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Alaska State Legislature

716 W 4th Avenue, Rm350

House of Representatives Anchorage, Alaska 99501-2133
Phone: (907) 269-0123
Member: Fax: (907) 269-0124
Judiciary Session:

Alaska State Capitol, Rm 110
Juneau, Alaska 99801-1182
Phone: (907) 465-4940

Rules
Legislative Council

Military & Veterans Affairs . Toll Free: (866)465-4940
Representative Max F. Gruenberg, Jr. Fax: (907) 465-3766
House District 14 Email:
Anchorage (Russian Jack, College Gate, Nunaka Valley) Rep.Max.Gruenberg@ legis.state.ak.us

House Democratic Floor Leader

TO: Rep. Wes Keller, Chair
House Judiciary Committee

FROM: Rep. Max Gruenberg A /

DATE: February 21, 2013

RE: HB 9 Hearing Request

Please consider this memorandum as a request for House Bill 9 to be heard in the House
Judiciary Committee. Accompanying this memo are the following documents:

- HB 9 Sponsor Statement

- HB 9 Sectional Analysis

- HB 9 (28-LS0035\N)

- Fiscal Note Dept, of Law

- Fiscal Note DNR

-UCC Article 4A Amendments (2012) Summary

- UCC Article 9 Amendments (2010) Summary

- UCC Article 4A Amendments Legislative Fact Sheet

- UCC Article 9 Amendments Legislative Fact Sheet

- Supporting Document- Letter Alaska Bankers Association 1-28-2013
- Supporting Document- Letter Department of Law 2-21-2013

Thank you for considering my request for a hearing on HB 9. Please contact my legislative
aide, Miles Brookes, at 465-4940 with any questions.
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HB 9 - SECURED TRANSACTIONS AND FUNDS TRANSFERS

"An Act relating to secured transactions under the Uniform Commercial Code and to the regulation offunds
transfers, including remittance transfers, under the Uniform Commercial Code and federal law; and providing for an

effective date."

Article 9 of the Uniform Commercial Code (U.C.C.) governs secured transactions and personal property.
It has been adopted in all 50 states and in the District of Columbia. In 1998 Article 9 was extensively
amended. These amendments have been adopted in all states and in the District of Columbia. In 2010,
additional new amendments responding to filing issues and other matters were drafted. These
amendments were promulgated by the Uniform Law Commission in order to keep uniformity and
prevent ambiguities within the Uniform Commercial Code. The commissioners have requested and the
states are attempting to adopt these new statutory amendments to make them effective July 1, 2013.
Therefore it is important that this bill pass this year.

The 2010 amendments are of great importance, as they provide greater guidance as to the identity of a
debtor on financial statements, improve the system for filing financial statements, remove some
extraneous information currently required on financing statements, and make some technical changes
responding to issues arising in the marketplace. HB 9 amends AS 45.29 (U.C.C. Art. 9) to make these
changes. Currently, 30 states have adopted these changes, with legislation pending in 12 others and in
the District of Columbia.

The Federal Electronic Fund Transfer Act (EFTA) was drafted in 1978 to govern consumer wire transfers.
Article 4A of the Uniform Commercial Code was drafted, with this in mind and governs transfers
between commercial parties. The Dodd-Frank Wall Street Reform Act amended EFTA that has an
important impact on the scope of U.C.C. Article 4A. When the Dodd-Frank amendments went into
effect in February 2013, discrepancies between federal law (EFTA) and state law (U.C.C. Art. 4A) arose.
As a result, certain transfers are not covered by either law. HB 9 amends AS 45.14 (U.C.C. 4A) to fix this
problem and to provide that if there is an ambiguity between federal and state law, federal law rules
supreme.

If HB 9 is not passed this session, interstate secured transactions and fund transfers occurring between
companies in Alaska and companies in states that have adopted the 2010 Article 9, and 2012 Article 4A
amendments to the U.C.C. could result in no statutory rules for remittance transfers that may involve


mailto:Rep.Max.Gruenberg@legis.state.ak.us

mistaken addresses or payees, duties of intermediaries, and other issues beyond the initial sending of

the transfer. Failure to pass HB 9 may significantly increase the cost and uncertainty surrounding the

affected transactions.

Adopting these changes this session will benefit the State of Alaska so that it may continue to benefit

from the existing Article 9 and keep it up to date.

If you have any questions, contact Representative Gruenberg's aide, Miles Brookes, at (907) 465-4940.



HOUSE BILL 9

Relating to secured transactions under the Uniform Commercial Code and to the
regulation of funds transfers, including remittance transfers, under the Uniform
Commercial Code and federal law

Sectional Analysis

\

Sections 1 and 2 address a needed change to Uniform Commercial Code, Article 4A to
maintain coverage under state law for certain types of remittance of funds transfers in
commercial transactions. Without the change, neither federal nor state law would apply to
these transfers. It restores regulatory certainty and clarity necessary to prompt commerce.

Sections 3 through 7 update definitions in the Uniform Commercial Code, Secured
Transactions (Article 9). The changes are necessary to update language on electronic
signature for these transactions, to clarify that other records may serve as "certificates of
title" if they are maintained as an alternative for indication of a security interest, and to
introduce the term "public organic record"” to reduce confusion as to which document
must be consulted to locate the correct debtor name for a financing statement.

Section 8 makes technical amendments to set out the general test for the control of
electronic chattel paper. Subsection (b) sets out a safe harbor that, if satisfied, establishes
control under the general test in subsection (a).

Section 9 makes technical changes by recognizing in statute that designating a state of
location of the registered organization, branch, or agency includes designating its main
office, home office, or other comparable location. Previously this concept was contained
in official comments to the Uniform Commercial Code, Article 9, but has been moved to

the text in the interest of certainty.

Section 10 makes technical changes to conform to the revised definition of "certificate of
title."

Section 11 relates to when a debtor changes location from one state to another. Under
current law, the debtor has a four-month grace period to re-perfect filing in the new state
as to the collateral it held before the move but it has no grace period as to collateral
acquired after the move. Section 11 would provide the same grace period for the after
move acquired collateral that current law provides for pre-move collateral. Section 14
makes conforming changes concerning priority of security interests created by a new
debtor. Section 22 makes a conforming change to implement the new debtor name rules.

Sections 12 and 13 make technical changes in language to conform to other provisions of
Uniform Commercial Code, Article 9.



Sections 15 and 16 make clear that a secured party that takes an assignment of a payment
intangible or promissory note as collateral for an obligation may take advantage of the
remedies available under Uniform Commercial Code, Article 9.

Sections 17 through 19 provide greater clarity on the name of the debtor to be used in a
financing statement for different types of debtors, such as registered organizations, trusts,

decedent of estate, or individual debtors.

Section 20 makes technical changes to conform to the new rules governing individual
debtor names on financing statements.

Section 21 makes a technical change to parallel other provisions ofthe section. The
change is needed for ease of administration by filing offices.

Sections 22 through 24 change the term "correction statement" to "information
statement" in order not to give the impression that a filing of the statement has a legal
effect of correcting a problem. The changes also allow a secured party of record to file an
information statement regarding a filed record if the secured party believes that the
person that filed the record was not entitled to do so under Uniform Commercial Code,
Article 9. Without this change only a debtor could file such a statement.

Section 25 clearly states what is current law, that in order for a secured party to record an
affidavit to facilitate foreclosure on a mortgage serving as collateral for a promissory note
in which the secured party has an interest, the secured party must state in the affidavit
that the mortgagor is in default on the note.

Section 26 sets out an applicability provision for the Act.
Sections 27 through 33 set out transition provisions for the Act.

Section 34 gives instructions to the Department of Natural Resource on implementation
of the act, especially concerning regulations and filing statements. Section 36 provides an
immediate effective date of these instructions.

Section 35 provides a savings clause for an action, case, or proceeding commenced
before July 1, 2013.

Section 37 provides generally for an effective date of July 1, 2013, for the Act. All states
are supposed to have this uniform effective date to avoid implementation issues across

the states.

Prepared by:

Deborah Behr

Chair

Alaska Uniform Law Commission
(2/11/2013)
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MEMORANDUM February 19, 2013
SUBJECT: Sectional summary of bill relating to the Uniform Commercial

Code (HB 9; Work Order No. 28-LS0035\N)

TO Representative Max Gruenberg
Attn: Miles Brookes

FROM Terry Bannister
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary
matter, note that a sectional summary of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the best statement of its contents.

Bill Sections 1- 2. These sections amend AS 45.14, the chapter of the state's Uniform
Commercial Code that governs funds transfers.

Bill Section 1. Amends AS 45.14.108, which states how the chapter applies when the
funds transfers are governed by federal law. Adds an exception (found in bill sec. 2) to
the general provision that the chapter does not apply to a funds transfer that is governed
by the federal Electronic Fund Transfer Act of 1978.

Bill Section 2. Adds two subsections to AS 45.14.108. Subsection (b) states that
AS 45.14 applies to a remittance transfer under 15 U.S.C. 16930-I, unless it is an
electronic fund transfer under 15 U.S.C. 1693a. Subsection (c) states that federal law
governs if there is an inconsistency between a provision of AS 45.14 and the Electronic
Fund Transfer Act of 1978.

Bill Sections 3 - 25. These sections amend AS 45.29, the chapter of the Uniform
Commercial Code that governs secured transactions. Secured transactions are
transactions that give a creditor an interest in a debtor's personal property to secure
payment of the debt.

Bill Sections 3-7. These sections amend AS 45.29.102, a definition section for the
chapter. They amend the definitions of "authenticate,” *'certificate of title,” *‘jurisdiction
of organization,” and "registered organization,” and add a definition of "public organic

record."



Representative Max Gruenberg
February 19,2013
Page 2

Bill Section 8. Amends AS 45.29.105, which determines when a secured party is
considered to have control over electronic chattel paper. The secured party has control if
a system reliably establishes that the chattel paper was assigned to that person. The
system must satisfy the criteria described in (b) of the section.

Bill Section 9. Amends AS 45.29.307, which determines where a debtor is located. The
amendment applies to certain federal organizations and certain bank branches and
agencies.

Bill Section 10. Amends AS 45.29.311(a), which lists when the filing of a financing
statement is not necessary or effective to perfect a security interest. Makes changes to the
use of "certificate of title” in AS 45.29.311(a)(3).

Bill Section 11. Amends AS 45.29.316, which addresses the continued perfection of
security interests following changes in the governing law caused by changes in the
original or a subsequent debtor’s location to another state. Adds two new subsections.
Subsection (h) addresses the situation where a debtor changes its location to another state.
Subsection (i) addresses the situation where a subsequent debtor is located in another
state from that of the original debtor. The subsections basically allow the security
interest to attach to collateral acquired after the change of location or change of debtor if
certain conditions are met.

Bill Section 12. Amends AS 45.29.317(b). Changes a term in the subsection to use
"certificated security,” which is defined in AS 45.29.102 for AS 45.29. The full
definition of the term is found at AS 45.08.102(a).

Bill Section 13. Amends AS 45.29.317(d). Allows certain licensees and buyers of
collateral, except for the items listed, to take free of a security interest in the collateral if
the licensee or buyer gives value for the collateral, does not know about the security
interest, and does this before the security interest is perfected.

Bill Section 14. Amends AS 45.29.326, which relates to the priority of security interests
created by a new debtor. Most of the changes handle the addition of AS 45.29.316(i) by
bill sec. 11.

Bill Section 15. Amends AS 45.29.406(e). The subsection exempts sales of payment
intangibles and promissory notes from the limitations on terms contained in (d). The
amendment limits (e)’s exemption by stating that the exemption in (e¢) does not apply to
two situations: a sale under a disposition of collateral after default under AS 45.29.610
and an acceptance of collateral in satisfaction of an obligation under AS 45.29.620.

Bill Section 16. Amends AS 45.29.408(b). The subsection states that (a)(2) (which
makes certain terms in certain types of agreements ineffective) applies only to security
interests in payment intangibles or promissory notes if the security interest arises out of
the sale of the payment intangible or promissory note. The amendment limits (b)'s
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application by making two exceptions: a sale under a disposition of collateral after
default under AS 45.29.610 and an acceptance of collateral in satisfaction of an
obligation under AS 45.29.620.

Bill Section 17. Rewrites AS 45.29.503(a), which relates to the name of the debtor given
on a financing statement. Indicates when a financing statement sufficiently provides the
debtor's name for different types of debtors, including organizations, individuals,
decedents, and trusts.

Bill Section 18. Amends AS 45.29.503(b), which indicates that a financing statement
giving the debtor's name as required by (a) of the section is not rendered ineffective by
the absence of a trade name, another name of the debtor, or in certain cases the names of
partners, members, associates, or other persons making up the debtor. Makes technical
changes to reflect the rewriting of (a) (see bill sec. 17) and to correct terminology.

Bill Section 19. Adds new subsections to AS 45.29.503, which addresses the name of the
debtor and the secured party. Subsection (f) addresses the name of a decedent with a
personal representative. Subsection (g) clarifies that the most recently issued driver's
license or identification card is the one to use. Subsection (h) defines ""name of the settlor
or testator.”

Bill Section 20. Amends AS 45.29.507(c). Changes the application of the subsection
from a debtor's change of name causing a financing statement to become seriously
misleading to the debtor's name becoming insufficient under AS 34.19.503(a), so that the
financing statement becomes seriously misleading. Replaces former references to name
"change™ with the financing statement becoming seriously misleading.

Bill Section 21. Amends AS 45.29.515, which addresses the duration of a financing
statement. States that if the debtor is a transmitting utility it is the initial financing
statement that is effective until a termination statement is filed.

Bill Section 22. Amends AS 45.29.516(b), which states that filing does not occur when
the filing office refuses to accept a record for the reasons listed in the subsection.
Replaces "correction statement' with the new term, “information statement."” Clarifies
that ""last name' means "'surname.” Includes in certain cases a failure to indicate whether
the debtor's name provided is the name of an individual or that of an organization.
Removes the current requirement that certain details be provided for debtors who are
organizations.

Bill Section 23. Amends AS 45.29.518, which addresses claims that filed records are
inaccurate or wrongfully filed. Replaces "correction statement™ with the new term,
"information statement,” to refer to the document that is filed to claim that a filed record
is inaccurate or wrongfully filed. The new term is used in order to avoid giving the
impression that the filing of the statement has the legal effect of correcting the problem.
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Bill Section 24. Adds two new subsections to AS 45.29.518, which addresses claims that
filed records are inaccurate or wrongfully filed. Subsection (d) allows a secured party to
file an information statement about a filed record related to the financing statement, if the
secured party believes that the person who filed the record was not entitled to file the
record. Subsection (e) describes what an information statement under (d) must contain.

Bill Section 25. Amends AS 45.29.607(b). The change relates to an affidavit a secured
party may record to enable the secured party to exercise the right of a debtor to enforce a
mortgage nonjudicially for a default. Requires the affidavit to state that the default
relates to the obligation secured by the mortgage.

Bill Section 26. Provides an applicability section for the bill.

Bill Sections 27 - 33. These provide transition sections for the bill.

Bill Section 34. Provides instructions for the Department of Natural Resources
(department) as it implements the bill. Directs the department to adopt, amend, or repeal
regulations to implement the bill. Directs that the listed forms to be filed under
AS 45.29, as amended by this bill, be identical to the forms adopted by the American
Law Institute and the National Conference of Commissioners on Uniform State Laws to

implement this bill.

Bill Section 35. Provides a saving clause for the bill so that the bill does not affect an
action, case, or proceeding started before July 1,2013.

Bill Section 36. Makes bill sec. 34 effective immediately after enactment so that the
department can start preparing the regulations and forms.

Bill Section 37. Gives the bill an effective date of July 1,2013, except for bill sec. 34.

If I may be of further assistance, please advise.

TLB:Ind
13-093.Ind



Fiscal Note

State of Alaska

2013 Legislative Session

ldentifier:
Title:

Sponsor:
Requester:

HB009-LAW-CIV-02-15-13

SECURED TRANSACTIONS AND FUNDS
TRANSFERS

GRUENBERG

(H) Labor & Commerce

Expenditures/Revenues

Included in

FY2014 Governor's
Appropriation FY2014
Requested Request

OPERATING EXPENDITURES FY 2014 FY 2014
Personal Services

Travel
Services

Commodities

Capital Outlay

Grants & Benefits

Miscellaneous

Total Operating 0.0 0.0

Fund Source (Operating Only’

None
Total

Positions
Full-time
Part-time
Temporary

0.0 0.0

Change in Revenues

Estimated SUPPLEMENTAL (FY2013) cost: 0.0

Estimated CAPITAL (FY2014) cost: 0.0

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No
Ifyes, by what date are the regulations to be adopted, amended or repealed?

W hy this fiscal note differs from previous version:
Not applicable, initial version.

Prepared By:
Division
Approved By:

Printed 2/16/2013

Bill Version: HB 9
Fiscal Note Number:
() Publish Date:
Department: Department of Law
Appropriation: Civil Division
Allocation: Commercial and Fair Business
OMB Component Number: 2717

Out-Year Cost Estimates

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0

Loretta Withington, Division Operations Manager

Administrative Services Division
Michael C. Geraghty, Attorney General
Department of Law

Phone: (907)465-5427
Date: 02/15/2013 12:00 AM
‘Date: 02/15/13

Page 1



FISCAL NOTE ANALYSIS

STATE OF ALASKA BILL NO. HB9

2013 LEGISLATIVE SESSION

Analysis

HB 9 would update Alaska's Uniform Commercial Code Article 4A (Funds Transfers) and 9 (Secured Transactions).
The changes are recommended for adoption by July 1, 2013 by the states by the Uniform Law Commission. An
updated Uniform Commercial Code is essential for predictable and reliable commerce across interstate lines.
Thirty states have already adopted the changes, and bills are pending in 13 other states to make the changes by

the July 1, 2013 deadline.

The changes have no fiscal impact on the Department of Law.

Page 2 of 2

(Revised 1/15/2013 OMB)



Fiscal Note

State of Alaska

2013 Legislative Session Bill version: HB 9
Fiscal Note Number:
() Publish Date:
Identifier: HB009-DNR-REC-2-15-13 Department: Department of Natural Resources
Title: SECURED TRANSACTIONS AND FUNDS Appropriation: Administration & Support Services
TRANSFERS Allocation: Recorder's Office/Uniform Commercial Code

Sponsor: GRUENBERG OMB Component Number: 802

Requester: House Labor & Commerce

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

(Thousands of Dollars)

Included in
FY2014 Governor's
Appropriation FY2014
Requested Request
OPERATING EXPENDITURES FY 2014 FY 2014 FY 2015
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants & Benefits
Miscellaneous
Total Operating 0.0 0.0 0.0

Fund Source (Operating Only
None
Total 0.0 0.0 0.0

Positions
Full-time
Part-time
Temporary

Change in Revenues

Estimated SUPPLEMENTAL (FY2013) cost: 0.0
Estimated CAPITAL (FY2014) cost: 0.0

ASSOCIATED REGULATIONS

Out-Year Cost Estimates

FY 2016 FY 2017 FY 2018 FY 2019

0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0

Does the bill direct, or will the bill result in, regulation changes adopted by your agency? Yes

Ifyes, by what date are the regulations to be adopted, amended or repealed?

W hy this fiscal note differs from previous version:

09/16/13

Initial Version

Prepared By: Jeanmarie Davis, Director

Division Support Services Division

Approved By: Daniel S. Sullivan, Commissioner
Department of Natural Resources

Printed 2/16/2013 Page 1

Phone: (907)465-2422
Date: 02/15/2013 01:00 PM
Date: 02/15/13



FISCAL NOTE ANALYSIS

STATE OF ALASKA BILL NO. HB009
2013 LEGISLATIVE SESSION

Analysis

HB 9 amends the Uniform Commercial Code (UCC), which governs secured transactions in personal property. The
Uniform Law Commission, in conjunction with the American Law Institute, amended the UCC Article 9 in 2010 to
respond to filing issues and provide greater guidance as to the name of an individual debtor to be provided on a

financing statement.

HB 9 amends definitions related to certain financing statements that are filed with the Uniform Commercial Code
Central Filing office or recorded with the Recorder's office.

Section 34 instructs DNR to adopt, amend, or repeal regulations and this section takes effect immediately per
Section 36. The Recorders/UCC Central Section has begun work on amending definitions that exist in regulations
and thus DNR anticipates completing regulations by September 16, 2013.

Page 2 of 2

(Revised 1/15/2013 OMB)



UCC Article 4A Amendments (2012) Summary Page lof1

Uniform Law Commission

The Nason*! Conference of Commissioners on Uniform Stale Laws Contact Us: 312.450.6600"

UCC Article 4A Amendments (2012) Summary

The Dodd-Frank W\all StrestReform and Consumer Protectian Act isan amendment tothe Federal
Electranic Funds Trarsfer Act (B-TA) thatvilll have an inportant iimpect on the soope of Artidie4A of
the Uniform Commerrciiall Code. Presmitly Avtidie4A does ot gply toa funds trarsferany partof
whiich ofwhich kgovermed by EFTA. The inplerenting repulatias farthe feckral actwere published
inthe Federal Register nNovenber 2011, with a delayed effective date of the rulles to February
2013, equressly to pamit changes 1o UCC 4A so imight aotinue togoverm aspects of some
ranittance trasfars. Absentt a change toAtide4A, there could be lecpl ucertaiinty fara class of
ranittance trasfers anraentdy govermed by Avtidie4A. The Permanent Ediitarial Board farthe Unifform
Camercial Code has recommended an amendment ©84A-108 and itscaments. Both e ALI and
the ULC have gpproved theamendrent.

UCC Atade4A was aigrdlly drafted to govern trarsfars between commerciial arties. At the time of
draftirg, the EFTA govermed anlly consumer wire trarsfars. UCC 84A-108 was draftedwith et in
mind. When the amendment tOEFTA goes intoeffect 2013, EFTA willl goven “remittance
trasfas’, whether or not those remittance trarsfars are al<o “Electronic fud trarsfars” as cefired h
EFTA. Thus, when theamendment and isslmplementing regulation go intoefiet, the relltofFUCC
$A-108 nitspresat formvilll be thata fod trarsfer initisted by a renittance trarsfervill be etirely
autside the coverage of Articke 4A, even ifthe remittance trarsfar isrotan electranic ford trasfar
(rota consumer ranittance trasier). Thus a number of inportant issues inthose remiittance
trasfersvill be govermed reitter by Artide4A or tre EFTA.

The proposed amendment revises UCC $4A-108 to provide thetArtidie4 A does gply toa remittance
trasfar tret isnotan electranic funds trarsfar under tre EFTA. The amendment then restates tre

rule ofthe supremacy clause that the fechral statutevill antrol inthe case of any anflictbetween
UCC Atide4A and tre BEFTA.

© 2013 The National Conference of Commissioners on Uniform State Laws. All Rights Reserved.

http://www.uniformlaws.org/ActSunimary.aspx?title=UCC%20Article%204A%20Amend... 2/19/2013
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UCC Article 9 Amendments (2010) Summary Page 10f2

Uniform Law Commission

The National Conference of Comnwssiooers on Uniform State Laws Contact Us: 312.450.6600"

UCC Article 9 Amendments (2010) Summary

Articke 9 provides the ruies govermiing any trarssction (Otherthen a firence leese) ttat coupiies a debt
with a aeditor'’s intaest ina debotor’s persoral pgoarty,  ifthe debtor defallits, the aeditarmay
repossess and =i the prgerty (Gererally caiied ollaiad) o satisfy treddot. The aeditar's inlarest
BaGiia a ‘surity nasst™ Artadke 9 also aovers cartain kinds of safes tret ok ilea grantofa
sty nast

Artide 9 was abstantially revisad In 1908, and the 1998 revisias are neffect inail statesand tre
DstrictofColunbia. The 2010 amendments toArtide 9 modify the edstirg statute to respord
filig issLes and address other matters that have arisen inpractice follovirg over-a decade of
eqerience with tre revissd Atade 9.

Of most Inportance, the 2010 amendments provice greater guiidance as tothe name ofa debtor t©
be provided on a fimcirg staterent.  For business entitiesand other ragistered agenizatias, the
amendments darifythet the proper name Tarparfection purposes sthe name fildwith tre stateand
provided on the aganization™s darter arother arstitutive doouments, tothe extent there isa anflict
withthe name on an entity databese.  More inportently, the 2010 Arendments provice sigiificantly
geater daityas o the name ofan irdividlal dsotortobe provided on a firarcing stateratt.

Since the adoptiion ofthe 1998 revision of Artide 9, there have been att lessta dozen courtdscisias
ceaiingwith the guestion ofwhatt name needs tobe provided on a firercirg statement faran
individ el debtor.. Severall states have adopted non-Lniformamendiments toArtide 9 toaddress this
isse. The 2010 Amendments toArtide 9 give greater guiidance by providing stateswith tho

AltamataeA, known as the ‘oA ke, rapuires a fliato provice on the firacirg statenentt
the name on the ddbtor"sdrinar's licaee, iftte licase has ot on isface eired, ifthe debtordoes
rot have adna’s ikas, the filbmust use erttathe idivid.al name of the deotor e, whatever
thedsbtors name isunder aurant lan) orthe debtor’s sumame and fastersoral name. A state
arsidering adgpting Altarative A shoulld inparticlarcosicerwhether the State™sdrinar™s licase
%k?qui?e isaopatiblewith isUniform Commercial Code databese as todaractars, field legth and

i

Altarrative B, known as the “‘safe harbor™ 1uie, leaves intactthre requirenent trettre firarcirg
statament use the ddotor™s “irdividLall name, ” but provides tratthe name on the drinar™s licaeevilll
also be sfficatasveli as the dibtor’s sumame and fastpersoral name.

ifa state Issues fran the same officea nM-driver's Kditificationcard, and itisrotpossible fatre
same irdividLal 1 hoid both a divar™s liceeeand a m-armer's intahationad, thename
provided on the nn-driver' 5 idantification card may be used with the same effectas adiva™s illoase
name under ertter altaretie.

A number of related changes were alsomade - farexarple the 2010 amendments make itciearttat
achange nthe name used on a ddotor"sdiva's licaee or tte epiratdion oftte diva's licasemay
qualifyas a name change farpurposes ofF9-507

©-. With respecttotinsts, follaiaal sheld by a statutory tiustor nVessadhusetts type business
g, the et sa rgisterad agpnizationand tre tist’sname sthe ddotorname. Forcommon law
trsts ttatare not Messachusettts type business tiests, the firerciing statarent nust provice the
name ofthe trstas dtified nthe trists argeniic recorts ifithas name irdicated thare, or
otherwise the name of the settiaror testatorand sfficentadtirio el infamation todistirguisha

partalar trustfrom others heid by et same settharor testatar.
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ine Amendments aiso aeall Wren penecnon ISSLES ariisirg on aer-acouirea prgpertywnen a aceoor
(ronvid el or atenizataan) moves toa new uisictiol.  Artidke9 anantly provides tret parfectian by
fligaotines fafoaur months aftar-the junsdicdion invwhich the debtor s located dhanges. Honever,
thistarmporary periad of parfaction gplies anlywith respect to ollataal onned by the ddbtorat the
time ofthe dhange. Even ifthe ssanity inlarestatitadhes toafter—aauired claadl, trere sanmatly
no perfectacnwith respect to such new clliaaal unlless and il the secured party perfects pursLant
tothe iawofthe new prisdidiion. The amendments change thisby givirg tre fileperfection forfor

morths nallataral aoouired post-move. A simillarchange ismade with respect toa new debtor tret
i5a suocessor by merger. The new rulle provides Tartenporary perfection ncollteral ovned by tre
suooessor kefore the merger or clllataral acouirad by the successorwithin four months aftarthe
MEXTEY -

Bdstirg Section 9-518 auttorizes the debtor to filkka conrection staterent: a claimtteta firacirg
staterent fildagpirst iwas nfactuautrorized. While thisfilirghas no lapl effecton te
ucerlyirg claim, tdoes put inthe plliic record filkeddotors cliaim tret tre firecirg staterent was
wagfully filel The amendments change sectian 9-518 ntwovays. A, thefilligisno lager
allada ‘conrectin stataatt,' " hut s instead refanrad tbas an “infomation statement.”’Secod, the
amendments authorize the secured party of record to aiiso filkkan infomation statenent iffilbscoured
party kelieves tret an amendment to itsfiracing statematwas rotauthorizad. The change
addresses concems of secured arties ttetan anendment toa diffaatfiracirg statenert may be
Inrediertentdy filzdon the secured party™s firercirg statenent because theamendment aatairsan
enmarwhen refarig tothe fienumber oftre firacing statenent to be amended. The comments also
make ciear ttat the secured party has no duty tofilean Infomation staterant, even ifitknons oftte
ureuthorized filig.

A number of actitiaal tedmical amendments arealso inclucd ntispedae.  Forexanpie, some
extraneous infomation ety provided on firercirg statenertswill no logerbe required. A
safe harbor far tre trarsfar of dettel paper nconformance with the Unirform Electranic Trarsectias
Act Bincludd inthe amendrents, and the amendments make isclear ttet the broeder oamice
antrectLal restrictio s found nSection 9-406(d) gplieswith reqmtoenfu'oerrentofa sarity
inasstthrough tre sale or srictforeclcaure of payment intagiblesand pranissory rotes.

Oarihicabon isgivenwith respect o artificates of tite fatitkegoods where ﬁeca’tlﬁciesoﬁlbare
inwhole or nat, nelectranic fam, and greater guildance sgivenwith respect to the roace
rayiremtsarpliwblebeledmicdisasiticrsofdlaaal Gaaficly, tireand ‘Blectianic
Glc;laiofofmlireacﬁas)mmen a sty intarest saforoad by sale orother digaosition of te

The amendments are accompanied by changes 1o tre dfiaal comments toArtadke 9 toegiain tre
amendments and also provice some additiael diarificatios Inthe difical coments.

The amendments are siated to have a uniform effective date of duty 1,2013, so as aliovstates to
adopt the amendments uniformly and have them become qaerau\esmuhmsasly (trereby avoidirg

umecsssary aflidsand arfusionwith respect o intastiale rtasactios). Al statesare urged
adopt the 2010 Amendments to Aticke 9 of the LhiformCammercial Code as quiiddly as possible.
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Uniform Law Commission

The National Conference of Commissioners on Uniform State Laws
Contact Us: 312.450.6600

Legislative Fact Sheet - UCC Article 9 Amendments (2010)

Act UCC Article 9 Amendments (2010)

Origin Completed by the Uniform Law Commissioners, in conjunction with
the American Law Institute, in 2010.

Description The Uniform Commercial Code (UCC) Article 9 governs secured
transactions in personal property. UCC9 was substantially revised in
1998 and adopted in all states. The 2010 Amendments to UCC9
modify the existing statute to respond to filing issues and address
other matters that have arisen in practice following a decade of
experience with the 1998 version of UCC9. Of most importance, the
2010 Amendments provide greater guidance as to the name of an
individual debtor to be provided on a financing statement.

Endorsements (Approved by the American Bar Association)

Enactments Colorado, Connecticut, Florida, Hawaii, ldaho, lllinois, Indiana, lowa,
Kansas, Kentucky, Louisiana, Maryland, Michigan, Minnesota,
Nebraska, Nevada, New Hampshire, North Carolina, North Dakota,
Ohio, Oregon, Puerto Rico, Rhode Island, South Dakota, Tennessee,
Texas, Virginia, Washington, West Virginia, Wisconsin

2013 Introductions Alaska, Arizona, Delaware, District of Columbia, Massachusetts,
Mississippi, Missouri, Montana, New Mexico, Oklahoma,
Pennsylvania, Utah, Wyoming

Staff Liaison(s) Nicole Julai

© 2013 The National Conference of Commissioners on Uniform State Laws. All Rights Reserved.
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Uniform Law Commission

he National Conference of Commissioners on Uniform State Laws
Contact Us: 312.450.6600

Why States Should Adopt 2010 Amendments to UCC Article 9

Article 9 of the Uniform Commercial Code governs secured transactions in personal property.
Article 9 was substantially revised in 1998, and the 1998 revisions are in effect in all states and
the District of Columbia. The 2010 amendments to Article 9 modify the existing statute to
respond to filing issues and address other matters that have arisen in practice following a decade
of experience with the revised Article 9.

Of most importance, the amendments provide greater guidance as to the name of an individual
debtor to be provided on a financing statement. The amendments offer two alternatives to each
state:

« Alternative A provides that, if the debtor holds a driver’s license issued by the state where the
financing statement is filed, the debtor’s name as itappears on the driver's license is the name
required to be used on the financing statement. If the debtor does not have such a driver’s
license, either the debtor’ actual name or the debtor’s surname and first personal name may
be used on the financing statement.

« Alternative B provides that the debtor’s driver’s license name, the debtor’s actual name or the
debtor’s surname and first personal name may be used on the financing statement.

A state considering adopting Alternative A should in particular consider whether the state’s driver’s
license database is compatible with its Uniform Commercial Code database as to characters, field
length and the like.

The amendments further improve the filing system for the filing of financing statements. More
detailed guidance is provided for the debtor’s name on a financing statement when the debtor is a
corporation, limited liability company or limited partnership or when the collateral is held in a
statutory or common law trust or in a decedent’s estate. Some extraneous information currently
provided on financing statements will no longer be required.

In addition, the amendments provide greater protection for an existing secured party having a
security interest in after-acquired property when its debtor relocates to another state or merges
with another entity.

The amendments also contain a number of technical changes that respond to issues arising in the
marketplace and a set of transition rules.

A state should adopt the 2010 amendments so that its Article 9 rules will benefit from the
experience with the existing statute and are up to date.

© 2013 The National Conference of Commissioners on Uniform State Laws. All Rights Reserved.
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UCC Article 9 Amendments (2010)

Enactment Status Map

Legislative Tracking

2013 Introductions & Enactments
State Bill
Alaska HB 9
Arizona SB 1039
Delaware HB 8
District of Columbia 19-222
Massachusetts HB 28
Mississippi SB 2609
Missouri HB 212
Montana HB 212
New Mexico SB 146
Oklahoma SB 371
Pennsylvania HB 24
Utah SB 41
Wyoming SB 13

S =Enacted Q = Introduced this Year

Sponsor
Gruenberg
Reagan
Walker
Alexander

Doty
Cox

lvey-Soto
lvester
Grell
Hillyard

Status

Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
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Uniform Law Commission

The National Conference of Commissioners on Uniform State Laws

Legislative Fact Sheet - UCC Article 4A Amendments (2012)

Act

Origin
Description
Endorsements
Enactments

2013 Introductions

Staff Liaison(s)

UCC Article 4A Amendments (2012)
Completed by Uniform Law Commissioners in 2012.

Section 4A-108 was amended in 2012 by the PEB for UCC.

California, New York, Ohio

Alaska, District of Columbia, Hawaii, Indiana, Nebraska, New Jersey,
North Dakota, Pennsylvania, South Dakota, Virginia, Washington

Nicole Juial

)2013 The National Conference of Commissioners on Uniform State Laws. All Rights Reserved.
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Why States Should Adopt the Amendment to UCC Article 4A

Preemptive federal regulations for remittance transfers will become effective in February 2013. The
delayed implementation was given to provide the Uniform Law Commission and/or interested parties
time to make changes that would permit some aspects of remittance transfers to continue to be
covered by UCC Article 4A. The federal regulation is intended to cover primarily consumer remittance
provider disclosure and limited other issues in funds transfers (remittances) that go out of the United

States.

The proposed amendment revises UCC §4A-108 to provide that Article 4A does apply to a remittance
transfer that is not an electronic funds transfer under the Federal Electronic Funds Transfer Act (EFTA)
The amendment maintains the coverage of UCC 4A for some aspects of wire transfers, while initial
aspects of generated consumer remittance transfers will be covered by the federal rules. Without
enactment of the amendment, neither the federal rule nor UCC 4A will apply to some aspects of
remittance transfers. The result would be no statutory rules for remittance transfers that may involve
mistaken addresses or payees, duties of intermediaries and other issues beyond the initial sending of

the transfer.



UCC Article 4A Amendments

Enactment Status Map

Legislative Tracking

(2012)

2013 Introductions & Enactments

State

Alaska
District of Columbia
Hawalii
Indiana
Nebraska
New Jersey
North Dakota
Ohio
Pennsylvania
South Dakota
Virginia
Washington

http://www.uniformlaws.org/Act.aspx?title=UCC%20Article%204A%20Amendments%20...

Bill

HB 9
19-136
HB 135
HB 1224
LB 146
SB 2144
HB 1127
SB 333
HB 22
SB 111
SB 1066
HB 1115

y =Enacted O = Introduced this Year

Sponsor
Gruenberg
Alexander
McKelvey
Price
Gloor

Gill

Obhof
Grell
Soholt
Edwards
Pedersen

Status
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Introduced
Enacted
Introduced
Introduced
Introduced
Introduced
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Alaska Bankers Association

P.O. Box 241489 = Anchorage, Alaska 99524-1489 < T: 907-261-3525 < F: 907-562-1758

January 28, 2013

Representative Gruenberg
State Capitol

Room 110

Juneau, AK 99801

RE: Alaska House Bill 9 - Secured Transactions and Funds Transfers

Dear Representative Gruenberg:

The Alaska Bankers Association consists of the following eight member banks: Alaska Pacific Bank,
Denali State Bank, First Bank Ketchikan, First National Bank Alaska, KeyBank, Mt. McKinley Bank,
Northrim Bank, and Wells Fargo Bank.

The Alaska Bankers Association supports House Bill 9.

This is a bill to clarify the relationship between UCC Article 4A and the federal Electronic Fund Transfer

Act (the “Act™) and to confirm Article 4A's applicability to remittance transfers under the Act

The Act and Regulation E issued under the Act cover "electronic fund transfers," an electronic payment

initiated by or on behalf of a consumer to debit or credit a consumer’s account

Generally, UCC Article 4A governs "funds transfers,”such as a wholesale wire transfer originated on
behalf of a business enterprise. Article 4A governs the rights and responsibilities among commercial

parties to a wire transfer, including payment obligations among the parties and allocation of risk of loss.

Under current law, UCC Article 4A does not apply to a funds transfer governed by the Act By virtue of
this section 4A-108 (A.S. section 45.14.108), funds transfers governed by the Act and funds transfers

governed by UCC Article 4A are clearly separated by a statutory firewall.

Section 1073 to the federal Dodd-Frank Act amended the Act to add a new section 919 governing
"remittance transfers." A remittance transfer includes a wire transfer originated by a consumer to send
funds to a designated recipient located in a foreign country. When the federal Consumer Financial
Protection Bureau implemented section 919 by issuing amendments to Regulation E, a wire transfer sent
on a consumer's behalf that is a remittance transfer became governed by the Act Consequently, to the
extent some funds transfers, such as an international wire transfer originated by a consumer, are
remittance transfers under Regulation E, the transfers are governed by the Act, even if they are not

electronic fund transfers, as defined in the Act.



Thus, section 1073 changes current law. If UCC section 4A-108 remains unchanged, the effect of current
section 4A-108 is to make funds transfers that are remittance transfers (but not electronic fund transfers)
fall outside the coverage of Article 4A, leaving the rights and responsibilities among providers of
international funds transfers, such as international wire transfers, unregulated by Article 4A. The
amendment to section 4A-108 makes such remittance transfers subject to Article 4A so long as the

transfers do not tell within the definition of an electronic fund transfer and so long as such coverage is not

inconsistent with the Act

in summary, this bill will continue the firewall between the Act and Article 4A. Therefore, the rights and
responsibilities among providers of international funds transfers, including international wire transfers, will
continue to be regulated by Article 4A. Further, the consumer’s rights and protections afforded under the
Act and Regulation E to such remittance transfers will continue to be available to consumers, as the Act

will be the governing law between the consumer sender and the remittance transfer provider.

Thank you for the opportunity to provide comment on Alaska House Bill 9.

Sincerely,

Joseph C. Everhart
President, Alaska Bankers Association



SEAN PARNELL, GOVERNOR

P.0. Box 110300

DEPARTMENT OF LAW Juneau, Alaska 99811-0300

Phone:  (907) 465-3600
Fax: (907)465-2075

OFFICE OF THE ATTORNEY GENERAL

February 21, 2013

Representative Wes Keller
House Judiciary Committee
Alaska State Legislature
State Capitol, Room 118
Juneau, Alaska 99801-1182

Re:  Hearing Request re: HB 9 —Secured Transactions and Funds Transfers

Dear Representative Keller:

The Department of Law would appreciate scheduling of the above bill for a
hearing in your committee, at your earliest convenience.

We have reviewed the bill and have found no legal concerns.
If you have any questions, please feel free to contact me.
Sincerely,

MICHAEL C. GERAGHTY
ATTORNEY GENERAL

Deborah E. Behr
Chief Assistant Attorney General

MCG:DEB:pav

cc: Heather Brakes, Legislative Director, Office of the Governor
Representative Max Gruenberg, Sponsor
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