMITTEE (410) Module No: HR-13-1607

January 25, 2001 12:51 p.m, Carrier: Kretschmar
Insert LC: 10030.0401 Title: .0500

REPCRT OF STANDING COMMITTEE
HB 1105: Judiciary Committee (Rep. DeKrey, Chairman) recommends AMENDMENTS AS
FOLLOWS and when so amended, recommends DO PASS and BE REREFERRED to
the Appropriations Committee (13 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING).
HB 1106 was placed on the Sixth order on the calendar.

Page 1, line 15, remove "and"

Page 1, line 16, after "transactions” Irisert ", and to provide an appropriation”
Page 4, line 24, remove the overstrike over "#iraneing” and remove "continuation”
Page 58, line 16, remove "or"

Page 58, line 17, replace the second underscored period with “; or

K. In agricultural liens created by chapter 35-17, 35-30, or 35-31."

Page 59, line 25, remove the second "money"
Page 96, line 12, remove "and"
Page 96, line 13, replace the second underscored period with *;

{,  Provides a malling address for the secured party: and

g. Provides a malling address for the debtor."

Page 112, line 23, replace "that may be admitled Into" with an underscored period

Page 112, remove line 24

Page 121, line 18, remove "and"

Page 121, line 19, remove "If the collateral is other than consumer goods;"
Page 121, line 20, remove "(1)"

Page 121, line 23, replace "(2)" with "d."

Page 121, line 26, ruplace "(a)" with "(1)"

Page 121, line 27, replace "(b)" with *(2)"

Page 121, line 28, replace "(¢)" with *(3)"

Page 121, line 30, replace *(3)" with "g,"

Page 141, after line 27, insert:

"SECTION 37. APPROPRIATION. There Is appropriated out of any moneys In
the general fund in the state treasury, not otherwiso appropriated, the sum of $21,000,

. or 80 much of the sum as may be necessary, to tho gacretary of state for the purpose
of defraying the expenses of providing direct access to the central Indexing system, for

ihe biennium beginning July 1, 2001, and enditig June 30, 2003."

Renumber accordingly
(2) DESK, {3) COMM Page No. 1 HA-13-1607
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House Appropriations Committee

Government Operations Division
& Conference Committee

Hearing Date February 1, 2001

2001 HOUSE STANDING COMMITTELE MINUTES

BILL/RESOLUTION NO. HB 1105

Tape Number

Side A

Side B

Meter N_

02-01-01 tape #1

() - 470

Comunittee Clerk Signature

Ptee AL

Minutes:

The committee was called to order, and opened commitlee work on HB 1105,

Chairman Byerly: This is a bill rereterred to appropriations from the House Judiciary committee.
This bill has to do with Article 9, Uniform Commercial Code. On the last page of the 144 page
bill, they amended in an appropriation for $21,000, for some programming that needs to be done,
The judiciary committce didn’t understand the appropriation and put it in as genceral fund dollars,
but if you remember the testimony from before whaen the Sceretary of State testified, he has o

special service fund, and this $21,000 should come out of this fund, rather than general fund

dollars,

Allen (from LC): That's right, just chunging the source of the funds.

p. Glagsheim: moves to adopt the amendment, Rep. Koppelman seconded,

’




Page 2

Government Operations Division
Bill/Resolution Number HB 1105
Hearing Date February 1, 2001

Vote on the motion to amend, 6 yes, 0 no, and 1 absent and not voting, (Rep. Skarphol was
testifying at another hcring).

Rep, Carlisle: Moves DO PASS AS AMENDED. Rep. Thoreson sceonded.

Vole on do pass as amended, 6 yes, 0 no, | absent and not voting,

Rep. Byerly is assigned to carry this to full committee.




2001 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HBI10S

Fouse Appropriations Committee
Q Conference Commitiee

Hearing Date February 2, 2001

Tape Number Side A T Side B T Metersn ]
2 X o 320-077

Committee Clerk Signature

Minutes:

Appropriations Committee Action on HB1105.

Rep, Rex Byerly: Without going into the bill itself, as the bill is 141 pages long and it deals
with some changes to the Uniform Commercial Code. The hearing was held by Judiciary
Committee on the bulk of the bill and they inserted an amendment that requires the payment of
$21,000 in general fund money to make some changes to the UCC system which is in the
Sceretary of State'’s office, | talked with Al Jaeger about thig and he does not need the money out

of general fund dollars and there is an amendment in your book behind the bill, he has what is

called a general services operating fund, and if you remember from the last session, what we did

was we gave him the ability to sell some of this information custom tailored, and he has a very
small fund that he can receive payment for these types of things, An example, is lien tees, he is

able to burn them onto a CD and sell them to banks a recording of all these lien's and stutt like




Page 2

House Appropriations Committee
Bill/Resolution Number HI3 1105
Hearing Date February 2, 2001

that and its not a great big fund, but he did say that this $21,000 could come out of that fund, and
[ would move the amendment L0501, Seconded Rep. Carlisle to amend HB1 105,

Rep. Mike Timm: Any Discussion?

Rep. Jeff Delzer: A minor thing, but is the number 0501 or is it 05027 1t is 0502,

Rep. Amy Kliniske: Would Rep. Byerly answer a question please? H you look on page 33,
Quadruple A, Did we just make Pucerto Rico u state?

Rep, Rex Byerly: The hearing that was in our committee deal with the money as is our job on
approprintions committee, ‘The bill itself wag heard in Judiciary and I suspeet that Chairmu
Dekray once the bill comes to the floor can unswer that question.

Rep. Mike Timm: Any other discussion? We have a proposed amendment, Al} those in favor of
adopting the amendment suy AYE. Motion carried, the amendment is adopted. We have the bill

before us with and amendment on it, Rep. Byerly moves a4 DO PASS, Sceonded by Rep. Wald,

Any discussion? YES (19) NO (1) ABSENT and not voting (1), Motion passed. Rep. Byerly will

curry the bill to the floor,

End of Actlon on HBI1104,




10030.0601 Prepared by the Legislative Council glalf for
Title. Representative Byerly
January 31, 2001

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1105

Page 142, line 12, replace "general" with "sacretary of state's general services operating"
Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

Dept. 108 - Secretary of State

HOUSE - This amendment changes the source of funds from the general fund to the Secretary

of Stale's general services operating fund for the $21,000 appropriation relating to costs of
providing direct access to the central Indexing system.

Page No. 1 10030.0501
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HOUSE AMENDMENTS TO HB 1103

|
Prepared by the Legislative Council staff for m |
House Appropriations

February 1, 2001

HOUSE APP

02-05-01

Page 142, line 12, replace "general” with "secrelary of state's general services operaling”

Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

Dept, 108 - Secretary of State

HOUSE - This amendment changes the source of funds from the general fund to the Secretary

of State's general services operaling fund for the $21,000 appropriation relating to costs of
providing direct access to the central indexing system.

-
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2001 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, 1105
Senate Judiciary Committee
O Conference Committee

Hearing Date 28 February 2001

Tape Number Side A _SideB )\ Meter#
I I I X e 11-32()
2 N X __ I LR

Committee Clerk Signature . e

Minutes: Senator Traynor opencd the hearing on HB 1105 A BILL FOR AN ACT TO
PROVIDE FOR A COMPUTERIZED CENTRAL INDEXING SYSTEM; TO CREATE AND
ENACT SECTION 41-05-18 AND A NEW CHAPTER 41-09 OF THE NORTH DAKOTA
CENTURY CODE, RELATING TO UNIFORM COMMERCIAL CODE ARTICLE 9 -
SECURED TRANSACTIONS; TO AMEND AND REENACT SUBSECTION 5 OF SECTION
11-18-05, SECTIONS 32-20-08 AND 35-32-02, SECTION 35-34-06, SUBSECTION 2 OF
SECTION 41-02-95, SUBSECTION 3 OF SECTION 41-02.1-03, SECTIONS 41-02.1-50,
SUBSECTION 3 OF SECTION 41-02-95, SUBSECTION 3 OF SECTION 41-02,1-03,
SECTIONS 41-02,1-33 AND 41-02.1-37, SUBDIVISION B OF SUBSECTION 1 OF
SECTION 41-02,1-39, SUBDIVISION A OF SUBSECTION 3 OF SECTION 41-04-22,
SUBDIVISION A OF SUBSECTION 1| OF SECTION 41-07-32, SUBSECTION 6 OF
SECTION 41-08-03, SECTION 41-08-06, SUBSECTION 5 OF SECTION 41-08-50,

SUBSECTION 12 OF SECTION 47-19-02, SUBDIVISION A OF SUBSECTION 2 OF
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Senate Judiciary Commitiee
Bill/Resolution Number 1105
Hoaring Date 28 February 2001

SECTION 49-04-19, AND SECTION 54-09-08 OF THE NORTH DAKOTA CENTURY
CODIE, RELATING TO THE UNIFORM COMMERCIAL CODE TO REPEAL PRESENT
CHAPTER 41-09 OF THIE NORTH DAKOTA CENTURY CODE, RELATING TO SECURED
TRANSACTIONS: AND TO PROVIDE AN APPROPRIATION.,

Jay Buringrud, sceretary for the North Dakota Commission on State Laws. [ you finance
anything, most chances are that you are using the Uniform Commercial Code. 1t has been
adopted by 28 states. Under current article 9, when the collateral found, the debtor is now found.
Presented to the interim Judiciary Commitiee,

Senator Trenbeath, cxisting amendments were done

Rep. Klemine, district 47, worked on interim task force. Bankers, Sceretary of State, Furm
Credit Services, Attorney General’s office and the Legislative Council were on this task foree.
There were some amendments that were added to the bill, Would like to see this bill adopted

nation wide on July 1 of 2001,

Senator Nelson, uniform law is supposed to be uniform. What kind of impact would we have if
we add agriculture leans to the bill?

Representive Klemine, there are specific revisions to address specific issues in the state, Ag
lcans deal with local crops only.

Senator Nelson, then it wouldi’t need to be there,

Rep. Klemine, that would be best answered by someone clse.

Senator Traynor, does the bill address change in statute of limitation?

Senator Watne, [ sce that 21,000 dollars is there for the secretary of state central indexing,
What is in that system that needs indexing?

Al Jaegar, Sccretary of State, (explains the bill)
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Senate Judiciary Committee
Bill/Resolution Number 1105
Hearing Date 28 February 2001

Scnator Nolson, it scems that most of these wnendments are just rewordings.

Al Jaegar, the bill before you is o consensus of the groups. They agreed 1o argue outside of
1108,

Marllyn Foss, representing on behalf of the NI Buankers Association, Did propose some
changes, This UCC recognizes an clectronic security instrument, Also looked at other systems
legitimacy, had hashed out on termination statements. We kept the current system,

Scnator Dever, will this bill effect super priority leans?

Mardlyn Foss, we agreed to article nine. it was controversial,

Senator Nelson, scction 29 is 120 pages long. Are there any differences between the two bills
and can you prepare something for me if | carry the bill? |

Marilyn Foss, 1 can prepare something for you,

Senator Nelson, this bill is basically a language change.

Marilyn Foss, | can’t answer that,

Dan Kunts, representing agriculture association, supports the bill,
Joel Gilbertson, general council for Banks of ND, supports the bill.
Senator Traynor, closed the hearing on HB 1105,

Discussion followed.

SENATOR WANTE MOTIONED TO DO PASS, SECONDED BY SENATOR
TRENBEATH. VOTE INDICATED 7 YEAS, 0 NAYS AND 0 ABSENT AND NOT

VOTING. SENATOR NELSON VOLUNTEERED TO CARRY THE BILL.
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REPORT OF BTANDING COMMITTEE (410) Module No: 8R-35-4688

March 1, 2001 11:45 a.m, Carrier: C. Neison
insert LC:. Title: .

REPORT OF STANDING COMMITTEE
HB 1108, as reengrossed: Judiciary Commiitee (Sen. Traynor, Chalrman) rocommends
DO PASS and BE REREFERRED lo the Appropriations Committee (7 YEAS,
0 NAYS, 0 ABSENT AND NOT VOTING). Reengrossed HB 1105 was reroferrod to the

Appropriations Commiitee.

(2) DESK, (3} COMM Page No. 1 SR-35-4585




2001 SENATE APPROPRIATIONS

. B 1105




2000 SENATE STANDING COMNMITTEE MINUTES
BILL/RESOLUTION NO, HB 1108
Senate Appropriations Commitlee
Q Conference Committee

Hearing Date March 19, 2001

_TapeNumber T sideA [ SideB | Meterd
L O IR | 36.4-43.2

Minutes:

Senator Nething opened the hearing on HI3 1108,

AlJagget, Sceretary of State for North Dakota, spoke stating that this bill has to do with
Uniform state law primarily it deals with Article 9 uniform commercial code which was heard by
the Judiciary Committee and because there is an appropriation that is attached it has been
referred to this committee. Originally when my oftice submitted the request to the Governor's
office we had this particular item attached as a enhancement and they felt because it was direetly
related to HB 1105 that it should be attached to this bill. The House Appropriations Committee
made a recommendation amending the bill to make sure that the wording was changed so that the
funds that I nced will come from my general services operating funds, And so really what is
before you is not a request for general funds it's just to make sure that the authorization for
spending authority is included in the operating line for my general services operating account and

that is the extent of the funding request. This morning, however I received a call from the




Puge 2

Senate Appropriations Commitiee
Bill/Resolution Naniber 1B 1108
Hearing Date March 19, 2001

Attorey General's office thut inadvertently in the dratting ol the bill something gor gooled up
and it wis just caught this morning und I do have an amendment Gittached) where we hine o
change about three words and it's rather importnt. T also have a document (attached y that shosws
the part of Federal law (hat has the oversight responsibility for this, 'The reason for the
amendment is the way the bill is written now, it says that we don't live 1o use social seeurity
numbers and we don't have a problem with that but the Federal notice system which is part of the
central indexing system and is the chapler of the seetion, stutes that it should be included i this
patticular bill, The Tederal Inw is very clear that we hive (o use social seeurity numbers Tor tha
particular filing., And so the amendment makes it so that the particulur line on page 97, line 19
does in faet work back to the central indexing system so we are in compliance with stite Jiw and
the federal regulations.

Senator Nething: Any questions? Senator Solberg do you move the amendment.

Senator Solberg, moved to adopt the amendment; seconded by Senator Holmberg, Any further
discussion on the amendment? All in favor of the amendment.

Senator Holmberg moved for a “Do Pass with amendments; seconded by Senator Solberg, With
no further discussion, role was taken, 12 yes, 0 no, 2 absent. Senator Carolyn Nelson will carry
the bill,

Tape #1, Side B, meter 43.2.




10030.0601 Prepared by the Legislative Council staff for

Title. Senate Appropriations
March 20, 2001

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1105

Page 97, line 19, after "undet” insert "subdivision e of"

Renumber accordingly

Page No. 1 10080.08601




. Date: 2 [ ¢ L_ e

Roll Call Vote #:

2001 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. 4/ ./ /04

Senate  Appropriations Committee

Subcommittee on
ot
Conference Committee

Legislative Council Amendment Number / ¢ "// e/

Action Taken _&) / S A ,ZT 7N »L}r._.(, / €S e f g
Motion Made By %Jé /7‘ é (j/("/‘nwndgd
et ..81911_:1191‘__-::/ Qi /y_,.,u/

Sumton . By

Senators ' Senators Yes | No
Dave Nething, Chairman v
Ken Solberg, Vice-Chairman L
Randy A. Schobinger L
Elroy N, Lindaas L-
Harvey Tallackson '
| Larry J. Robinson —
[

| Steven W, Tomac
| Joel C. Heitkamp
Tony Grindberg il
Russell T, Thane -
Fd Ktingstad e
Ray Holimberg )

=

—

Bill Bowman
John M, Andrist

Total Yes /)g No < -

L d

Absent 9~

Floor Assignment _ Senator / ﬁ/ ///)\/ / Z Zg_z R

. If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: SR-49-6231
March 21, 2001 9:11 a.m. Carrier: C. Nelson
Insert LC: 10030.0601 Titie: .0700

REPORT OF STANDING COMMITTEE

HB 1105, as reengrossed: Appropriations Committee (Sen. Nething, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (12 YEAS, 0NAYS, 2 ABSENT AND NOT VOTING). Reengrossed
HB 1105 was placed on the Sixth order or the calendar.

Page 97, line 19, after "under" insert "subdivision e of"

Renumber accordingly

Page No. 1 1496201
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> A Few Facts About

REVISED UCC ARTICLE 9, SECURED TRANSACTIONS (1999)

PURPOSE:

Updates UCC Article 9, last revised in 1972 and adopted in every state.
Article 9 provides a statutory framework that governs secured transactions-
transactions which involve the granting of credit secured by personal
property.

ORIGIN:
Completed by the Uniform Law Commissioners, in conjunction with the
American Law Institute, in 1999.

ENDORSED BY:

Amaerican Bar Association

STATE ADOPTIONS:

Alaska Kentucky Rhode Island
Arizona Maine South Dakota
California Maryland Tennessese
Delaware Michigan Texas
District of Columbia Minnesota Utah

Hawaii Montana Vermont
Hinols Nebraska Virginia
Indiana Nevada Washington
lowa North Carolina West Virginia
Kansas Oklahoma

2001 INTRODUCTIONS:

Arkansas Missourl Oregon
Colorado New Hampshire US Virgin Islands
Massachusatts New Jersey Wisconsin
Mississippl North Dakota Wyoming

For any further Information regarding the Revision of UCC Article 9,
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> Summary

UNIFORM COMMERCIAL CODE
REVISED ARTICLE 9, SECURED TRANSACTIONS (1999)

The Uniform Commercial Code has eleven substantive articles. Article 9,
Secured Transactions, may be the most important of the eleven. Article 9
provides the rules governing any transaction (other than a finance lease)
that couples a debt with a creditor's interest in a debtor's personal property.
If the debtor defaults, the creditor may repossess and sell the property
(generally called collateral) to satisfy the debt. The creditor's interest is
called a "security interest." /irticle 9 also covers certain kinds of sales that
look like a grant of a security interest.

The operation of Article 9 appears deceptively simple. There are two key
concepts: "attachment" and "perfection.” These terms describe the two key
avents in the creation of a "security interest." Attachment generally occurs
when the security interest is effective between the creditor and the debtor,
and that usually happens when their agreement provides that it take place.
Perfection occurs when the creditor establishes his or her "priority" in
relation to other creditors of the debtor in the same collateral. The creditor
with "priority' may use the collateral to satisfy the debtor's obligation when
the debtor defaults before other creditors subsequent in priority may do so.
Perfection occurs usually when a "financing statement is filed in the
appropriate public record. Generally, the first to file has the first priority, and
80 on.

Article 9 relies on the public record because it provides the means for
creditors to determine If there is any security interest that precedes theirs--a
notice function. A subsequent secured creditor cannot complain that his or
her grant of credit was made in Ignorance of the prior security interests
easlly found in the public record, and cannot complain of the priority of the
prior interests as a result. Every secured creditor has a priority over any
unsecured creditor.

The somewhat simple description in the prior paragraphs should not
mislead anyone. Article 9 is not simple. There are substantial exceptions to
the above-stated perfection rule, for example. Filing is not the only method
for perfection. Much depends upon the kind of property that is collateral.
Possession of collateral by the secured party is an alternative method of
. perfection for many kinds of collateral. For some kinds of property, control
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filing does. There are kinds of transactions for which attachment is
perfection. Priority is, also, not always a matter of perfecting a security
interest first in time.

The following numbered tupics highlight Article 9 as revised in 1999. They
are not a treatise on Revised Article 8, but are a schematic summary of its
relevant changes.

1. The Scope issue. The 1999 revision expands the "scope" of Article 9.
What this means literally is that the kinds of property in which a security
interest can be taken by a creditor under Article 9 increases over those
available in Article 9 before revision. Also, certain kinds of transactions that
did not come under Article 9 before, now come under Article 9. These are
some of the kinds of collateral that are included in Revised Article 9 that are
not in original Article 9: sales of payment intangibles and promissory notes;
security interests created by governmental debtors; health insurance
receivables; consignments; and commercial tort claims. Nonpossessory,
statutory agricultural liens come under Article 9 for determination of
perfection and priority, generally the same as security interests come under
it for those purposes.

2. Perfection. Filing a financing statement remains the dominant way to
perfect a security interest in most kinds of property. It is ¢learer in Revised
Article 9 that filing a financing statement will perfect a security interest,
even if there is another method of perfection. "Control" is the method of
perfection for letter of credit rights and deposit accounts, as well as for
investment property. Control was availabie only to perfect security interests
in investment property under old Article 9. A creditor has control when the
debtor cannot transfer the property without the creditor's consent.
Possession, as an alternative method to filing & financing statement to
perfect a security interest, is the only method for perfecting a security
interest in money that Is not proceeds of sale from property subject 10 a
security interest, Automatic perfection for a purchase money security
interest is increased from ten days In old Article 9 to twenty days in Revised
Article 9. Attachment of a purchase money security interest is perfection, at
least for the twenty-day period. Then another methed of perfection is
necessary to continue the perfected security interest. However, a purchase
money security interest in consumer goods remains perfected automatically
for the duration of the security interest,

3. Cholce of Law. In interstate secured iransactions, it is necessary {0
determine which state's laws apply to perfection, the effect of perfection and
the priority of security interests, it is particularly important to know where to
file a financing statement. The 1999 revisions to Article 8 make two
fundamental changes from old Article 9. In old Article 8, the basic rule
chooses the law of the state in which the collateral is found as the law that
governs perfection, effect of perfection, and a craditor's priority. In Revised
Articie 9, the new rule chooses the state that is the location of the debtor,
. Further, if the debtor Is an entity created by registration in a state, the
location of the debtor is the location in which the entity is created by
registration, If an entity is a corporation, for example, the location of the
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debtor is the state in v\Micfp’ the corporate charter is filed or registered. lg old

Article 9, the entity that is a debtor is located in the state in which it has its
chief executive office. These changes in basic choice of law ruies will
change the place in which a financing s.atement is filed in a great many
instances from the place it would have been filed under old Article 9. At the
same time, the location of the debtor establishes & more certain place to
perfect than the old rule doas. Collateral shifts location much easier than
the debtors do.

4. The Filing System. Improvements in the filing system in the 1999
revisions to Article 9 inciude a full commitment to centralized filing--one
place in every state in which financing statements are filed, and a filing
system that escorts filing from the world of filed documents to the world of
electronic communications and records, Under Revised Article 9, the only
local filing of financing statements occurs in the real estate records for
fixtures. Fixtures are items of persorial property that become physically part
of the real estate, and are treated as part of the real estate until severed
from it. 1t Is anticipated that electronic filing of financing statements will
replace the filing of paper. Paper filing of financing statements is already
disappearing in many states in 1999, as Revised Article 9 becomes
available to them. Revised Article 9 definitions and provisions allow this
transition from paper to electronic filing without further revision of the law,
Revised Article 9 makes filing office operations more ministerial than old
Article 9 did. The office that files financing statements has no responsibility
for the accuracy of information on the statements and Is fully absolved from
any liabllity for the contents of any statements received and filed. Financing
statements may, therefore, be considerably simplified. There Is no
signature requirement, for example, for a financing statement.

8. Consumer Transactions. Revised Article 9 makes a clearer distiriction
between transactions in which the debtor is a consumer than prior Article 9
did. Enforcement of a security interest that is included in a consumer
transaction is handled differently in certain respects in the 1999 revisions to
Article 9 than it was pre-1999. Examples of consumer provisions ave: a
consumer cannot walve redemption rights in a financing agreement; a
consumer buyer of goods who pre-pays in whole or in part, has an
enforceable interest in the purchased goods and may obtain the yoods as a
remedy; a consumer is entitled to disclosure of the amount of any
deficiency assessed against him or her, and the method for calculating the
deficlency; and, a secured creditor may not accept collateral is partlal
satisfaction of a consumer obligation, so that choosing strict foreclosure as
a remedy means that no deficlency may be assessed again:t the aebtor,
Although it governs more than consumer transactions, the good faith
standard becomes the objective standard of commercial reasonableness in
the 1999 revisions to Article 9,

8. Default and Enforcement, Article 9 provisions un default and
enforcament deal generally with the procedures for obtaining property in
which a creditor has a security interest and selling it to satisfy the debt,
when the debtor I8 in default. Normally, the creditor has the right to
repossess the property. Revised Article 9 includes new ruies dealing with
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kinds of property subject to security interests, new rules for the interests of
subordinate creditors with security interests in the same property, and new
rules for aspects of enforceament when the debtor is a consumer debtor,
These are some of the specific new rules: a secured party (creditor with
security interest) is obliged to notify n secondary obligor when there is a
default, and a secondary obligor generally cannot waive rights by becoming
a secondary obligor; a secured party who repossesses goods and selis
them is subject to the usual warranties that are part of any sale; junior
secured creditors (subsequent in priority) and lienholders who have filed
financing statements, must be notified when a secured party repossesses
collateral; and, if a secured party sells collateral at a low price to an insider
buyer, the price that the goods should have obtained in a commercially
reasonable sale, rather than the actual price, is the price that will be used in
calcuiating the deficiency.
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INTRODUCTIONS & ADOPTIONS

Ol etfirer A

> Why States Should Adopt the ...

LLU7h  REVISED ARTICLE 9 OF THE UNIFORM COMMERCIAL CODE
"‘W w4 ! CONCERNS FOR A STATE THAT FAILS TIMELY TO ENACT

; gﬁ%‘“’ i REVISED ARTICLE 9: THE CHOICE OF LAW PROBLEM
“ 0, ‘|‘
’ &?@f fz( September 15, 2000

'f-s* wyrthenp i 8 il Revised Article 9 of the Uniform Commercial Code contains a uniform
A‘**»*’“’*‘ﬂ“ w( (’j:?“{' effective date of July 1, 2001, applicable to ail states that enact the

’? e revisions, The Official Comments state that this uniform effective date was
intended to give all states ample opportunity to enact the statute so that it
would become effective on the same date throughout the country. The
Official Comments caution:

If former Article 9 is in effect in some jurisdictions, and this
Article is in effect In others, horrendous complications may arise.
(emphasis added)

Those horrendous complications may be referred to as the "¢hoice of law"
problem,

This paper Is intended to explain what the choice of law problem is and how
it might negatively Impact a state (an "Affected State") If the Affected State
falis to enact Revised Article 9 so that it Is effective on July 1, 2001,

The Cholce of Law Problem In General

The choice of law problem relates to the concern that & litigation outcome
relating to an Article 9 secured loan or other secured transaction may be
determined by the location of the litigation, If Iitigation relating to an Article
9 secured loan or other secured transaction takes place in a court located
in a state that has adopted Revised Article 9, the Revised Article 9 choice
of law rules apply. But, if the litigation takes place in a court iocated in a
state that has enacted former Articie 9 and has not enacted Revised Article
8, the former Article 9 choice of law rules will apply. For example, if the
collateral I8 ordinary goods, and perfection of a lender's security interest iy
the goods is claimed by means of the filing of a Uniform Commercial Code
financing statement, Revised Article 9's cholce of law rules require that the
lender perfect its security interest in the goods by flling the financing

. statement under the laws of the jurisdiction of the debtor's location, The
debtor's location would usually be, In the case of a business debtor that is a
logal entity, the state under whose laws the debtor is Incorporated or
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erwise organized as a registered organization. However, former Article
requires that the lender perfect its security interest in the goods by filing the
financing statement under the laws of the jurisdiction where the goods are
located. Litigation might take place in a state court or in a bankruptcy or
other federal court.

Lenders that would otherwise extend credit under the Revised Article 9
rules will not want to take the risk of litigation occurring in a court that,
under the choice of law rules of the state in which the court is located, will
apply former Article 9 to determine perfection. Lenders extending credit
under Revised Article 8 rules applicable elsewhere in the country will
accordingly be forced to protect themselves by complying with both sets of
rules - former Article 9 and Revised Article 9 - so long as there is a
possibility of litigation occurring in a former Article 9 forum.

The Choice of Law Problem for an Affected State

With that background in mind, several significant concerns for an Affected
State arise if the Affected State fails to enact Revised Article 9 so that it is

effective on July 1, 2001.

The Affected State's debtors may have higher transaction costs. Secured
parties extending credit to an Affected State's debtors wiil need to comply
with the perfection rules of both former and Revised Article 8. That will
mean duplicate or at least more complex documentation and, in many
instances, additional filing fees for Uniform Commercial Code financing
statements. It will also mean that the iender's legal fees passed on to the
Affected State's debtor would be higher.

The Affected State may lose some state revenues. To maximize its
protection under Revised Article 9, a fender that would otherwise extend
credit to a corporation or other registered organization organized under the
laws of an Affected State may insist that the debtor reincorporate or
reorganize under the laws of a state that has enacted Revised Article 9.
That could mean loss of some revenues to the Affected State to the extent
that the revenues would otherwise be derived from the debtor being
incorporated or otherwise organized under the laws of the Affected State.

The Affected State may lose some inward direct investment opportunities.
Lenders extending credit to debtors located outside of the Affected State
may put restrictive covenants in their loan documents limiting a debtor's
abllity to open an office in the Affected State or to have goods located In the
Affacted State. That would be because the lender, having complied with the
rules under Revised Article 8, would not want to incur the initial or ongoing
monitoring costs of compliance with former Article 8, merely because the
debtor opens or might open an office in the Affected State or has goods or
might have goods located in the Affected State. That restriction may be an
outright prohibition or one that requires that the lender be paid a fee for its
extra Initlal or monitoring costs if an office is opened by the debtor in the
Affected State or goods are maintained by the debtor in the Affected State.
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may be best itlustrated by an example.

Lender lends to Debtor and is granted a security interest in
Debtor's assets under Revised Article 9. Lender complies with
the perfection rules of Revised Article 9. Debtor later finds itself
in financial trouble. Creditor discovers that Debtor has a
sufficient presence in the Affected State to permit a bankruptcy
venue in the Affected State. If a bankruptcy were commenced by
or against Debtor outside of the Affected State in a state that
has enacted Revised Article 9, the bankruptcy court would likely
apply the Revised Article 9 choice of law rules, and Lender's
security interest would be perfected. But, if a bankruptcy were
commenced in the Affected State, the bankruptcy court in the
Affected State would likely look to the Affected State's former
Article 9 choice of law rules, which require that a financing
statement must have been filed in the Affected State for the
collateral in question. Without that filing, Lender's security
interest is unperfected.

In this example, Creditor would have an incentive to commence an
involuntary bankruptcy against Debtor in the Affected State, not because
bankruptey is a good idea for Debtor or its creditors generally but just to set
aside Lender's security interest in those assets. (We can also posit an
example where Lender insists that Debtor file bankruptcy prematurely in a
state that has enacted Revised Articls 9 in order to protect itself from an
Invoiuntary bankruptcy petition against Debtor being filed in the Affected

State.)

The choice of law problem for the Affected State will be even more acute
given the large number of states that have already enacted or will shortly
enact Ravised Article 9. Twenty-seven states, as well as the District of
Columbia, have thus far enacted the statute; the statute in each of these
states has an effective date of July 1, 2001. Bills are being prepared for
introduction in January in all of the remaining states, and efforts are
underway in those states to insure timely adoption so that the statute will be
effective on July 1, 2001, in those states.

The Solution: the Affected State Should Timely Enact Revised Article 9

The choice of law problem will be eliminated, and these potential negative
consequences for the Affected State will be avoided, If the Affected State
enacts Revised Article 9 and all other states do likewise 8o that Revised
Article 8 is in effect in all states by July 1, 2001. Even if not all states enact
Revised Article 9 8o that it is In effect in all states by July 1, 2001, the
choice of law problem in the Affected State will be dramatically minimized if
the Affected State joins the majority of states in enacting Revised Article 9
80 that It Is effective in the Affected State on July 1, 2001,

There are many reasons for the Affected State to enact Revised Article 9 so
that it Is effective on July 1, 2001, Solving the choice of law problem is only
one of those reasons. In addition, early enactment well before the July 1,




NCCUSL - Introductions & Adoptions of Uniform Acts Page 4 of 4
2001, effective date would promote awareness of the statute among the

Affectad State's business, financial and legal community, accelerate
educational and training efforts and procedures implementation and

' generally better prepare the Affected State for Revised Article 8 becoming
effective in so many, if not all, states across the country on July 1, 2001,
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of North Dakota
Introduced by

W
S2- !{&\
)

Judiclary Committee

(At the request of the Commission on Uniform State Laws)

A BILL for an Act to provide for a computerizednesieshinsmmingaesaie create and enact
section 41-05-18 and a new chapler 41-09 of the North Dakota Century Code, relating to

Uniform Commaercial Code Article 9 - Secured Transactions; to amend and reenact
subsectlon 5 of section 11-18-05, sections 32-20-08 and 35-06-11, subdivision a of
subsection 1 of secticn 35-29-04, subsection 2 of section 35-32-02, section 35-34-086,
subsactlon 2 of section 41-01.05, section 41-01-10.6, subsections 9 and 32 and subdivision a
of subsection 37 of section 41-01-11, subsection 2 of section 41-01-18, subdivision d of
subsaction 3 of section 41-02-03, sections 41-02-17, 41-02-43, and 41-02-50, subsaction 3 of
section 41-02-95, subsection 3 of section 41-02,1-03, sectiong 41-02.1-33 and 41-02.1-37,
subdivision t of subsection 1 of section 41-02.1-39, subdivision » of subsection 3 of saction
41-04-22, subdivision a of subsection 1 of section 41.07-32, subsection 6 of section 41-08-03,
section 41-08-06, subsection 5 of section 41-08-10, subdivitlon ¢ of subsection 1 of section
41-08-27, subsection 1 of section 41-08-28, section 41-08-50, subsection 12 of section
47-19-02, subdivision & of subsection 2 of section 49-04-19, and section 54-09-08 of the North
Dakota Century Code, retating to the Unlform Commarclal Code; to repeal present chapter
41-08 of the North Dakota Century Code, relating to secured transactions; and to provids an

appropriation,
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18 BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

19 SECTION 1, AMENDMENT, Subsection 6 of section 11-18-06 of the 1999
20 Supplement to the North Dakota Century Code Is amendsd and reenactad as follows:
21 5. Forfling, indexing, making, or completing any statement, abstract, or certificate
22 under the Uniform Commercial Code central filing data base, the compulerized
. 23 central notice system or the computerized statutory liens data base, for racelving
24 printouts, and for other services provided through the compulerized sysiem. the
o™
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SECTION 8, AMENDMENT. Section 41-01-10.5 of the North Dakota Century Code is

amended and reenacted as follows:
41-01-10.5. (+4-108) Required refilings.

1.

2,

3.

4.

If a security interest, without filing or recording, Is perfected or has priority on
January 1, 1974, as to all persons or as to certain persons and the filing or
recording of a financing stalement would be required for the perfection or priority of
the securlty Interest against those persons, the perfection and priority rights of the
security Interest continue until three years after January 1, 1974, at which time the
perfection will lapse unless a financing statement is filed or recorded as provided
for in subsection 4 or the security Interest is otherwise perfected.

If a security Interest Is perfected on January 1, 1974, under a law other than this
litle which requires no further filing, refiiing, or recording In order to continue its
perfection, perfection continues until three years after January 1, 1974, at which
time the perfection will lapse, uniess a financing statement is filed as provided for
in subsection 4, the security interest is otherwise perfacted, or under subsection 3
1 of section 44-08-23 41-09-31 the other law continues to govern filing.

if a security Interast Is parfected by a filing, refiling, or recording under any statute
or other law repealed or modified by chapter 343 of the 1973 Session Laws, as
codified In this title, which required further filing, refiling, or recording In order to
continue its perfection, perfection continues and will lapse on the date provided for
by the law 8o repealed for such further filing, refiling, or recording, unless a
financing statement I3 flled as provided for In subsection 4 or tha gacurity interest
s otherwise perfected. '

A financing statement may be filad within slx months before the perfeniicn of a

sacurlty Interest would othorwise lapse, THEMEITENMEUINSMGMIIMII SgH. C1s
. ARG ERNA S5 40med-ollity: 1t must Identlfy the security agreement,

statsinent, or notice (however denominated In any statute or other law repealed or
maditiad by chapter 343 of the 1973 Session Laws, as codified In this title), state
the office whets and the date when the last filing, refiling, or recording, if any, was
made with respect to It, and the flling number, if any, or book and page, if any, of
any recording and further state that the security agreement, statement, or notice

Page No. 4 10030.0600
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©

e

licensed or authorized to operate the game by a stale or

governmental unit of a state.

{2} Thetermincludes a health care insurance receivable. The term does

not include:

Commercial tort claim;

Deposit account;

Letter-of-credit right or letters of credit;

(b)
(c)
{d) Investment property;
{e)
)

Right to payment for any money or fund advanced or sold, other

ips
[ .,. (A0 OF QOUOSRH .Lb /’
" -

"Account debtor” means a person obllgated on an account, chaltel paper, or
ral intangible. . The term does not Include a person obligated to pay a

negotiable Instrument, even if the instrument constitutes parl of chaltel paper.

"Accounting”, except as used in."accounting for", means a record:

(1)  Authenticated by a secured party;

(2) Indicating the agaregate unpaid secured obligations as of a date not
more than thirty-five days earlier or thinty-five days later than the date of
the_record; and

(3) Idenlifylng the components of the obligations In reasopable detall.

"Agricultural llen" maanrs_an Interest, other than a security Interest, in farm

prodicts; - e

(- T secures payment or performance of an obligation for:

/f

Page No. 20 10030.0600
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mﬂmmm godudm in the ordinary \
course of that person's business furnished goods or services to_a P
debtor in connection with a debtor's farming operation; or

{b) Leased real property to a debtor ln connacuorrwﬂh the debtor s

S~ farming operation;.
(3) Of which the effectiveness does not depend on the parson's

S

possession of the personal property,

© O ~N O O WO -

f. "As-exiracted collateral’ means:

10 (1) Oll,_gas, or other mineral that is subject to a security interest that;

11 (a) [s created by a debtor having an interes! in the mineral before

12 ex{raction; and

13 (b) Attaches to the mineral as extracled; or

14 (2)  Accounts arising out of the sale at the wellhead or minehead of oil, gas,
16 or other mineral in which the debtor had an Interest before extraction,

"Authenticate" means;

>
o

17 (1) Toslgn: ot
18 (2) Yo execute or otherwise adopt a symbol, or encrypt or similarly process
19 a record In whole or in part, with the present intent of the authenticating

20 parson to Identify the person and adopt or accept a record.

21 h, 'Bank' means an organization engaged [n the business of banking, The term

22 mwmmummmmmn assoclation, credit union, and irust

23 . gompany,
24 L "Cash proceeds" means proceeds thi! are money, checks, deposlt accounts, \
25 Emtboane Of deposk, of V)¢, 'llie,

8/ sssiesiaend deooui meens 4 beuk record of b s of maney which has
i ‘ MMMMM rw :*c.zua‘&a’fl‘fy.m&m@um

28 W206e hot include -
29 anmmnmmmmmmwmxﬂm
30 \ W (d”yi Pk af"

W ‘‘‘‘‘‘ — [
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1 k. "Certificate of title" means a cerificate of title with respect to which a statute

2 provides for the security interest,_irmueslioh lo be indicated on the certificate

3 as a condition or tesult of the security interest's obtaining priority over the ™

4 rights of a lien creditor with respect to the coliateral, \

8

7 m. 'Challel paper” means a record or records thal eyldencé'Botn a monetary

8 e obligation and a secur _y y Inerest mpggﬁg% a_security interest in

9 T spedic goeds and software used in the goods, a security interest in specific

10 goods and license of software used in the goods, a lease of specific goods, or

11 a lease of specific goods and license of software usad in the goods, [n this

12 subdivision, "monetary chligation" means a monetary obligation secured by

13 the goods or owed under a lease of the goods and includes a monetary

14 obligation with_respect to software used in the goods, The term does not

15 (nglude (1) charters or other contracts involving the use or hire of a vesse! or

16 (2) records that evidence a right to payment arising out of the use of a credit

17 or charge card or information contained on or for use with the card. If a

18 transaction is evidenced by records that Include an instrument or series of

19 Instruments, the group of records taken together constitutes chattel paper,

20 n. "Collateral" means the property subject to a security tivterest or agricultural

21 llen, The term Includes:

22 (1) Proceeds to which a securlty interest attaches;

23 (2) Accounts, chattel paper, payment intangibles, and promissory notes

24 {hat have been sold; and

26 (3) Goods that are the subject of a conslgnment,

28 8. ‘Commercial tort claim” means a clalm arlsing in tort with respect to which;

27 (1}  Ihe.claimant s an organization: or

28 (2) Theclalinantls an individual and the clalm;

20 (a) Arose nthe course of the claimani's business or pro'ession; and

30 (W}  Does not Include damages arlsing out.of personal Injury to or the
. 31 geath of an Indlvidual,

Page No. 22 10030.0800
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(1) |dentifies, by its file number, the initial financing statement to which it

relates; and
(2) Indicates that it is a continuation statement for, or that it is filed to

continue the effectiveness of, the identified financing statement.

dd. "Debtor’ means:
(1)  Aperson having an interest, other than a security interest or other lien,

in the collateral, reqgardiess of whether the person is an obligor;

{2)  Aseller of accounts, chattel paper, payment intangibles, or promissory

notes; or
(3) Aconsignes,

ge. "Deposit account” means a demand, time, savings, passbook, or similar \
account maintained with a bank. Theterm does not include investment

property or an account ewden.u/d by &W_g&jm mstrument

ff. "Document’ means a document of title or a receipt of the lype des@bed in
subsection 2 of section 41-07°97.
gg. "Electronlc chattel paper" means chattel paper evidenced by a racord
conslsting of information stored in an electronic medium,
hh. “Encumbrance” means a right, other than an ownership interest, in real

property. The term Includes mortgages and other llens on real g»‘r.ggerty,
. “Equipment' means goods other than inventory, farm products, or consumer

goods. "
I mmmsmewsﬁmgmmmm ;

7 resckyasenshapler 36-17, 36-30. or 36-34, or with respect to which the
deb&g.ls.ejmgaﬂm_ai&rmmm&__m_wmhu
(1 Wmmm_m
ey~ C76B4 produced on irees vines, and bushes: and
{b) Aguatic goods producad in aquacultural operations:
(20 Llvestock, born or unborn, Including aquatic goods produced In
aquacultural operatlons;
(3) Supnplies used or produced In a farming operation; or
(4) Products of crops gt livestock In thalr unmanufactured states.

Page No. 26 10030.0600
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B B

PR.

a4.

"Farming operation" means raising, cultivating, propagating, fattening,

grazing, or any other farming, livestock, or aquacultural operalion.

“File number" means the number assigned to an initial financing statement

pursuant to subsection 1 of section 41-09-90,
"Fillng office" means an office designated in section 41-09-72 as the place to

file a financing statement.

"Filing-office rule" means a rule adopted under section 41-09-97.

"Financing statement” means a record composed of an initial financing

statement and any filed record relating to the Initial financing statement.

"Fixture filing" means the filing of a financing stalement covering goods that

are or are to become fixtures and satisfying subsections 1 and 2 of section

41-09-73. The term includes the filing of a financing statement covering

goods of a transmitting utility which are or are to become fixtures.
"Fixtures" means goods that have bacome $o related to diiqgigg,jggj

property that an Interest In them arises under real property law, \‘\

“General intangible" means any personal propery, including things in action,

other than accounts, cartificates of deposit. ehatlel paper, commarcial tont

claims, ded@it accounts, documents, Qoods, inslrurnehts. investment
propertv.iet!e\z-of-oredlt rights, letters of cradit, money, and oll, gas, or ¢iher
S

minerals before axiraciion, The term Includes payment intangibles and

software.
"Good falth” means honesty in fact and the observarnce of reasonable
commerclal standards of falr dealing,
"Goods" means all things that are movable when a securiy interest atlaches.
(1)  Thefertn ncludes;
(a) FEixtures:
{b) Standing {imber that is to he cut and removed under a
coryeyance or contract for sale;
(¢}  The unborn young of animals;
(d)  Crops grown, growing, or to be grown, even If the crops are
produced on traes, vines, or bushes: and

Page No. 26 10030.0800
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(¢} Manufactured homes,
(2) The ferm also includes a computer program embedded in goods and

any supporting information provided in connection with a {ransaction

relating to the program if:
{2) The program is associated with the goods in such a manner that

the program is customarily considered part of the qoods; or

(b) By becoming the owner of the goods, a person acquires a right to

use the program in connection with the goods,

(3) The term does not include a compuler program embedded in goods
that consist solely of the medium in which the_program is embedded,

The term also does nol include accounts,:

paper, commercial tort claims, deposit accounts, documents, general

intanglbles, instruments, investment property. letter-of-cradit rights,

lefters of credit, money, or oil, gas, or-ether minerals before extraction,

“Governmental unit" means a subdivision, anency, department, county,
parish, municipality, or other unit of the government of the United States, a
state, or a foreign couniry. The term includes an organization having a

separate corporate existence if the organization Is sligible 1o Issue debt on

which Interest is exempt from income laxation under the laws of ths United

States,
“Health care [nsurance recelvable” means an interest in or ¢claim under a
policy of ;usyurance which Is a tight to payment of 8 monetary obliguwn for

health care goods or services provided,

"Instrument” means a negotiable Instrument or any other writing that
MWMMWMLL@IQ

Mmﬁnmmmmdﬁ_im%mmmmmy_mm
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1 dwelling with or without a permanent foundation when connected 1o the h

2 required utilities, and Includes the plumt n7, heating, air-conditioning, and

3 gleclrical systems contained therein. The term includes any structure that

4 meets all of the requirements of this subdivision except the size requirements

5 and with respect to which the manufacturer voluntarily files_a certification

8 tequired by the United States sesretary of housing and urban development

7 and complies with the standards established under title 42 of the United

8 States Code,

9 ddd. "Manufactured-home transaction” means a secured trangsaction;

10 (1) Which creates a purchase-money security inlerest in a manufactured

11 home, other than a manufactured home held as invenlory; or

12 (2) Inwhich a manufactured home, other than a manufactured home held

13 as Inventory, is the primary collateral,

14 pee, "Morigage” means a consensual interest In real propery, Including fixtures,

15 that secures payment or performance of an obligation.

16 fif, "New debtor" means a person thal becomes bound as debtor under

17 subsection 4 of section 41-09-13 by a security agreement previously entered

18 into by another person,

19 gag, "New valug" means;

20 (1)  Money:

21 (2) Money's worth In property, services, or new credit; or

22 (3) Release by a transferee of an Interest in property previously transferred

23 lothe'lr ree

24 T term does not Include an obligation substituted for another obligation,

25 lﬁ Ngng §h Qrgcgegs" megng proceeds oth _ngngggnm __‘gi |

27
! 28

29

30

&>
—
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rmm,

(1) Owes payment or other performance of the obligation:

(2) Has provided property other than the collateral to secure payment or

other performance of the obligation; or
(3) s otherwise accountable in whole or in part for payment or other

performance of the obligation,

The term does not include issuers or nominated persons under a letter of

credit,
"Qriginal debtor", except as used in subsection 3 of section 41-09-30, means

a person that, as deblor, entered into a secutity agreement to which a new

debtor has become bound under subsection 4 of section 41-09-13,

"Payment intanglble” means a general intangible_under which the account

nnn,

debtor's pringipal obligation is a monetary obligation.

"Person telated 10", with respect 1o an individual, means;

(1) The spouse of the individual;

(2) Abrother, brother-in-law, sister, or sister-in-law of the indlvidual;

(3) An ancesior or [ineal descendant of the indlvidual or the Individual's
8PQUSe, Of

(4)  Any other relative, by btood or marriage, of the Indlvidual or the
Individual's spouse who shares the same home with the Individual.

“Parson related to", with respect to an organization, means:

(1)  Apersondirectly or Indirectly controlling, controlled by, or under
common control with the organization;

(2}  An.officer or director of, or a parson performing similar funclions with
respect to, the organization;

(3)  Anofficer or director of, or a person performing similar functions with
respect 10, a person described in paragraph 1

(4) The spouse.of an individual described In paragraph 1.2, or 3. ot
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F.

(5) An.individual who is related by blood or marriage lo an individual

individual,

ppp.  "Proceeds”, except as used in subsection 2 of section 41-08-106, means the

following property:
{1}  Whatever is acquired upon the sale, lease, license, exchange, or other

disposition of collaleral;
(2) Whalever is collected on, or distributed on account of, collateral;

(3) Rights arising out of collateral;
(4) To the extent of the value of collataral, claims arising out of the loss,

nonconformitly, or interference with the use of, defects or infringement

of rights in, or damage to, the collateral; or
(8) To the extent of the value of collateral and to the extent payable to the

debtor or the secured party, Insurance payable by reason of the loss or

nonconformity of, defects or infringement of rights in, or damage to, the

collateral,
qqq.  "Promissory note" means an instrument that evidences a promise {0 pay a

monetary obligation, does nol evidence an order to pay, and does not ¢contain
an acknowledgment by a bank that the bank has received for deposit a sum

of money or funds,
e, "Proposal' means a record auihentigated by a_secured party which includes

tha terms on which the secured_parly Is willing to accept collateral In full or
partlal satisfaction of the obligation it secures under sections 41-09-115

25 “trawsachor sas, TSUant (o commiiment’, with respact to an advance made or other value

26

\,

27 .

28
29
30

31

[egargless o
the secured pary's control hag telleved or may relleve the secured pary from
the secured party's obligation.

ftt. “Becord", exceptas used in"for record’, “of record:, ‘racord or legal title”. and
"record owner" means information that Is Inagribed on a tangible medium of
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provided for, addressed 10 any address reasonable under the

circumstances; or

(2) To cause the record or notification to be received within the lime that it

would have been received if properly sent under paragraph 1.

zzz. "Software" means a computer program and any supporting information

provided in connection with a transaction relating to the program. The term

does not include a computer program that is included in the definition of

goods.
aaaa, "State" means a state of the United Siates, the District of Columbia, the

Commonwealth of Puerto Rico, the United States Virgin islands, or any

territory or Insular possession subject to the jurisdiction of the United States.

bbbb, "Supporting obligation" means a letter-of-credit right or secondary obligation

that suppons the payment or performance of an account, chattel paper, a

document, a general intanglble, an instrument, or investmeni property.,

ccce, "Tanalble chattel paper" means chatlel paper evidenced by a record or

records consisting of information that is inscribed on a tangible medium.

dddd. "Termination statement” means an amendment of a financing siatement

which;
(1) |dentifies, by the amendment's file number, the Initial financing

statement to which it relates; and
(2) Indicates either that the amendment Is a termination statement or that
the_ldentifled financlng statemant s no longer effective,
geee, 'Transmitting utility" means a person ptimarily engaged In the business of:
(1) Operating a rallroad, subway, streef rallway. or trolley bus;
(2) Transmitting communications electrically, slectromagnetically, or by
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M&’ﬂ@mm bank. The term does not Include a demﬁﬂm&

The following definitions in other chapters apply to this chapter, —~

b,

=oe e e

B

IS R i

Brrcpregrererappepg

_,.«-/

ol o4 ’.“/

"Mn 41-05-02.
"Broker". Section 41-08-02,
"Certificated security”. Section 41-08-02,

“Check", Section 41-03-04.

"Clearing corporation”. Section 41-08-02.

"Contract for sale". Section 41-02-08.

"Customer”, Section 41-04-04,

"Entitlement holder". Section 41-08-02,

"Flnancial asset". Section 41-08-02.

"Holder in due course”, Section 41-03-28, |

“Issuer" (with respect o a lstter of credit or letter-of-cr‘edlt right). Section
41:06-02,

"lssuer" (with respect to a securily), Section 41-08-17.
"Lease!,_Section 41-02.1-03,

"Loase agreement”. Section 41-02.1-03,

‘Lease contract”, Section 41-02,1-03.

“Leasehold Interest”, Section 41:02.1-03,

"Lessee In ordinary course of business:. Sectlon 41-02,1-03.
-hessor’, Section 41:02,1:03,

-Lessor's resldual interest’, Sectlon 41-02,1-03,

_Letter of credit’, Secllon 41:05:02,

"Merchant’. Section 41-02:04,

-Negotlable Instrument”, Section 41-03-04,
Nominated person’. Section 41-06-02,
"Proceeds of a letter of credit’, Section 41-05-14,
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raspect to goods in which the secured parly holds or held a purchase-money

security interest if:

a. The debtor acquired its Interest in the software in an integrated transaction In

which the debtor acquired an interest in the goods: and

b, The debtor acquired its interast in the software for the principal purpose of

using the software In the goods.

4. The security interest of a consignor in goods that are the subject of a consignment

/ i + 1 1
/ _is a purchase-money seéuritv interest in inventory.

SRS
’ Hihe extent to which & security inferest is a purchase-money security interest

10// [ dié_ng_m ,1;1_9 plication of a payment to a paricular obligation, the payment
14 must be ,agpﬁed:
1&/ % ,./fh'/éccordance with any reasonable method of application to which the pariies
13 —" aqree;
14 b, |nthe absence of the parties' agreement to a reasonable method, in
15 accordance with any intention of the obligor manifested at or before the time
16 of payment; or
17 ¢. Inthe absence of an agreement 10 a reasonable method and a timely
18 manifestation of the obligor's intention, in the following order.
19 (1) To obligations that are not sgcured; and
20 (2) L more than one obligation is secured, to obligations secured by
21 / -money security Interests in the order in which those
obligations were Incurred.

rity Interest does not lose Its status as such, even If;
2 chase-money collateral also secures an obligation {hat is not a
2

g-money collateral also secures the
purchase-money obllgation: ot

28 ¢. The purchase:money obligation has been renewed. refinanced. consolidated,
29 or restruclured,
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establishing the extent to which the security inferesl is a purchase-maney segurily
interest,
MMM&%EMM&JLEMHMWW %
dapaely
1. Asecured party has control of a deposit account or uisarliiiciingsacilicale of
[
a. The secured party Is the bank with which the deposit account or incertiicated
corificaty of déposit is maintained;
b. The debtor, secured party. and bank have agreed in an authenticaled record

that the bank will comply with instructions originated by the secured party
directing disposition of the funds In the deposit account or WHISHINEatENIE
-ganitiote of déposit dithout further consent by the debtor; or

g ngmmmmmw@mm@mmm
*_account ceumesntiicated cerlifiate of depdsf

A &WM&M&MJMW@U@
mtmmmmmmamu_mmﬂgmm@_mmm
uncertificated ggnlggtg of geggs

41-09-05, (9-105) Control of e ggt[gnlg chattet gage_J A secured party has control of
olectronic chattel paper if the record or records comprising the chatte! paper are created,
stored, and assigned In such 8 manner that;

1. Asingle authoritative copy of the record or records exists which Is unique,

identiflable and, except as otherwise provided in subsections 4 through 6,

unaltarable;
The authoritative copy Identifies the secured party as the assignee of the record or

records:
The authoritative copy Is communicated to and maintained by the secured party or

the secured party's designated custodian;
Copies or revisions that add or change an identifled assignee of the authoritative

copy can be made only with the participation of the secured party:

Page No. 37 10030.0600




Fifty-seventh

Legislative Assembly

1 ¢, Exceplas otherwise provided in subsection 6. a type <f collateral dafined in

2 the Uniform Commercial Code;

3 d.  Quantity;

4 Computational or allecational formula or procedury; or

6 f.  Except as olherwlise provided in subsection 3, any other methed, if the

8 identity of the collateral Is objectively determinable,

7 3. Adescription of collateral as “all the deblor's agsets” or “all the deblor's personal
8 property" or using words of simllar Import does not reasonably identlfy the

9 collateral,

10 4, Except as otherwise provided in subsaction 5, a description of a sacurily

11 entitlement, securltles account, or commodity accountis sufficient If the description
12 describes:

13 a, 1@ ¢oltatoral by those terms or as invesiment propary; or

14 b Ine_undgdymf nelal asset or commodity contract,

16 5, Adescription only :Qy type of collateral defined in the Uniform Commercial Code is
18 an Insufficlent description of:
17 S WY Glal tort clalm;
18 acurity entittement, a securities account, or a comniodity account,

19 9) Scope,

0 1, Exqgnfas otherwise provided in subsections 3 and 4, this chapter applies to:

21 4 Atransaction, regardless of Is form, that creates a security Interest in

22 personal propeny or fixtures by contract;

23 b. An agriculiural lien;

24 ¢. Asale of accounts, chattel paper, payment intangibles, or promissory notes;
25 d. Aconsignment;

26 e. Asecurity Interest arising under section 41-02-46, section 41-02-53,

27 subsection 3 of section 41-02-90, or subsection 5 of section 41-02.1-56, as
28 provided in section 41-09-10; and

29 f. Asecurity interest arising under section 41-04.22 or 41-05-18,
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1 2. The application of this chapter to a sacurily interest in a secured obligation is not
P affgcted by the facl that the obligation is iiself secured by a transaclion of interest

3 lo which s chapler does not apply.

4 3. This chapteng mwmmmnwnwm
Rarcre a. Astalta 28ty of the United States preempts this chapler;
Swhacdvisien 0 bf Y, of stale, a forelgn counlry, or a governmental unit of another

7 " statg/or a forelgn country, other than a statule generally applicable 1o seaurily
8 Mwwmgmmwgw -perfection, priority, or enforcement of a

9 securlty inferest created by the state, country, or governmental unit; or

T M & The dghts of a transferee beneficlary or nominated person under a 'stter of
1 credlt are independent and superior under section 41-05-14,
12 4. This chapter does not apply to;
13 g, Alandlord's llen, other than an agricultural lien;
14 b,  Allen. other than an agricultural llen, given by statute or other rulg of law for
16 services or malerlals, by section 41-09-53 applles with respect 1o priority of
16 the llen;
17 ¢. Ap_asslgnment of a claim for wayges, salary, or other compensation of an
18 employes;
19 d. A sale of accounts, chattel paper, payment intangibles, or promissory notes
20 as part of a sale of the business out of which they arose;
21 e, An assignment of accounts, chattel paper, payment Intangibles, or promissory
22 notes which is for the purpose of collection only;
23 f.  An asslgnment of a right to payment under a contract to an assignes that is
24 also obligated 1o perform under the contract:
25 g. An assignment of a single account, payment intangible, or promissory note to
26 an asslignee in full or partial satisfaction of a preexisting indebtedness;
27 h. A transfer of an interest in or an assignment of a claim under a policy of
28 Insurance, other than an assignment by or to a heaith care provider of &
29 health care insurance recelvable and any sibsequent assignment of the right
30 to payment, but sections 41-09-35 and 41-09-42 apply with respect to
. 31 proceeds and priorities in proceeds;
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L An.assignment of a right reprasentad by a judgment, other than a Judgment
taken on a right to payment that was collateral;
L Aright of recoupment or sel-off, but;

(1) Section 41-09-60 applies with respact 19 the effactiveness of rights of
recoupment or sel-off against deposit accounts or certificates of
deposit; and

(2)  Section 41-09-66 applies with respect to defenses or clalms of an
account debtor;

k. The creation or fransfer of an interest in or lisn on real propery, including a
lease or rents thergunder, exceapl to the extent thal provision is made for:

(1)  Liens on real property In sections 41-09-13 and 41-09-28;

(2)  FEixtures In seclion 41-09-54;

(3) Fixture filings In sections 41-09-72, 41-09-73, 41-09-87, and 41-09-90;
and

... (4] Securlty agreements covering personal and real property In section

| 410010,

L An assignment of a ¢laim arising In fort, other than a commercial tort claim,

Li_v]iitlons 41-09-35 and 41-09-42 apply with respect to proceeds and

o~ orities in proceeds; or
41- -1 acurity Interes isin der chapter 41-02 or 41-02,1, A
securlty Interest arlsing under section 41-02-46, sectlon 41-02-83, subsection 3 of section
41-02-90, or subsectlon 5 of section 41-02.1-56 is subject to this chapter. However, until the
debtor obtains possession of the goods;
1. The security Interest is enforceable, even If subdivision ¢ of subsection 2 of section
41-09-13 has not been satisfled;
2. Fliing is not required to perfect the security Interest;
3. Tharights of the secured parly after default by the deblor are governed by chapter
41-02 or 41-02.1; and
4, The security interest has priority over a conflicting segurity Interest created by the

debtor,
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41:09:11. (9-201) Gengral effeqtiveness of security agreement,
iR Emn;m.ﬂh&wﬁmmﬂdwmmleka securily agreement.is eHaclive
WWWmm&mﬂﬁg@mm

3 MMWMW&W&MQB
described In subsection 2, the rule of law, statute, or regylation ¢ontrols. Failure to
comply with a statute or regulation described in subsection 2 has only the effect

mwwmmmm&mmm
compty with 8 statute or rule other than chapter 41-09 mmm@m&ymf‘s
provision of chapter 41-08,

4, This chapter does not;
a MWMMMM&&WM

§@Mumuﬁmm_bﬂua§m§m&_2&r

b. Extend the application of the rule of law, statute, or requlation to a transaction

not otherwise subject to it, .
41-09-12, (9-202) Title to collateral immaterial. Ex ggpj»gglhgrwtse proyided with
res 0c nme r sales of accounts, chattel paper, payment intangibles, or

s§ tes, th | of this chapter wit rd to rights an igations a
whether title to collateral |s in the secured party or the deblor,

41-09-13. {9.203) Attachment and enforceablility of security interest - Proceeds -
Supporting obligations - Formal requisites.

1.  Asecurity interest attaches to collateral when the security interest becomes
enforceable agalnst the debtor with respect to the collateral, unless an agreement

expressly postpones the fime of hmen

2. Except as otherwise provided in subsections 3 through 9, a security interest is
enforceable against the debtor and third parties with respect to the collateral only

it
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1 8  Value has been given;

2 . The debtor has rights In the collateral or the power ig transfer tights in the

3 collateral o a secured pady; ang

4 . QOne of the following conditions Is met;

8 (1) The dabtor has authenticaled a securily agreement that provides a

6 description of the collateral and, if the security Intarest covers timber to

7 be cut. a description of the land concarned;

8 (2}  The collateral is n¢* a cedificated securily and Is in the possesslon of

9 the secured party under section 41-09-33 pursuant to the deblor's

10 securlty ngreement;

11 (3) Thecollateral Is a certificated sequrity In registered form and the

12 sequrity certificate has baen dellvered to the secured party under

13 saction 41-08-27 pursuant o the debtor's security agreement; or

14 (4 The collateral Is deposit accounts, electronic chattel paper, Invesiment

15 _ i ‘ _ L el oy .
. 16 and the sequred party Has control under sectlon 41-09-04, 41-09-05, N

17 .09-08, or 41: {0 the debtor's securlty agroement.

18 3.  Subsectlon 2 Is subject to seclion 41-04:22 on the segurity lm_eréé't’of acollecting

18 bank, sectlon 41-06-18 on the security interest of a letter-of-credit issuer or

20 nominated person, sectlon 41-09-10 on a security interest arising under chapler

21 41-02 or 41-02.1, and section 41-09-16 on security interests in investment

22 property.

23 4, e ecome n debtor by a secur eement entered Int

24 another person If, by operation of law other than this chapter or by contract;

25 a, The security agreement becomes effective to create a security interest in the

26 person's property; or

27 b. The person becomes generally obligated for the obligations of the other

28 person, including the obligation secured under the security agreement, and

29 acquires or succeeds to all or substantially all of the assets of the other

30 person,
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¢, May create a sacurily Interest In the collateral,
4, |fthe secured panty is a buyer of accourits, chatle! paper, payment intangibles, or

promissory noles or a consignor;
8, Subsection 1 does not apply uniess the secured party is entitled under an
aqreement:
{1) Tocharge back uncollected collateral; or
(2) Otherwise lo full or limited recourse agalnst the debtor or a secondary
obligor based on the nonpayment or other defaull of an account deblor
or other obligor on the collateral; and
b. Subsactions 2 and 3 do not apply.
41-09-18. (9-208) Additional dutles of secured party having control of collateral,
1. This section applies to cases in which there Is no outstanding secured obligation
and the secured parly Is not committed fo make advances, Incur obligations, or
oherwise give value,
Within ten days afler recelving an authenticaled demand by the debtor:
a. A secured party having control of a deposit account or arumariificated:

© O NN D W N -

—— — — — —. -—
N bW - O
L

—
D

17 - niiiaim ol oaRRsit under subdivision b of subsection 1 of section 41-09-04

18 shall send to the bank with which the deposit account S¥tRSrtifcated - “\
19 tificats of ddpoeN is maintained an authenticated statement that releases

20 the bank from any furiher obligation to compi nstructions originated b \
21 the secured pary:

22 b, Asecured pary having control of a deposit account or. g uncertificated

23 -qpmifisatact deposi under subdivision ¢ of subsection 1 of section 41-09-04

24 shall:

25 {1) Pay the debtor the balance on deposit in the deposit account or

26 y .

27 N {2) Transfer the balance on depasit Into a deposit account or an

28 C e A ate of deposiin the debtor's name,

29 XA secured party, other than a buyer, having control of electronic chattel paper

u%emlon 41-09-05 shall:

. \\‘._‘_____ ,,__..,a-/“"//
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J. Tha local law of the Jurisdiction under whose cerlificate of title the goods are
covered governs perfaction, the effact of perfection or nenperfection, and the

priority of a sagurlty interest in goods covered by a cartificate of tiile {rom the Yime
the goods become covered by the cedificate of title unlii the goods cease to be

govered by the certificate of ttla.
24, (9. riung perfection and priority of security nterests In

1. Thelocsllaw of a bank's jurlsdiction governs perfection, the effect of perfection or
nonperfeglion, and the priority of a securlty interest In a deposit acount or
carificie of deposil maintained with that bank,

2. The following rules determina a bank's juriadiction for purposes of this part:

a, Ifan agreement belween the bank and the deblor governing the deposit
account oe certificate of depoeit.expressly provides thal a paricular
Jurlsdiction s the bank's jurisdictlon for purposes of this par, this chapter, or
this title, that Jurisdiction Is the bank's jurisdiction,

b, lf subdlvision a does not apply and an agreement betwaen the bank and its
provides that the agreement Is governed by the law of a paricular jurisdiction,
that Jurisdictlon Is the bank's jurisdiction,

c. If neither subdivision a nor b applies and an agreement hetween the bank and

he bank's customer governing t osit account op.osiNbetd &f deposi

; o QUHBER 8 A:
maintalned at an office in a particular jurisdlction, that jurisdictio he bank’

Jurisdiction,

d. |fwone of the preceding subdivisions applies, the bank's jurisdiction Is the
jurlsdistion in which the office identifled in an account stalement as the office "

serving the customer's account Is located.

e. Ifnone of the P | di is.the

jurlsdiction in which t

41-09-25. (9-305) Law governing perfectio
Investment property,

curity interests in
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1. Excepl as otherwise provided I subsection 2 and subsection 2 of section
41-09-32, a financing statement must be flled to perfoct all security interests and

agricultural liens,
The filing of a financing slatement s not necessary to perfect a seeurity interest;

© @ N OO R L W)

N N 2 = a xa aa a oa
N

2
.

25

A

a
R
G

-

That Is perfected undar sqction 41-09-29 when It allaches;

in property sublect to a statute, regulation, or treaty deseribaed In subsection 1
of saction 41-09-31;

In goQds in possession of a ballee which is perfected under subdivisionaor b
In certificated securities, documents, ggads, or instruments which Is cerfected
without filing or possesslon under subsaction 6, 6, or 7 of section 41:09-32;
In collateral In the sequred party's possession under seclion 41-09-33;

In a cedificated security which is perfected by delivery of the security
mmum@ﬂwmmwamm@ﬂ;

perfected by control under section 41-09-34;
In proceeds which Is perfected under section 41-09-3§;

That s gerfected und_er section 41 Qg Q. g

¢ ssign rfec curity | r Iu Llien; fi’l'l‘n

Mﬂmmﬂmmmmmgmuw_mwu

24 Mﬂadmgf and trafsterees from the orlginal debtor,

41-09-31, (9-311) Perfe of securlty interests in pr ibject to certai

utes, regulations, and treaties,

26 sta
27
28
29
30
31

1

Except as otherwise provided in subsection 4, the flling of a financing statement Is

not necessary or effective to perfect a securily interest in propenty subject to.

a.

A statute, requlation, or treafy 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 subsection 1 of section 41-09-30;
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o 1 R, Seclion 38-01-06.1;

2 ¢,  Acedificate-of-title stalule of another jurlgdiction which provides for a secyrity
3 Inte K condition or resylt of the

4 securlty interest's obtalning priorlty over the rights of @ lien areditor with

6 respect to the property; of /

8 S0 DR AT OO

7 - & Compliance with the requirements of a statute, regulation, or reaty described In

8 < mmmm@muwmmgmwﬂwmlmmmm
10  provided in subsection 4 and sections 41-09-33 and subsections 4 and § of section
11 41-09-38 for goods covered by a cerificate of title, a security inlerest in property
12 sublact to a gtatute, regulation, or trealy described in subsection 1 may be

13 perfevied only by compllance with those requirements, and a security Interest so
14 perfected remains perfected notwithstanding a change In the use o transfer of

16 posyession of the collateral,

. 16 3. Exceptas olherwise provided In subsection 4 and subsections 4 and 5.0 section
17 41:09-36, duration and renawal of perfaction of a securily Interest perfected by
18 compliance with the requirements prescribed by a statute, regulation, or ireaty
19 described in subsection 1 are governed by the statute, regulation, or treaty. In
20 other respects, the security Interest Is subject to this chapter,
21 4, During any period In which collateral subject to a statute specified in subdivision b
22 of subsectlon 1 Is Inventory held for sale or lease by a person or leased by that
23 person as lessor and that person is In the business of selling goods of that kind,
24 this section gge§ not apply fg a sacurity Interest In that collateral created bithg.\
26 son” |
26 - 1»9{2. (9-312) Perfection of security interests in chattel paper, deposit
27 aecounts, documents 8 Cov b ume inst ts, Investmen
28 |efter-of-credit rights, money, anduncertificated certificates of deposita Perfuction b
29 /permissive g - Temporary perfection without filing or transfer of possession
30 1. Asecurlly Interest in chattel paper, negotiable documents, instrumentscot
3 nvestment property ma dected by fllng,

. ——

o ek s e b
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1 2. Fxceplas otherwise provided in subsections 3 and 4 of section 41-09-38 for

2 ,

3

4

8

6 gecurily interest in a letter-of-gredit right may be perected only by control

7 / under section 41:09-34; and

9 \ perfacled only by the secured party's taking possesslon under section

0 N 41:09:33

11 A .__wnus_gmwmmmsm_mﬁmmmnmﬁmﬂggmm

12 qwmmmn&m

13 a.  Asecurity Interest in the goods may be perfected by perfecting a securlty

14 Interest in the document; and

16 b.  Asecurity interest perfacted In the document has prlority over any security
. 16 Interest that besomes perfacted In the goods by another method during that

17 time,

18 4, While goods are In the possession of a bailee that has issued a nonnegotiable

19 document covering the goods. a security Interest In the goods mav be perfected

20 hy;

21 a. Issuance of a document In the name of the secured party; .,

22 b. Theballee's receipt of notification of the secured party's tmg[ggg': or

23 ¢. Flling as to the goods.

24 5,

26

26

27 : ‘

28 6. A perfected secur m{eresﬂn‘a'ﬁéaf)ﬁ;ble document or goods In possession of a

29 ballee, other than one that has lssued a negotiable document for the goods,

30 remains perfected for twenty days without filing if the secured party makes
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8,

avallable to the debtor the goods or documents representing the goods. for the

purpose of;

2. Ultimate sale or exchange; or

. Loading, unloading, storing, shipping, iransshinping, manufacturing,
Rrocessing, or otherwise dealing with them in a manner preliminary to thelr
sale or exchange,

A perfected security Interest In 4 Gaxiiamng corifionie whlapgiig 21 ficatod
wmuumwwmmpemmmmmw_wmmmm

secured panty delivers the security certifl
instrument to the debtor for the purpose of;

a, Ullimate sale or exchange; or

k. Presentation, collection, enforcement, renewal. or registration of transfer.
WM&M&&M&MM&J&M@Q@

smmmmlmm_@mummmm
security interest without fillng,

1.

3

Except as otherwise provided In subsection 2, a secured pary may perfect a
WLMEWMMM@Mmm
ggm._ﬂm_rne__a, money, or tangible chattel paper by taking possession of the
collateral, A sacured parly may perfect a security lnterest In_cerlificated securities

MMQM&@MMMJW&M
ficate of title | 1

nl umstances described In Fsact 09:26.

With respect to coliateral other than cerliticated securities and goods covered by a

docyment, a secured party takes possession of collateral in the possesgsion of a
person other than the debtor, the secured party, or a lessee of the collateral from

the debtor in the ordinary course of the debtor's business, when:

a. The person In possesslon authenticat2s g record acknowledging that it holds
possesslon of the collateral for the secured party's benefit; or
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4ummm&nmwm g
L A.&gmnﬂy.mm in.Inyestment property, deposit accoun's. MammmtaNmG 3 \

p ChslifammmmbNNRONits jottor-of-cradit rights, or electronic challel paper may be
" parfected by control of the collatersl under section 41:09-04, 41-09-05, 41:09-08,

2 Ammmmmmmmmmmwmm
MMWW&MMUMML@Q’
Wmnmmmnwummwmmm%

2 MWMMMMWMQ@
MMMMW@M&WE@HQ@M!

s o A W

& mmmmﬂwmﬂ
b, Qne of the following occurs,

(1) lfthe collateral I a certificated security, the deblor has or acquires
possgesgsion of the security certificata;
{2) lfthe collateral Is an uncertificated security, the issuer has registered or

reqisters the debtor as the reqistered owner; or
(3) Ifthe collateral Is a security entitiement, the debtor Is or becomes the

entitlement holder,
41-09-36. (9-315) Secured party's rights on disposition of collateral and in

22 progeeds,

23 1. Except as otherwise provided in this chapter and in subsection 2 of section

24 41-02-48,

26 a. Asecurity Interest or agricultural lien continues in collateral notwithstanding

26 sale, lease, license, exchange, or other disposition thereof unless the secured

27 part horized the disposition fr e security inter r agricultural llen;

28 and

29 b, Asecurity interest attaches to any identifiable proceeds of collateral,

30 2. Proceeds that are commingled with other property are identifiable proceeds:
. 31 a. |fthe proceeds are goods, to the extent provided by section 41-09-56; and
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1 b, The explralion offour morihe alerthe 6oods had become socovared,
2 6, AsecurilyInierestIn deposlt accounts, cariificates. of déooalk aller-of-credit righis,
3 ot Investment proper perfected under the leea of the bank's jurisdiction,
4 the lssuer's Jurlsdir! rgon’s lyrisdiction, the sacurities
: Intermediary’s Jurled ihe commody Intarmediary's jurisdction, a3
8 applicable, remaing perected until the earlier of.
7 8. The time the securlty Interest would have become unperfected under the law
8 of that jurlsdiction; or
9 b, The expiration of four months after & change of the applicatie jurisdiction to
10 another jurisdiction,
11 L. |fasecurly interest degcribad in subseclion 8 becomes perfected under the law of
12 the other Jurlsdiction before the earler of the time or the end of the period
13 described in that subsection, it remaing perfected thereafter, If the security Interest
14 does not become perfected ynder the law of the other Jurlsdiction before the earlier
16 of that time or the end of that period, it becomes unperfected and Is deemed never
16 1o have been perfected as against a purchaser of the coliateral for value.
17 41-09-37. (9-317) Interests that take priority over or take free of security Interest
18  or agricultural lien,
19 1. Asecurity interest or an agricultural llen Is subordinatg to the rights of;
20 a, Aperson entitled to priority under section 41-09-42; and
21 b. Except as otherwise provided In subsection 6, a person that becomes a flen
22 f for arller Ime;
23 (1) The securlty interest or agricultural llen Is perfected. or
24 (2) One of the conditions specifled in subdlvision ¢ of subsection 2 of
25 sactlon 41-09-13 Is met and a financing statement covering the
26 collateral is filed,
27 2. Exceptas otherwiss provided in subsectlon 5, a buyer, other than a secured pary.
28 of tangible chattel paper, documents, goods, Instruments. or a securlty certificate
29 takes free of a securlty interest or agricultural lien If the buyer gives value and
30 recelves delivery of the collateral without knowledge of the security interest or

agricuitural llen and befcre It is perfected.

(€]
-~
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2

For purposes of determining the rights of a creditor of a consignee, law other than
this chapter determines the rights and title of a consignee while goods are in the

consignee's possession if, under this part, a perfected security interest held by the

consignor would have priority over the rights of the creditor,

41-09-40. (9-320) Buyer of goods.

1.

—

[

Excapt as otheiwise provided in subsecﬂon 5, abuyer In ordinary course of ..

business, other thaaa person buwnq farm products from a person engaged ln

farming oper‘atlons takes free of a security interest created by the buyer's seller,

even if the security interest is perfected and the buyer k_ows of its existence %

Except as otherwlise provided In subsection 5, abuyef of G30ds from a_person who
MQ“T’/M arlly for personal, family, or household
purposes takes fiue of a securlty interest, even If perfected, If the buyer buys:

a, Without knowledge of the security interest,

b, FEor value

c. Primarlly for the buyer's personal, family, or household purposes: and

d. Before the filing of a flnancing statement coveting the goods,

To the extent that It affacts the priority of a security Interest over a buyer of goods
under subsection 2, the period of effectiveness of a filing made In the jurisdiction.in
which the seller Is located is governed by subsections 1 and 2 of section 41:09-36,
A buyer In ordinary course of business buying oil. gas, or other minerals at the
wellhead or minehead or after extraction takes free of an interest arising out of an
encumbrance,

Subsections 1 and 2 do not affect a securily Interest in goods in the possession of
the secured pary under section 41.09-33,

If. a secured party who has parfected a securlly Interest in crops or livestock orita
o.or ctherwise, which includes
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agricultural liens, intends to impose liability for the securily inlerest or lien against a

crop or livestock buyer, the name of the secured pary or lienholder must appear

on the most current list distributed by the secretary of state pursuant to section 34

of this Act, In order to appear on the list, secured parties or lienholders must file

with the secretary of state or in the office of the reqister of deeds in any county in

this state a form prescribed by the secretary of state which contains the

information prescribed by the sucretary of state under section 41-09-92 or

contained on a form prescribed by the secretary of state under section 35-17-04,
35-30-02, or 35-31-02.
When a crop or livestock buyer Issues a check or draft to_a person engaged in

farming operations in_payment for crops or livestock in order to take free of security

interests or liens agalnst such crops or livestock, the crop or livestock buyer must
issue the check or draft for payment jointly to the person engaged in farming
operations and those secured parties or lienholders who have a security inlerest or
lien in the crops or livestock sold and whose names appear on the most current list

or lists distributed by the secretary of siate at the time the check or draft Is Issued.
A claim for relief may not be commenced by a secured pary or llenholder against
a.crop or livestock buyer for a loss Incurred as a result of issuing a check or draft
after January 1, 1986, which does not inciude the name of a secured party or
llenholder under this section more than elghteen months after the date of the

check or draft untess within the elghteen-menth perlod the secured party ot
llenholder sends a notice as provided under this section, but in no avent can the

action be commenced more than five years after the date of the check or draff,
The notice must:

a, Be sent by certifled mallto, or personally seryed upon, the crop or livestock
huyer:
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e. Give adescription of and the amount of crops or livestock upon which the

?‘;;
- g ;

2 claim is based; and
an f. State that the secured party or lienholder has commenced an action seeking
4 " judgment against the person engaged in farming operations or such person
5.&,‘ has filed or has been placed in bankruptcy or receivership proceedings under
chapter 32-10,
7\’::\ 8. A complaint by a secured party or llenholder may not be filed or served against a
Qv”' crop or livestock buyer for collection of any loss sustained by the secured party or
9>"‘\1 lienholder through any transaction filed pursuant {o subsection 6 until;
10;70( a. A judgment has been obtained and a good-faith effort made to collect that
‘Mk judgment against the person engaged in farming operations, or that
1 3 proceedings against the person engaged In farming operations were stayed

13 by federal bankruptcy proceedings, or that racelvership proceedings have
)
q

been commenced under chapler 32-10;

15 b.  Within eighteen months following the date of the check o draft, the notice
. 1) required to be sent pursuant to subsection 7 was served upon the crop or

1Z. livestock buyer and reciting or incorporating by reference all the information

18\ contalned [n that notice: and

1&.&5 c. Alistis made of any other collateral taken by the secured party or llenholder

20":;. as securlty on the same debt from the person en farming operations,

21 Including a statement of value, status, and plans for application of such

Fy collateral to the indebtedness of the person engaged in farming operations.

23*? 9. Acrop or llvestock buyer takes free of any security Interest created by, or any lien

24 against crops or livestock of. the person engaged In farming operations If:

25 ) a, The crop or livestock buver has complied with the requirements of

2%

T b

28°

2y
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¢. The name of the person represented to be the seller of the crops or livestock

does not appear on the most current list prepared and distributed pursuant to

sections 33 and 34 of this Act
41-09-41, (9-321) Licensee of general intangible and lessee of goods in ordinary

course of busi
1. In_this section, "licenses in ordinary course of business" means a person that

—

becomes a licansee of a general intangible in good faith, without knowledge that
the license violates the rights of another person in the general intangible, and in
the ordinary course from a person in the business of licensing general intangibles
of that kind. A person becomes a licensee in the ordinary course if the license to

25 © @ N o o &ﬂy‘aﬁz‘

the person comports with the usual or customary practices in the kind of business

12 in which the licencor is engaged or with the licensor's own usval or customary

13 practices,

14 2. Alicensee in ordinary course of business takes its rights under a nonexclusive

15 license free of a security interest in the general intangible created by the licensor,
16 even if the security interest is perfected and the licensee knows of its existence,
17 3. Alessee inordinary course of business takes its leasehold interest fres of 3

18 security [nterest In the goods created by the lessor, even if the security interest is
19 perfected and the lessee knows of its existence,

20 41-09-42, (9-322) Priorities among conflicting security interests in and

21 ticultural lisns a latera

22 1. Except as otherwise provided In this section, priority among conflicting security

23 § 8 al lie ame collate otermine

24

26 a. Conflicting perfected security interests and agricultural llens rank aceording to
28 priotity n time of fillng or parfection. Priority dales from the earller of the time
27

28

29

30

(4> ]
-
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1 ¢. Seclion 41-05-18 with respect to a security interest of an issuer or nominated
2 person; and -
3 d. Section 41-09-10 with resoegt to 2 segurity interest arislng under chapter
4 4102 or 41:02.1,
5 e “A oerfected agricultural lien on collateral has priorily over
6 - i/ Sl B\l over a conflicting securlty interest in or agricultural lien on the
7 same collateral if the statute creating the agricultural lien §043rovld'es;
8 41-09-43, (9-323) Future advance - T
9 —~— _L\xcgpt as otherwise om;de&iﬁggectlon 3, for purposes of determining the
10 priority of a perfected security Interest under subdivision a of subsection 1 of
1 section 41-09-42, perfaction of the security interest dates from the time an
12 agvance s made to the extent that the security interest secures an advance that;
13 a, s made while the security interest is perfected anly:
14 {1} Under section 41-09-29 when it attaches: ur
16 (2) Temporarlly under subsection 6, 8, or 7 of section 41-09-32; and

Is nol made pursuant to a commitment entered into before or while the

security interest is perfected by a method other than under section 41-09-29

B N
~N O
iS4

18 or subsection 5, 8, or 7 of section 41-09-32,

19 2. Except as otherwise provided in subsection 3, a security interest Is subordinate to
20 the rights of a person that becomes a lien creditor to the extent that the security
21 erest e a de more -five days after the perso
22 ecome redit less the ad l 8:

23 a. Without knowledge of the lien. ot

24 b. Pursuantto a commitment entered into without knowledge of the llen.

26 3. tlons 1 and 2 do nota o a securi st held sacure

26

27

28 4,

29

30

[~ 4
—
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1 a, Otherwise would have priority solely under subsection 1 of section 41-09-42
2 or seclion 41-09-44; or

3 b, Arose solely under subsection 3 of section 41-02-90 or subsection 5 of

4 section 41-02.1-56,

5 41-09-46. (9-326) Priority of security interests created by new debtor.

6 1.  Subject to subsection 2, a security interest created by a new debtor which Is

7 perfected by a filed financing statement that is effective solely under section

8 41-09-79 in_collateral in which a new debtor has or acquires rights is subordinate
9 to a securlty Interest in the same collateral which is perfected other than by a filed
10 financing statement that Is effective solely under section 41-09-79.

11 2. The other provisions of this part determine the priority among conflicting security
12 Interests in the same collateral perfected by filed financing statements that are

13 affective solely undér section 41-09-79, However, if the security agreements to
14 whlmd/ new debtor became bound as debtor were not entered into by the same
16 ,6t[alnal debtor, the confiicting securlty Interests rank according to priority In time of

the new debtor's having become bound, \
17 41 09-47, (9-327) Priority of security interests it deposit account and.

18 (ncertificated certificate of deposR. The following rules govern priority arnong conflicting

19 security interests in the same deposit account or uncertificated certificate of deposit: -+
0 1. Asecurlty mgergst held by a secured party having control of the deposit account ot

Y
N

21 sgction 41-09-04 has priority over a

22

23 2. mmmmmmm&muﬁmn terests perfected

24 by control under section 41-09-34 rank acgording to priority in time ¢f obtaining

25 control,

26 3. Except as otherwise provided in subsection 4, g securily Imergsg held by the bank

2

28

29 4, Asecurity interest perfected by control under subdivision ¢ of subgection 1 of

30 saction 41-09-04 has priority over a security interest held by the bank wif which
. 31 hardlaposit account or uncertificated certificate of deposit i malntiined

M
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1 8. A security interest in fixtures, whether or not perfected, has priority over a

2 conflicting interest of an encumbrancer or owner of the real property if;

3 a, The encumbrancer or owner has, in an authenticated record, consented to

4 the security interest or disclaimed an interest in the goods as fixtures; or

5 b. The debtor has a right to remove the goods as against the encumbrancer or

6 owner,

7 7. The priority of the security interest under subdivision b of subsection 6 continuas

8 for a reasonable time if the debtor's right to remove the goods as against the

9 encumbrancer or swner terminates.

10 8, A mortgage is a construction martgage to the extent that it secures an obligation

11 Incurred for the construction of an improvement on land, including the acquisition

12 cost of the land, if a recorded record of the mortgage so indicates, Except as

13 otherwise provided in subsections § and 6, a security interast in fixtures is

14 subordinate to a construction mortgage if a record of the mortgage Is recorded

18 before the goods become fixiures and the goods become fixtures before the
. 16 completion of the construction. A mortgage has this priority to the same extent as

17 a construction mortgage to the extent that it (s glven to refinance a construction

18 mortqage,

19 9, Aperfected security interest in crops growing on real property has priority over a

20 confiicting interast of an encumbrancer or owner of the real property if the debtor

21 has an Interest of record In or Is In possession of the real property.

22 ,}ﬂ*ﬂ' DERCRON. I DIV QYR MY CONEIStEN. jona of sectio

23 41:00:86, (9-338) Accesslons, e

24 1. Asecurity interest may be created in an accession and continues in collate

26 n_gpmeg_ag.mgj_m e

26

27

28

29
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1 a, Asocurity interest that is perfected under subsection 4 has priocity over a
2 security interest that is unperfected at the time the collateral hecomes

3 commingled goods,

4 b. [f more than one security interest is perfected utider subsection 4, the security
5 interests rank equally in proportion to the value of the collaleral at the time it
6
7
8
9

became commingled goods,
41-09-57, (9-337) Priority of security interests in goods covercd by certificate of
title. If, while a security interest in goods is perfected by any method under the law of another

jurisdiction, this state issues a certificate of title that does not show that the goods are subject
10 to the security Interest or contain a statement that they may be subject to security interests not
11 shown on the certificate:

12 1. Abuyer of the goods, other than a person in the business of selling goods of that
13 kind, takes free of the securlty interest if the buyer gives value and receives

14 delivery of the goods after issuance of the certificate and without knowledge of the
15 security interest; and

16 2. The security Interest is subordinate to a conflicting security interest in the goods
17 that attaches, and is perfected under subsection 2 of section 41-09-31, after

18 issuance of the certificate and without the conflicting secured party's knowledge of

19 the security Interest, P
%0 41-09-58, (9-338) Prlority o ’ |

filed financing statement providing information described in subdivision e of subsection 2 of

23\ section 41-09-87 which is Ingieels the time g financing statement is flled:

2 1. These Bres bod e.to a conflicting perfected sec Interest in the
Ruwawd atera wﬁ(r the holder of the conflicting security interest gives value
fpranss ?%s In reasonable reliance upon the Incortect Information; and
.‘&'6‘M‘ 27 2. Apu V other than a secured parly. of the collateral takes free of the secy

&h,,, hat, in reasonable rellance upon the incorrect information
9 he pucehs .Jl- 05 value and, In the case of chattel paper, documents, goods
30 mmwmmwmmmm
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1 41-09-59, (9-339) Priority subject to subordination. This chapter does not preclude
2 subordination by agreement by a person entitled to priority.

3 41-09-60. (9-340) Effectiveness of right of recoupment or set-off against deposit
4 account onas'of Sepbot.

5 1. Except as otherwise provided in subsection 3, a bank with which a deposit account
6 or angifiente: el denemil s maintained may exercise any right of recoupment or

7 set-off against a securad party that holds_a security interest in the deposit account
8  oradiipaie.ob Sesobs:

9 2. Except as otherwise provided in subsection 3, the application of this chapter to a
10 securily Interest in a deposit account or corificaln of dwdoslk does not affect a right
1 of recoupment or set-off of the secured party as to a deposit account Ol iR
12 ohsiapolt Taintained with the secured party.

13 3. The exercise by a bank of a set-off against a deposit account or EEEaNEiNY:
14 cmmmait is Ineffective against a securad pary that holds a security interest in the
16 deposit account or céifiéate of dép ich Is perfected by control under

16 subdivision ¢ of subsection 1 of section 41-09-04, if the set-off is based on a claim
17 against the debtor,

18 41-09-61. (9-341) Bank's rights and duties with respect to deposit account or

19  geuMReute of defiddR, Except as otherwise provided In subsection 3 of section 41-09-60, and
20 unless the bank otherwise agrees in an authenticated record, a bank's righis and duties with
21 respect to a deposit accouniae cariiicany of depaeit maintained with the bank are nat

22 terminated, suspended. or modified by;

23 1. The creation, attachment, or perfection of a securlty interest in the deposit account
24 R W Os 1t 4

28 2. The bank's knowledge of the security interest; or

26 3,

27 6

28

29

30

&>
~—
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1 ¢reation, attachment, perfection, or enforcement of a security interest in, the
2 account, chattel paper, payment intangible, or promissory note; or

3 b. Provides that the assignment or transfer or the creation, attachment,

4 perfection, or enforcement of the security interest may give rise to a default,
5 breach, right of recoupment, claim, defense, termination, right of termination,
6 or remedy under the account, chattel paper, payment intangible, or

7 promissory note.

8 5. Subsection 4 does not apply to the sale of a payment Intangible or promissory

9 note,

10 6. Except as otherwise provided in sections 41-02,1-33 and 41-09-69 and subject to
1 subsections 8 and 9, a rule of law, statute, or requlation that prohibits, restricts, or
12 requires the consent of a government, governmental body or officlal, or account
13 deblor to the assignment or transfer of, or creation ¢f a security interest In, an

14 account or chattel paper Is ineffective to the extent thai the rule of law, statute, or
16 regulation;

16 a, Prohibits, restricts, of requires the consent of the government, governmental
17 body or official, or account debtor to the assignment or transfer of, or the

18 creation, attachment, perfection, or enforcement of a security interest in the
19 account or chattel papet; or

20 b. Provides that the assignment, transfer, creation, attachment, perfection, or
21 enforcement of the security interest may qive rise fo a defauit, breach, right of
22 tecoupment, claim, defense, termination, right of termination, or remedy
23 d chattel pa

24 L. Subjectto subsection 8, an account debtor may not walve or vary its option under
25 subdivision ¢ of subsection 2,

28 8, I tion Is t {0 law other than this ich establishes a different
27 rule for an account debtor gd the :

28 primarily for personal, family, or household purposes.

29 9. This section does not apply to an assignment of @ heaith ¢ae insurance

30 |

Reaves) shwehan 1O
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a. ls not enforceable against the person obligated on the promissory note or the

account deblor;
b, Does not impose a duty or obligation on the person obligated on the

promissory note or the account debtor;
Does not require the person obligated on the promissory note or the account

[N

debtor to racognize the security interest, pay or render performance to the

secured party, or accept payment or performance from the secured party;
Does rot entitle the secured parly to use or assign the debtor's rights under
the promissory note, health care insurance receivable, or general intangible,

© 0O N O N s W AN

including any related information or materials furnished to_the debtor in the

-
<O

transaction glving rise to the promissory note, health care insurance

recelvable, or general intangible;

Does not entitle the secured party 10 use, assign, possess, or have access to

—
-

—_
W N

any trade secrets or confidential information of the person obligated on the

—
k-

promissory note or the account debtor; and
Does not entitle the secured party to enforce the security interest in the
—— % #' ‘\promlssozy note, health care insurance receivable, or general intangible,
ﬂ_&ﬁ_{g -409) Restrictions on asslgnment of letter-of-credit rights ineffective.
1. Alermin alefter of credit or a rule of law, statute, regulation, custom, or practice
applicable to the letter of credit which prohiblts, restricts, or requires the consent of
an applicant, lssuer, or nominated person to a beneficlary's assignment of or

creation of a security interest in a letter-of-gredit right is Ineffective to the extent
that the term or rule of law, statute, regulation, custom, or practice:

a  Would impair the creation, attachment, or perfection of a security Interest (n

mamug*ﬂml_aﬁmm_mmmmmmmmnmﬁmﬁ
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1 applicabls to the letter of credit, to the transfer of a right {0 draw or otherwise

2 demand performance under the letter of credit, or to the assignment of a right to

3 proceeds of the letter of credit, the creation, attachment, or perfection of a security
4 Interest in the letter-of-credit right:

5 a. s not enforceable against the anplicant, issuer, nominated person, or

6 transferee beneficiary;

7 b. Imposes no duties or obligations on the applicant, issuer, nominated person,
8 or transferee beneficiary; and

9 c. Does not require the applicant, issuer, nominated person, or transferee

10 beneficlary to recognize the security interest, pay or render performance to
1 the secured party, or accept payment or other performance from the secured
12 party,

13 41-09-72. (9-501) Filing office.

14 1. Except as otherwise provided in subsection 2, if the local law of this state governs
15 petfection of a security Interest or agricultural lien, the office In which to file a

16 financing statement to perfect the security Interest or agricultural lien is:

17 a 8 office deslgnated for the filing or recording of a record of a mortgage on
18 the related real property, if:

19 (1} The collateral Is as-extracted collateral or timber to be cut; or

20 (2) The financing statement Is filed as a fixture flling and the ¢ollateral is
21 goods that are or are to bacome fixtures: or |

22 b, The office of the ragister of deeds In any county In this state or in the office of
23 the secratary of state. In ali other cages, including a case In which the

24 collateral Is goods that are or are to become fixtures and the financing

26 statement is not flled as a fixture filing,

26 2 ce ch t 2 0 t acurity Interes
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1 1. Subjectto subsection 2, a financing statement is sufficient only if the statement;
2 a, Provides the name of the debtor;
3 b, Provides the name of the secured party or a representative of the secured
4 party;
5 ¢. Indicates the collateral covered by the financing statement;
6
7
8
g
10
1o/
12/
/ y
13 |
14 |
16
16
18 VA Excem as otherwisé nrovlded in_subsection 2 of saction 41 09_&!0 be sufficient,
19 \“a_a financing statement that covers as-extracted cqllateral orﬂ?nber to be cut, or
20 which is ﬂied as a fixture filing and covers goods that are or are to become fixtures,
21 must satisfy subsaction 1 afid also;
22 a, Indic overs this f collateral;
23 b, ca it Is to be filed for record gal-property records;
24 ¢ Provide a description of the real property to which the collateral is related
25 sufficlent to glve canstructive notice of a martgage under the law of this siate
28 if the descripion were contained In a record of the mortgage of the real
27 property; and
28 jel 08 ave_ 8
28 the name of a record owner,
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1 3. Arecord of a mortgage is effective, from the date of recording, as a financing
2 statement filed as a fixture filirig or as a financing statement covering as-extracted
3 collateral or timber to be cut only if:
4 a. The record indicates the goods or accounts that it covers:
5 b. The goods are or are to become fixtures related to the real property described
6 in the record or the collateral is related to the real property described in the
7 record and is as-extracted collateral or timber to be cut;
8 c. The record satisfies the requirements for a financing statement in this section
g other than an indication that it is to be filed in the real-property records; and
10 d. The record is duly recorded,
11 4, A financing statement may be filed before a security agreement is made or a
12 security interest otherwise altaches,
13 Mm il JeRts) gafn prétgétrgﬂﬂh”r’\”égr"t' Yo cenlral notice systdmintst
14 orial change to réflisct that chanad, Thex%
15 v,
16 |
17
CI
20 N, N art :" "”“ Qn mrl séé‘{l” 3 *Oé’ﬁ&l or 410 09 96 or 88 Dart ofa
22 410974, (9-503) Name of debtor and secured party,
23 1L MMAMMMM@M& e of the debtor
24 a, [fthe debtlor is a reglstered organization, only If the financing statement
25 provides the natne of the debtor indicated on the public record of the dabtur's
26 Jurisdiction of organization wh.ch shows the debtor to have heen organized;
27 b, Ifihe deblor is a decedent's estate, only If the financing statement provides
28 the name of the decedent and Indicatus that the debtor /s an estate:
29 ¢. lithe debtor is. g trust or a trustee acting with respect to property held in trust,
30 8 tement:
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2

3

statement with respect to another secured pary of record.
A_continuation statement that is not filed within the six-month period prescribed by
subsection 4 of section 41-09-86 is ineffective,

financing statement Is filed under subsection 1 of section 41-09-85, the assignee

named in the initlal financing statement is the securad pady of record with respect

to financing statement.

|f an amendmaent of a flnancing statement which provides the name of a person as
a secured party or a representative of a secured party Is filed, the person named in
the amendment is a secured party of record. If an amendment Is filed under

subsection 2 of section 41-09-85, the assignee named in the amendment is a
secured party of record.

A person remains a secured panty of record uniil the filing of an amendment of the

financing statement which deletes the person.

41-09-83. (9-512) Amendment of financing statement,

1

Sublect to section 41-09-80, a person may add or delete collateral covered by,

continue or terminate the effectiveness of, or, subject to subsection §, otherwise

amend the information provided In, a financing statement by filing an amendment

that:
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1 & ldentifies, by its file number, the Initial financing statement fo which the
2 amendment relates; and
3 . Ifthe amendment relates to an inltlal financing stalement filed Qr recorded.in a
4 filiag office described In subdivision a of subsection 1 of section 41:09-72,
6 provides the Information specified In subsection 2 of saction 41-09-73,
6 2. Except as otherwlse provided n section 41-09-88, the filing of an amendment does
7
8 KN
9
10 amendrment,
11 4, jed by g
12 effective as 10 the added debtor only from the dale of the filing of the amendment,
13 6. Ap amendment is ineffective to the extent It;
14 a, Purponrts to delete all debtors and fails lo provide the name of a deblor to be
16 covered by the financing statement; or
. 16 b. Purporis to delate all secured partles of record and fails to provide the name
17 of cured party of recor
18 41-09-84, T n statement - Remedies - Faee
194 5 e Mo MAenoNiy sillsmant dovertrig consumer goods s filed after December 31.
4, 1973, then within one month or within ten days following written demand by the
21 debtor after there i ut ng secur Igation an commitment
2 make advances, incur obligations, or otherwise give value, the secured party shall
23-f" file with each filing officer with whom the financing statement was filed, a
24 terminatior. statement to the effect that the secured parly no longer claims a
28 security interest under the financing statement, which must be identified by fite
26,«“} number. In other cases when there is no outstanding secured obligation and ng
27 written commitment between the secured parly and the debtor to make advances,
2y8"" | Incyr obligations, or otherwise give value, the secured party, unless requested by
29.::‘": the debtor in writing to con the filing, must to each filing officer with
'n,,,a(? whom the financing statement was filed, a termination statement to the effect that
. 3,1, . the secured party no longer claims a security interest under the financing
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" 1y stalement nor under the central notice system, which shall be identified by file

r number. A termination statement submitted by a person other than the secured
3 4 party of record mus! be aceompanied by 8 separate writien statement of

4 asslgnment complying with section 41-09-88, Including payment of the required
g, fee. If any. If the affected secured parly falls to file a termination statement as
6.5 required by this subsection within sixly days of when the secured obligation Is fully
7, salisfled. and the debtor has not reguested in writing that the filing be continued,
8 then under section 41-09-120 the securad party Is llable to the debtor for one
9’ "y hundred dollars and for any loss caused to the deblor by such failure. The debtor's
10 written request for a fliing to be continued may be made at any time and be
e effective under this section. If the affected seured party fails to flle a termination
12" statement within ten days after proper written demand by the debtor, then under
13‘“" sectlon 41-09- cure is iable tor for one hun Nar
" and for any loss caused to the debtor by such failure,

1&9 2. Onpregentation Yo the filing officer of a lermination statement, the filing officer shall
16 note the termination statement In the Index, if the filing officer recelves the

i termination statement in duplicate, the fiing officer shall return one copy of the

18 termination statement to the secured party stamped to show the time of receipt of
19 the termination statement. If the flling officer has a microflim or other photographic
20 record or an optical disk of the financing statement. and of any related continuation
21 statement, statement of assignment, and statement of release, the filing officer
2 may remove the originals from the files at any time after receipt of the terminatjon
23}# statement, or If the filing officer has no such record, the filing officer may remove
24 the originals from the files at any time after one year after receipt of the termination
28, statement,

261} 3. The fee for filing and indexing a termination statement, Including sending or

27 delivering the financing statement, Is five dollars. For any financing statement filed
23:7% after April 8, 1991, the fee must be paid at the time the fee for filing the financing

29@ statement is paid.

30 41-09-85. (9-514) Assignment of powers of secured party of record.
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1 1. Except as otherwise provided In subsection 3. an initlal financing statement may
2 reflect an assignment of all of the secured parly's power to authorize an

3 1ing the name and mailing addrass
4 Mngwmmmw

5 2. Except as otherwige provided in subseclion 3, a secured party of record may

8 assign of record all or parl of its power to guthorize an amendment to a financing
7 slatement by filing In the flling office an amendment of the financing statement
8 which;

9 2. Identifies, by Its file number, the Initial financing statement to which it relates;
10 b, Provides the name of the assignor; and

11

12

13

14

= SR N
D O

17

18 L Excapt as otherwise provided in subsections &, 6, and 7, a filed finanging

19 s&a(ement Is effective for a period of five years after the date of filing.

20 27 Uy

21 3. The effectiveness of a filed financin ement laps the expiration o

22 ~perlod of its effectiveness unless before the lapse uation statement is flle
23 pursuant to subsection 4. Upon lapse, a financing statement ceases to be

24 sffective and any security interest or agricultural lien that was perfected by the

25 financing statement becomes unperfected, unless the security interest is perfected
26 otherwise. If the security interest or agricultural lien becomes unperfected upon
27 lapse, It is deem yer to have been perfected as against a purchaser of the
28 collateral for value,

29 4, A continuation statement may be filed only within six months before the expiration
30 of the five-year period specified in subsection 1.
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/"/‘&m IRANGRERS00N DOL COnt: 4 SOCIH 3G
a.  Arecord does not provide nformation Jf the flling otfiée s unable to read or

4, Arecord that Is communicated to the flling office with tender of the filing fee, but
which the filing office refyses to accept for a regson other than one set farth in
subsection 2, Is effective as a filed record except as agalnst a purchaser of the
collateral which glves value |n reasonable reliance upon the absence of the record

f fil

record correctly does not affect the effectiveness of the filed record,

infor

1. Aperson may file in the filing office a correction 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.

2. A correction statement must;

a. Identify the record to which It relates by the file number assigned to the initia

financing statement to which the record relates;
b. Indicate that it is a correction statement: and
¢. Provide the basis for the person's bellef 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 parson's belief

that the record was wrongfully filed,
3, The filing of a correction statement does not affect the effectiveness of an initial

financing stat or_other filed record.

41-09-80. (9-519) Numbering, maintaining, and indexing records - Communicating

rovided in records.
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4. Nole upon the copy the number assigned lo the record pursyani fo
subdlivislon a of subsection 1 of section 41-09-90 and the dale and {ime of the

flling of the record: and

O ©@ N D G WO N -
n

)
o

1 3 : g gha ate 3
12 following information to any person that requests i;

13 a Whethg_r..thére is on file on a date and time specified by the filing office, but
14 notddate earlier than three buslness days before the fling office recelves the
16 1t of an sariciatvirad lien crested unded

16

17

18 particular debtor at the address specified in the request;

19 (2) Has not lapsed under section 41-09-86 with respect to all secured

20 parties of record; and

21 (3) Bl Ishoery 112008 [f the request so states, has lapsed under
22 sectlon 41-09-86 and a record of which is malintained by the filing office
23 under subsection 1 of section 41-09-93;

24 b, 3

25 statement; and

26 ¢. \The information provided In each w

27 t t -

28 4, |ncomplying wi nder subsectio g offlce may communicate
29 information in any medium. However, if requested, the flling office shall

30 communicate information by issuing a written certificate.
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8. The flling office shall perform the acts required by subsections 1 through 4 at the

{ime and In the manner prescribed by flling-office rule, bul nol later than two

8 {he reqye

DU8INGSS davs aner e

1. The delay Is caused by Interruption of communication or computer facilities, war,

: 10 emergency condltions. failure of equipment, or other circumstances beyond conirol
11 of the flling office; and
12 2. The filing office exercises reasonable diligence under the circumstances,

1R+ 41:09-06, (9-525) Fees,

4. 1. The fee for fiing and indexing an original statement under this title, fifteen doliars
pius one dollar per additional page. An additional fee may not be charged for the

_ same statement fo gain protection under the central notice system.

1 2. The fee for filng and Indexing an amendment, continuation, assignment, release,

18 or subordination under this title, ten dollars plus one dollar per additional page. An

19 additional fee may not be charged for the same document to galn protection under

f 20»é the ¢ ic em

.21 3. Afee may not be charged for responding o a request for Information from the filing

22 office communicating whether there Is on file any financing statement or verified

| 23:;:' statement naming a particular debtor,
24 4, The fee for a filing office providing tnformation on specific filings on a paricular
25 debtor, including listing up to four lines of collateral covered by each filing, Is seven
26'53} dollars per debtor for the first five entries, plus two dollars for each additional five

B 7 entries or fractlon thereafter,
L2 5. The fee for a fling office providing coples of each fiing for a particular debtor Is

29 s seven dollars per debtor plus two dollars per page for each page over three pages.

The fee for a filing office providing certified copies of filings on a pardicular debtor is

seve lus on ar per g for attachment

R XY
-

S

(4

sz
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1

>

o

Consistant with this chapter; and
Adopted and published In accordance with chapler 26-32,
/ 41-09-98, (9-601) R'ghts after default - Judicial enforcement - Consignor or buyer

After default, a secured pary has the rights proyided In this pant and, except as

otherwise provided [n section 41-09-99, those provided by agreement of the

parties. A secured pary:

a. May reduce a claim to judgment, foreclose, or otherwise enforce the clalm,
security interest, or agricultural lien by any avallable Judiclal procedure; and

b. Ifthe collateral is documents, may proceed either ag {o the documents or as
to the goods they cover,

A secured party In possession of collateral or control of collateral under section

41-09-04, 41-09-08, 41-09-06, or 41-09-07 has the rights and duties provided In

section 41-09-17,

The rights under subsections 1 and 2 are cumulative and may be exercised

im s
Except as otherwise provided in subsection 7 and section 41-09-102, after default,

a debtor and an obligor have the rights provided in this part and by agreement of

the les

If a secured party has reduced its claim to judgment, the lien of any levy that may
be made upon the collateral by virtue of an execution based upon the judgment

lates back 1o the earliest of:
The date of perfection of the security interest or agricultural lien In the

a.
collateral;
b. The date of filing a financing statement covering llateral; or
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1 8. Subsection 8 of section 41-09:111, which deals with calculation of a deficiency or
2 surplus when a disposition is made fo the secured pary, a pergon rejated to the
f secured party, or 8 secondary obligor;

Sk qa Seclions 41:00-118 \hrough 41:00-117, which deal with acceptance of coliateral in
& satisfaction of obligation;
6 10, Sectlon 41-09-118, which deals with redemption of collateral;
7 11, Section 41-09-119, which deals with permissible waivers: and
8 12, Sections 41:00-120 and 41-08-121, which deal with the securad party's llability for
9 fallure to comply with this chapter,
10 41-00-100. (9-803) Agreement on standards congerning rights and dutles,
" 1. The paries may datermine by agreement the standards measuring the fulfiliment
12 of the rights of a deblor or obligor and the duties of a secured party under a rule
13 slated n section 41-09-09 if the standards are not manifestly unreasonable,
14 2. Subsection 1 does not apply to the duty under section 41-09-108 to refrain from
18 breaching the peace.
‘ 16 41-09-101. (9-604) Pracedure if security agreement covers real property or
17 fixtures.
18 1. f asecurity agreement covers both personal and real propertly, a secured party
19 may proceed;
20 a. Underthis a he personal propery with rejudicing any rights wi
21 respect to the real praperty; or
22 b. As ht r i pr the real property | ance with th
23 rights with respect to the real properly, in which case the other provisions of
24 no |
25 2. Subjectto subsection 3, If a security agreement covers goods that are or become
26 fixtures, a secured party may proceed;
27 a. Under this part or
28 b, In accordance with the rights with respect to real property, In which case the
29 other provisions of this part do not apply,
30 3. Subject to the other provisions of this part, if a secured party holding a security
. 31 Interest in fixtures has priority over all owners and encumbrancers of the real
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1 propedy. the secured panty, after defaull, may remove the collateral from the real
2

3 4,

4

)

6

7

8

9

10 the obligation to reimburse,

11 41-09-102. (9-60%) Unknown debtor or secondary obligor. A sacured parly does
12 not owe a duly based on i{s status as secyred panty;

13 1. To apersonthat is a debtor or obligor, unless the secured party k

14 a. Thatihe personIs a deblor or obligor;

16 b, The identity of the person: and

18 ¢, How to communicate with the person; or

17 2. To asecured party or llenholder that has flled a financing stalement against a
18 r les ecured knows;

19 a, Thatthe person s a debtor; an |
20 b.  The ldentity of the person. /

21 4'1”-92-193. (9-606) Time of default for agricultural lien, For purposes of ghié part, a

gz,-*”gﬁg” fault oceurs in conpection with an agricultural lien at the h re becom

"23 entltled rce the llen in accordance with the statute under which it was created é#%
24 AP
25 41-09-104. {9-607) Collection and g‘nfprcem‘e'ht by secured party.
26 A, _lfs0 agreed, andin. svent afler default, 2 secured party:
27 a. May notify ar account debtor or other person obligated on collateral to make
28 payment or otherwise render performance to or for the benefit of the secured
29 party:
30 b. May take any proceeds to which the secured party is entitled under section

31 41-09-35;
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1 ¢ May enforce the obligations of an account debtor or othaer person obligated on
2 collateral and exercisa the dghts of the deblor with respact fo the obligation of
3 the account debtor or other person ebligated on collaleral to make payment or
4 otherwige render performance to the dabtor, and with respect fo any property
6 that secures the obligations of the account dabtor or other person obligated

8 on the collateral;

7 d. Ititholds a securlty interest In a deposit accoun UMMM

8 Wbm&z&@ﬂm&mﬂx&&m&ﬂu&&a&ﬂmi
10 mmmuwmmmummm tne.depasﬂ

" account or iy’ &f déoositto the obligatlon vecured by the deposlit
12 account or wriiibied of deposit’ and )/‘
13 | e Ifitholds a securlly Interest in a deposit account or anyMNMNENMM
14 eanificaie.gf deaposit perfected by control under subdivision b or ¢ of

15 subsection 1 of § 1:09-04, O Iy X GO GG Of deocel

17 zrmmmmwamwﬁmmmm
18 g.mg_egsm_n.aﬂL -

19

20

21 reco I %em* ‘;i‘ ich ord o age Is record

22 a, Acopy of the security agreement that creates or provides for a security

23 interest in the obligation secured by the mortgage; and

24 b, The secured party's sworn affidavit In recordable form stating that:

25 {1) Adefault has occurred: and

26 (2) The secured party is entitled to enforce the_ mortgage nonjudicially.

27 3. Asecured party shall proceed in a commercially reasonable manner if the secured
28 party:

29 a. Undertakes to collect from or enforce an obligation of an acgount debtor or

other persnn obligated on collateral; and

w
o
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1 . Atla prvate digposition only if he collateral Is of a kind that is customarily sold

2 on 8 recognized market or the subjact of widely distributed standard price

3 quotations,

4 4, Aconlract for sale, lease, license, ot other disposition Includes the warranties

8 relating to title, possession, qulet enjoyment, and the llke which by operation of law

8 accompany a voluntary disposition of property of the kind subject to the contracl,

7 §. Asecured party may disclalm or modify warranties under subsection 4;

8 a, Inamanngrthat would be effective to disclalm or modify the warranties.in a

9 voluntary disposltion of propery of the kind subject to the contract of

10 disposition; or

11 b. By communicaling to the purchaser a record evidencing the contract for

12 disposition and Including an express disclalmer or modification of the

13 warrantles,

14 8. Arecordis sufficlent to disclaim warrantles under subsection "ther

16 ls no warranty relating to title, possession, quiet enjoyment. or the like in this
@ .

17 B, (9-€ ; aofore dis

18

19 A ligor

20 authenticated notlification of disposition; or

21 b. The debtor and any secondary obligor walve the right to notification,

22 2. Except as otherwise provided in subsection 4, a secured pary that disposes of

23 lateral un ection 41-09-107 shall send to t r e

24 subsection 3 a reasonable authentic tification of disposition

25 3. Tocomply with subsection 2, the secured parly shall send an authenticated

26 notification of disposition to;

27 a. The debtor;

28 .

29 rson from which the secured party has received, before the

notification date, an authenticated notification of a claim of an (nleregt’ in the

W W
- O

RUPr
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1 d.  Any.other sacured party or lanholder thal, ten days before the notification

2 date, held a security interest in or olher lien on the collateral perfacied by the

3 {ling of a financing. statement that;

4 (1} Identified the collateral;

6 (2} Was indexed under the debtor's name as of that date: and

8 (3 Was flled In the office in which to file a financing slatement against the

7 debtor covering the collateral as of thal date; and

8 8. Any other secured parly that, ten days before the notification date, held a

9 gocurlly interest in the collateral perfected by compllance with a statute,

10 regulation, or treaty described In subsection 1 of section 41-08-31,

11 4, Subsection 2 does not apply if the collateral Is perishable or threatens to decling

12 speedily In value or is of a type customarlly sold on a recognized market,

13 6. Asecured party complles with the requirements for nofification prescribed by

14 | f e

16 a. Notlater than twenty days or earlier than thidy days before the nollfication
. 18 date, the secured pary requests, in a commerclally reasonable manper,

17 information congerning financing statements Indexed under the debtor's name

18 in the office indicated In paragraph 2 of subdivision ¢ of subsection 3; and

19 b. Before the notificatlon date, the secured party;

20 (1) Did not recelve a response to the request for information; or

21 (2) Recelved a response to the request for information and sent an

22 0 on of ition c r r othe

23 llenholder named In that response whosuinanclnq statement covered

24 the collateral, "

25 41-09-109. (9-612) Timeliness of notification before disposition of collatgtg!:

26 1. Except as otherwise provided In subsection 2, whether a notification is sent within

27 - are ble il uestion of fa

28 | h’m ,&Tnguﬂ_c_aj_o_u_qtgﬁpgg tion_sent aiter default and ten days before thg gam est time

29 disposition set forth |n the notification is sent within a reasonab(e time before the

\d_ma_m

)
(=]
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2. Whether the contents of a notification that lacks any of the Informalion specified in
subsection 1 are nevertheleaes sufficlent is a question of fact,
J.  The contents of a notification providing substantlally the Information specified in

jdes

gubsgection 1 are sufficlent, even if the

he secured pa
b. The satisfaction of obiigations secured by the security interest or agricultural

lien under which the disposition is made;

¢. Th sfaction of obligations secured by a ordinate security interest i

r r subordinate lien on the collateral If:
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"W

to a transfaree other than the secured party, a person related to the secured party,

a bligor If:
a. The transferee in the disposition is the secured party, a person related to the
e or a secon obligor; an

b, The amount of proceeds of the disposition is significantly below the range of
proceeds that a complying disposition to a person other than the secured
party, a person related to the sacured party, or a secondary obligor would
have brought,

7. Asecured pary thal recelves cash proceeds of a disposition in good faith and
withou! knowledge that the recelpt violates the rights of the holder of a security
interest nr other llen that 1s not subordinate to the security interest or agricultural
llen under which the disposition Is made.

a. Takes the cash proceeds free of the security interest or other lien;

b, lsnotobligated to apply the proceeds of the dispasition to the satisfastion of
obligalions secured by the securily interest or other lien.rd

¢, lsnot obligated to account to or pay. the holder of the securily interast or other
llen for any surplus.

41:09:112. (9:617) Rights of transferse of collateral,

1. Assecured parly's disposition of collateral after default;

a. Transfers 10 a transferee for value all of the debtor's rights In the collateral;

b, Discharges the security interast under which the disposition |s made; and

¢. Dlscharges any subordinate security interest or other subordinate lien.

2. Atransferee that acts in good faith lakes free of the rights and interests described
In_subsection 1, even if the secured party fails to comply with this chapter or the

requirements of any judiclal procaading,
3. Ifatransferee does nottake free of the rights and Interests described in

subsection 1, the transferoe takes the collateral sublect to:

a. The debtor's rights in the collateral;

b, The security interest or agricultural lien under which the disposition is made;
and

0. Anyother securlly Intarest or other lien,
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chapter and does not of itself relieve the secured party of its duties under this
chapter
-09- . ¢ ce of collateral in full or partial satisfaction of
- Compuls isposition of collateral,

A%

*@L A secured party may accept collateral in full or partjal satisfaction of the obligation

it secures only if:

a, The debtor consents to the acceptance under subsection 3;

b. The secured party dous not recejve, within the time set forth in subsaection 4,
a notification of objection to the proposal authenticated by:
(1) A_person to which the secured party was required to send a proposal
ynder section 41-09-116; or
(2}  Anyother person, other than the debtor, holding an interest in the

e collateral subordinate to the security interest that is the subject of the
&
s pIS ¥
2. Apurporied or apparent acceptance of collataral under this section is ineffective
unjess;

a. The secured parly congents to the acceplance in an authenticated record of
sends a proposal o the debtor; and

b, The conditions of subsection 1 are met,

3. For purposes of this section;

a. Adebtor congents to an acceptance of collateral in partial satisfaction of the
obligation It secures only if the debtor agrees to the terms of the acceptance
in a record authenticated after default; and

b, Adeblorconsants to an acceptance of collateral In full satisfaction of the
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(3) D.QQS_DQLLQ_CQWB a notification of abjection authenticated by the debtor
within twenty days after the proposal is sent.
4, To be effective under subdivision ¢ of subsection 1, a notification of objection must

be received by the secured party.
a, Inthe case of a person to which the proposal was sent pursuant to section
41-09-116, within iwenty days after notification was sent to that person; and

b, Inother cases.
(1) Within twenly days after the last notificalion was sent pursuant 10
" section 41-09-116; or
“ 4% (2 \tanotification was not sent, before the deblor consents 1o the

. wi‘ acceptance under subsegtion 3.
41-09-116. (9-621) Notification of proposal to accept collateral,
13 1. Asecured pary that desires 1o accepi collateral in full or partial satisfaction of the
14 obligation it secures shall send its proposal to:
. 15 4. Any person from whigh the secured party has received, bafore the debtor
16 consented 1o the acceptance, an authenticated notification of a claim of an
17 Inerest In the collateral;
18 b, Any other secured party or llanholder that, ten days before the debtor
19 consented to the acceplance, held a security interast In or ther lien on the
20 collaleral perfecied by the filing of a financing statement that;
21 (1) Identified the collateral;
22 (2) Was indexed under the debtor's name as of that date; and
23 (3) Was filed in the office or offices in which to file a financing statement
24 against the debtor covering the collateral as of that dale: and
26 ¢. Anyother secured party thal, ten days before the debtor consented to the
28 acceptance, hald a securily interest In the collateral perfected by compliance
27 with & statute, regulation, or treaty described in subsection 1 of section
28 41:09-31,
29 2. Asecured pary that desires to accept collateral in partial satisfaction of the
30 obligation if secures shall send its nroposal t¢ any sacondary obligor in addition to
. 3 the persons described.in subsection 1,
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1 -09-1 9-622) Effect of acceptance of collateral
2 1. Asecured party's acceptance of collateral in full or partial satisfaction of the
3 obligation it secures:
4 a. Discharges the obligation to the extent consented to by the debtor;
5 b. Transfers to the secured party all of a debtor's rights in the collateral;
6 ¢. Discharges the security interest or agricultural lien that is the subject of the
7 debtor's consent and any subordinate security interest or other subordinate
8 . lien: and
9 d. Terminates any other subordinate interest,
10 2. Asubordinate Interest is discharged or terminated under subsection 1, even if the
11 secured party falls to comply with this chapter.
12 41-09-118. (9-623) Right o redeem collateral,
13 1. Adebtor, any secondary obligor, or any other secured pacty or lienholder may
14 tedaem collateral,
16 2. Toredeem collateral, a person shail tender;
. 16 a.  Eulfiliment of all obligations secured by the collateral; and
17 b, The reasonable expenses and attorney's faes described In subdivision a of
18 subsection 1 of saction 41-09-111,
19 3. Aredemption may oceur at any time belore a secured parly:
20 a. Has collected collateral under section 41-09-104;
21 b, Has disposed of collateral or entered Inlo a contract for its disposition under
22 saction 41-00-107; or
23 ¢. Has accepled collateral In full or partial satisfaction of the obligation it secures
24 under section 41-:09-117,
26 41-09-110, (9-624) Walver, "
26 1. Adebtor or secondary obligor may walve the right fo notification of disposition of
27 «Lollateral under section 41-09-108 only by an agreement 1o that effact entered Into
28 . and authenticated after defaul
‘ 29 2 Aﬁaﬂmmﬁw&hﬂmwﬂmmummmmammﬂmmw
“ﬂ.‘”"& A0 | memmummmmm
3 - yAuthenticated afier default
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. 1 41-09-120._(9-625) Remedies for secured party's fallure to comply with chapter,
2 1. fitis established that a secured party is not proceeding in accordance with this
3 chapter, a court may order or restrain collection, enforcement, or disposition of
4 collateral on appropriate terms and conditions.
5 2. Subject to subsections 3, 4, and 8, a person is liable for damages in the amaunt of
6 any loss caused by a fallure to comply with this chapter, Loss caused by a failure
7 to comply willtireatiastihdbt secttom 44-0820Fmay include loss resulting from
8 the_debtor's inability to obtain, gr increase costs of, alternative financing,
9 3, Except as otherwise provided in section 41-09-123;
10 a, Aperson that, at the time of the failure, was a debtor, was an obligor, or held
1 a security interest in or other lign on the collateral may recover.is il
12 achian damages under subsection 2 for its loss: and
13 b. Ifthe collateral is consumer goods, a person that was a debtor or a secondary
14 obligor at the time a secured party failed to comply with this part may recover
16 a0 gidualaclign for that failure in any event an amount not less than the
. 16 credit service charge plus ten parcent of the pringlpal amount of the obligation
17 or.the time-price differential plus ten percent of the cash price,
18 4, Adebtor whose deficlency [s eliminated under section 41:09-121 may recover in
19 aoindividuel action deimages for the loss of any surplus. However, a debtor of
20 secondary obligor whose deficiency is eliminated or reduced under section
21 41:09-121 may not otherwls.. recover under subsection 2 for noncompliance with
22 the provisions of sections 41-09-98 {hrough 41-09-123 relating o collection,
23 anforcement, disposition, o¢ acceptange,
24 6, [naddition to any damages.recoverable under subsection 2, the dabtor or person
28 named as a debtor In a flled record, as applicable, ma . 1
27
28
28
30 -80. e
. 31 di mmmmmm
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1 6. A debtor or consumer obligor may recover inmmmdamages under

2 subsection 2 and, in additionmsgiliisisndred doliaes n each case from a person that,

3 without reasonable cause, falls to comply with a request under section 41-09-20.

4 A recipient of a request under section 41-09-20 which never claimed ap interest in

5 the collateral or obligations that are the subject of a request under that section has

6 a reasonable excuse for failure to comply with the request within the meaning of

7 this subsection,

8 7. lfasecured pary fails to comply with a request regarding a list of collateral or a

9 statement of account under section 41-09-20, the secured party may claim a

10 ; securl n.in the list or statement | in the request as

1 {" against a person that is reasonably misled by the failure,

12 '% 41-08-121. (9 ion in which deficlency or surplus is in issue, In an action
a_gjn,gfrom a transactt wilth the amount of a deficlency or surplus I8 in issue, the
Mmmles.anplx

18 -1, Asecured party need not prove compliance with the provisions of this part relating

18 ’\""mguegﬂmnmgm.dhngﬂmmmcgmyﬁmma dabtor or a

17 secondary obligor places the secured party's compliance In issue.

18 2. llthe secured pary's compliance |g placed In Issue, the secured party has the

19 burden of establishing that the collection, enforcement, disposition, or acceptance

20 was conducted In ascordance with this pan,

21 3, Exceptas otherwise provided In section 41-09-123, if a secured party fails to prove

22 that the collection, enforcement. disposition, or acceptance was conducted in

23 accordance with the provisions of this part relating to collaction. enforcement,

24

25

26

27

28

29

30
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4, For purposes of subdlvision b of subsection 3, the amount of proceeds that would

have been realized is equal to the sum of the secured abligation, expenses, and
»

attorney's fees unless the secured party proves that the amount is less than that

sum,
5, If a deficiency or surplus Is calculated under subsection 6 of section 41-09-111, the
debtor or obligor has the burden of establishing thal the amount of proceeds of the

disposition is significantly below the range of prices that a complying disposition to

a person other than the secured party, a persen related to the secured party, ora

T
sdowetiondg % » secondary obligor would have brought.

Y
10 41-09:.122, (9-627) Determination of whether conduct was commaercially
\ 11 reasonable,
S 12 1 Thefacithata grealer amount could have bean obtained by a coliegtion,
| 13 enforcement, disposition, or acceplance at a different time or in a different method
14 from that selecled by the secured party is not of itself sufficient to preclude the
16 secured party from eslablishing that the collection, enforcement, disposition, or
. 16 acceplance was riade [n a commercially reasonable manner,
17 2. Adisposition of collateral is made in a commercially reasonabie manner If the
18 disposition is made;
19 8, Inthe usual manner on any racognized 1narkel,
20 b. Atthe price current in any recognized market al the time of the dispasition; or
21 ¢, Otherwise In conformity with reasonable commercial practices among daalers
22 in the type of propenty that was the sublect of the disposition.
23 3. Acollection, enforcement, disposition, or acceptance Is commergially reasonable if
24 '
25
26
27
28
29 4,

30
@ .
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1 41-09-123, (9-628) Nonliability and limitation on tiability of secured party -
2 Lliability of secondary obligor.
3 1. Unless a secured party knows that a person is a deblor or obligor, knows the
4 identity of the person, and knows how to communicate with the person:
5 a, The secured party is not liabie to the person, or to a secured party or
6 lienholrer that has filed a financing statement against the person, for failure to
7 comply with this chapter; and
8 h. The secured party's failure to comply with this chapter does not affect the
9 liability of the person for a deficiency,
10 2. Asecured party is not liable because of its status as secured party:
14 a, Yo aperson thatlis a debtor or obligor, unless the secured party knows:
12 (1) Ihatthe personis a debtor or obligor;
13 (2) The identity of the person; and
14 (3) How to communicate with the person; or
16 b, To asecured party or llenholder thal has filed a financing statement against a
. 16 person, unless the secured pary knows;

17 (1)  Thatthe personis a debtor; and
18 (2) The Identity of the person,
19 3. Asecured party Is not llable ‘@ any person, and a person's fiability for a deficiency
20 Is 1ot affected, because of any act or omisslon arising out of the secured party’s
21 reasonable bellef that a transaction is not a consumer-goods transaction or @
22 consumer transaction or that goods are not consumer goods, if the secured party's
23 bellef is based on its reasonable rellance on;
24 a, Adebtor's representation concerning the purpose for which collateral was to
28 be used..acquired, or held: ot

g 28 fﬁm An obligor's representation congerning the purpose for which a secured

\Mm%\.\-ﬂ—-—-—\\; .+ obliaation was ncurred,

4 28 g - subdivision b of subsection 3 of section

20 o.any.one secured obligation,

| 30 41:09- .
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1 conflicting security interests each of which is perfected by the filing of such a
2 n ment.
3 SECTION 30. AMENDMENT. Subsection 12 of section 47-19-02 of the North Dakota
4 Century Code Is amended and reenacted as follows:
5 12.  Afinancing statement eevering-any-tem-deseribed as defined in subseetion-b-of
6 section 43-66-44 41-09-02.
7 SECTION 31. AMENDMENT. Subdivision a of subsection 2 of section 49-04-19 of the
8 North Dakota Century Code is amended and reenacted as follows:
9 2. a Notwithstanding the provisions of sectienra44-66-23-44-00-46-44-00-44
10 section 41-09-30 and 44-88-42 sections 41-09-72 through 41-09-97, ali filings
11 required under the Uniform Commerclal Code in order to perfect a security
12 interest against the personal property or fixtures of a debtor transmitting utility
13 shall be made and maintained only in the office of the secretary of state of
14 North Dakola.

SECTION 32, AMENDMENT. Section 54-09-08 of the 1999 Supplement to the North

- A
D O

Dakota Century Code Is amended and reenacled as follows:
54-09-08. Secretary of state's general services oparating fund. The secretary of

—
x N

state's general services operating fund is a special fund In the state treasury. Moneys in the
18 ‘fund are to be used pursuant to legislative appropriations for the provision of services under

20 | subseetions-8-and-t+ subsection 6 of section 4+60-42-end 41-09-94, subsection 10 of section
21 64-00-04 «POORUNFYIRIIINGNG iy Aot At the close of each fiscal year, the secratary of

22! state shall transfer any unobligated balance remaining in the fund exceeding seventy-five

thousand dollars to the general fund.

SECTION 33. Computerized central indexing system - Rules, /
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access to financing statement information by equipment that conforms 1o

requirements determined by the information technology department. The system
must have _safeguards to allow access to information that is In the system relatin

to security Interests or liens and to prevent unauthorized aiteration or deletion of
that information and 1o allow access to other information in the system as
prescribed by the secretary of state.

Within two working days of receipt of a financing statement, continuation
statement, amendment, or lermination statement filed pursuant to chapter 41-09 or
a statement filed pursuant to section 35-13-02, 35-17-04, 35-20-16, 35-30-02, or

36-31-02, the register of deeds or secretary of state shall file the information
contalned in the statement in the computerized central indexing system. A
computer printout of information from the system Is prima facie evidence of the
existence or nonexistence of the filing of a financing statement or lien. The
secretary of state shall prescribe one form that can be used to perfect a securlty
interest In farm products or gain protection undet the central notice system, or
both,

The secretary of state may adopt rules necessary to implement sections 33, 34,
and 36 of this Act,

SECTION 34. Secretary of state to compile lists for crops and livestock -

Page No. 140 10030.0600




[SUPSR TRV

Fifty-seventh
Legislative Assembly

2

L

r of state shall distribute month mail the lists prepared pursuani
to subsection 1, at least five business days in advance of the effective date of each

of the lists, !f requested, the secretary of state shall mail the lists to any person

making a request at a fee as provided in section 35 of this Act,

Upon a verbal request of any person, the secretary of state, a designee of the
secretary of state, or a register of deeds shall verbally provide information
contained on a list generated through the computerized central indexing system f
the collateral is crops or livestock, The requesting party may request a cerificate

from the secretary of state or the register of deeds and the secretary of state or the

register of deeds shall confirm the information given. Direct computer access is
equivalent to oral confirmation, and a computer printout constitutes the written
confirmation of the secretary of state, if use of this method of confirmation does not
cause the central indexing system to lose federal certification. A computer printout
from.the computerized central indrving s 'stem constitules the cerificate of the
secretary of state or the reqister of de .3 as to whether there is on file, on the date
and hour stated on the computer printout, . fir  ing statement,

SECTION 35. Fees.

The secretary of state shall establish fees for placing data in the computerized
central [ndexing system: for obtaining computer access to the computerized central

mmmmmmmmmmmmm@ﬂ
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saction 34 of this Act Is seven dollars, and the fee for furnishing a certificale under
subsection 3 of section 34 of this Act is seven dollars,

The secretary of state shall estabiish the fee for furnishing lists under subsegtion 1
of section 34 of this Act based on actual cosis to produce the lists for distribution,
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4, t f stat r ii 1an n
subsection 6 of section 41-09-94 must be deposited in the secrelary of state's
general services operating fund. Fees collected by the secretary of state under
subsection 2 must be deposited in the general fund in the state treasury.
5, MM@M_&MMIQQ what portion of the filing fees and

search fees collected by the register of deeds under section 41-038-96 must be

submitted to the secretary of state for deposit into the secretary of state's general

operating fund to meet the cost of th vision of services require

sections 33 and 34 of this Act.
SECTION 36. REPEAL. Chapter 41-09 of the North Dakota Century Code is repealed.
SECTION 37, APPROPRIATION. There is appropriated out of any moneys in the
secretary of state's general services operating fund in the state treasury, not otherwise
appropriated, the sum of $21,000, or so much of the sum as may be necessary, to the
secretary of state for the purpose of defraying the expenses of providing direct access to the
central indexing system, for the blennium beginning July 1, 2001, and ending June 30, 2003,
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[Page 65-66)
TITLE 9--ANTMALS AND ANIMAL PRODUCTS

CHAPTER II--GRAIN INSPECTION, PACKERS AND STOCKYARDS ADMINIS URAT .
{PACKERS AND STOCKYARDS PROGRAMS)
DEPARTMENT OF AGRICULTURE

PARYT 205--CLEAR TITLE--PROTECTION FOR PURCHASERS OF FARM FRODUCTS - Tabie of Jonnem
Sec¢., 205,105 Master list and portion therecol distributed Lo roegistrants -[ormat,

(a) The master list wust contain all the informaticn on a'l the
EFSt's flled {n the system, so arranged that it is possible to doiiver
any regilistrant all such information relating to any product, pooduced in
any county or parish (or all counties or parishes), for any cuvop year,
covered by the systewm, The sydgtem must be able to del.iver all such
information to any registrant, eithev in alphabetical order by the word
appearing first In the name of each pergon gubjecting a product to a
gsecurlty interest (see Sec. 20%.102), in numerical order by sooial
gsaecurity number (cr, if other than a natural person, IRS tarpayer
fdentification number) of each guch person, or in betih alphabet ioal and
numerical ordery, ag requested by the registrant,

(b) Section (¢} (2)(E) requires the portion to ke Jdistributed in
Ttwritten or printed form. ' This means vecording on raper by any
technology In a form that can ke read by humans without special
equipment. The gystem may, however, honor requests from registrants oz
gubgticute recordings on

[ (Page 66]]

any medlum by any technoloyy including, but neot limited Lo, elestrongs
recording on tapeg or discs ln machine-readabie form, and on
photographic recording on microfiche, !t alsc inciuades, {f roqguested by
reglgtrantsg, electronic transmissiong whereby rvegistrants ~an print
their own papet copiles,

() After distribution of a portion 2f a magter ligt, thevese 7an o
gupplementary digtribution of a portion showing only shanges [rom Uhe
previous one, However, 1f this (s done, cumulative supplements muzt be
digtributed often encugh that readere zan find all the informart von glvern
Lo them for any one crop year in no mere than three distribuationg,

L
s
L

- 3

(61 FR 29451, Aug. 18, 1936, as amended at 61 FR Hd4724, oot 22, 1766
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