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Agenda:
e Secured Transactions
e Bankruptcy by the Numbers

« Notices, Lien Waivers, and Mechanic's Liens
« Construction Technology
« UCCFilings
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UCC Filings & Mechanic'’s Liens

What Do They Have in Common? Security.
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Bankruptcy by the Numbers

Commercial bankruptcies by month
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Secured creditors recovered

$0.98 on the dollar.

In an analysis of 2024
commercial bankruptcy plans,
secured creditors recovered
an average of 77% more
than unsecured creditors.
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Notices, Lien \X/awers and

Mechanic's Lien Services




Notices, Lien Walvers,
and Mechanic's Liens

« Preliminary Notices
« Lien Waivers

L

Mechanic’s Liens
 Bond Claims

 Demand Letters
« Suit/Foreclosure
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Security In Our Personal Lives
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Mechanic's Lien Process: 4 Steps

Within 20 days from Payment contingent Within 90 from last Within one year of
first furnishing on signing furnishing filing the lien
@ o2 0= {Eél S
ONCS o

Above deadlines are examples




Mechanic's Lien Process

What is it? How does it work?

* Notice: Notice (required by statute) given to the
owner and/or prime contractor as a precondition to
filing a lien or serving a bond claim.

« Lien Waiver: Signed document in which the would-be
lien claimant agrees to waive rights to its claim based
on payment received.

« Mechanic’s Lien: Lien against real property by one
providing materials or services to the project.

« Bond Claim: Written notice informing prime
contractor or surety that claimant, e.g., subcontractor,
supplier, or materialman, looks to them for payment.

« Suit/Foreclosure: An action in a court of law to
enforce a claim.
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u u u PRELIMINARY NOTICE CALIFORNIA
r e I m I n a r O t I C e USE PROOF OF SERVICE AFFIDAVIT OF CALIFORNIA 20-DAY PRELIMINARY NOTICE
(PRIVATE AND PUBLIC WORE)
I ACCORDANCE WITH SECTIONS 8102, £200-8202 AND 9300-0303, CALIFORNIA CIVIL CODE
y CONSTRUCTION LENDER YOU ARE HEREBY NOTIFIED THAT ...
(Or Reputed Construction Lender, if Any) Inventory Manufacturers dba The Construction People
**DEMO CLIENT*#*
729 Miner Road
Constructionloanmo. _ {ifknown) Cleveland, OH 44143

(M. Eristin Alford
OWNER Or  PUBLIC AGENCY AND Telephone: ({440) 461-9661; Emal: kalfordi@nescredit com)

“It will upset my customer.” argmons  DESTCIGORFICER 2 e

bas fumished or will furnish specially fabricated matertals and
Office labor of the following zeneral description:

Beverdy Hills, CA 90210 pieces, parts and thingamajigs

DIRECT CONTRACTOR for the building, stracture or other work of improvement located at:
(Or Reputed Direct Contractor)

The Officer's Building

“I can't keep track of my projects.” B s

Beverly Hills, CA 90210 Beverly Hills, CA 90210
The name of the persen or firm whe contracted for the purchase

T] TR
?ér%;g; 51111‘:-?_‘5?05 of such labor, services equipment or materials:
Those Subcontractor Guy's Thosa Subcontractor Guy's
1234 Labor Ave.
cerly Hills 2 NOTICE TO FROPERTY OWNER

i I/ . Beverdy Hills, CA 50210 EVEN THOUGH YOU HAVE PAID YOUR CONTRACTOR IN FULL,
On aVe e S a Or Il I Ie O if the person or firm that has given you this notice is ot paid in fall for
SUB-SUBCONTRACTOR labor, service, equipment, or material provided or to be provided to your

(O Reputad Sub-Subcantractor) comsiruction project, a ien may be placed on your property. Foreclosure of
the hien may lead to loss of all or part of your property. Yoo may wish fo

research next steps.” e T
T T T ; izmed release by the om or firm that has gi this motice hefore
¢ st&%gﬁ:uggﬁglm;gk ??-ﬂung pa}m;)-t o m contracter, er mga;yumu’ method that is
appropriate under the dronmstances.

This motice is required by law to be served by the ondersizned as a
. statement of your legal rights. This mofice is not intended to reflect upon
BOND) COMPANY the financial condition of the contractor or the persom employed by yom on

the constraction project.

If yom record a motice of ceszafion or completion of vour construction
project, you must within 10 days after recording, send a copy of the notice
of completion to your contractor and the person or firm that has given you
this mafice. The notice must be sent by registered or certified mail Failure
to semd the motice will extend the deadlime to record a claim of Hen. You are
not required fo send the notice if yom are a residential homeowner of a
An estimate of the total price of the labor, services, dwelling containing four or fewer nnits.
equipment or materials furnizhed or to be furnizhed is: Claimane's Natice of umpaid compensation & employer payments owing t
$150,000.00 labarers & entifies (described in Civil Code § 8202(b)): The names and

2 - addresses of the laborer(s) and the Trust Fund to whom compensation amd
Statement or estimate of the Claimant’s demand for sums ?\mmirpm icfare due and payabie are
currently due after deducting all just eredits and offsets: (Addresses)

Mailed this datec July 30, 2024

p r}j_ﬁ—v!:

Crur Beference:

$0.00

NCS -.ccr




Security In Construction

Notices & Mechanic's Liens mitigate
risk and protect cashflow.

Building / Land

General
Contractor

Subcontractor Subcontractor Subcontractor

Material Service Material
Supplier Provider Distributor




Justitying the Credit

Building / Land

: General
Tler 1 Contractor
== _ ,%Tier 2 Subcontractor Subcontractor Subcontractor
e :I
Tier Material Service Material
3 Supplier Provider Distributor

Claims filed below this line may be questionable.
S NG



Understanding Lien Waivers

Conditional or Unconditional?

A signed document in which the would-
be lien claimant agrees to waive rights
to its claim based on payment received.

Conditional lien waivers
are preferred, because
the “conditions” provide
the creditor with
leverage, in the event
payment is not received
or does not clear.

Conditional

Unconditional

1 R




Understanding Lien Waivers

Labor/Materials Payment & Project/Invoice Waiver Signed Payment
Provided Waiver Received Due Diligence and Sent Clears




Mechanic's Liens
A defined right.

_‘;:‘

« Within 3 tiers of the owner

« Tangible goods must be affixed
(glued down, plumbed; not
freestanding)

« No suppliers-to-suppliers




—mpowering through Automation

Import File AP]

Digital Job
Information Sheet




A/R Management

When your customer remits payment. E‘:

Except, you have 20 projects with that customer...

«  Which project should the payment apply to?

« How many systems do you have to search to
find the right information?

« How much time will you spend matching the
payment to the project?




NCS Credit's A/R Management

Technology saving you time and money!

—
Labor/Materials Payment & Project/Invoice Waiver Signed Payment
Provided Waiver Received Due Diligence and Sent Clears

“NCS.....
= Proresan re Cxkacrion
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The Uniform
Commercial Code

« Article 1: General Provisions

« Article 2: Sales

« Article 2A: Leases

 Article 3: Negotiable Instruments

« Article 4. Bank Deposits and Collections

« Article 4A: Funds Transfer

« Article 5: Letters of Credit

« Article 6: Bulk Transfers

« Article 7. Warehouse Receipts, Bills of Lading

 Article 8: Investment Securities

 Article 9: Secured Transactions




UCC: Two Required Elements

SECURITY AGREEMENT

This Security Agreement, made and entered in this day of .20
by and between SECURED PARTY NAME. located at SECURED PARTY ADDRESS, (hereinafter "Ee-::ur\ed Party”) and
DEBTOR NAME. with chisf offices located at DEBTOR ADDRESS, and if registered. incorporsted in the state of STATE. UCC FINANCING STATEMENT

FOLLOW INSTRUCTIONS
1 CREATION OF SECURITY INTEREST

A, NAME & PHONE OF CONTACT AT SUSMITTER {cgitianal)

In considerstion for the extension of credit, Debtor hereby grants a security interest in and assigns to the Secured FParty
the Collateral described in paragraph |l below to secure payment and performance of all debts, liabilities and obligations
of Debtor of any kind whenever and however incurred to Secured Party.

B. E-MAIL CONTACT AT SUSMITTER {opbional)

C. SEND ACKMNOWLEDGMENT TOr  (Name and Address)

n COLLATERAL [ ]

To secure payment for all purchases from Secured Party, now and in the future, Debtor hereby grants Secured Party a

continuing purchase money sscurity interest in all of Debtor's presently cwned or hereafter acquired (2) goods, (b) J
instruments, (¢} promissory notes (d) Chattel paper including electronic chattel paper and tangible chattel paper. (&) CURED FORMA
documents, (f} accounts, {g) accounts receivable, (h) equipment see attached Exhibit "A” for equipment description (i) mﬁm o istbietioti oo T R L Or e s oy
comrercial tort claims (j) general intangibles, (k) payrment intangibles and (1) software, together with sll proceeds E ity mmmn‘:';‘::‘::m“”“' "“:“-ﬂ;"‘m“:': o mat o, mody, “m““"“ﬁx“"““‘“'ﬂm‘“mmm“"
including insurance procesds or any other property resulting in the =ale, lease, or other disposition of such eguipment and _ a - - '
&ll support obligations thereof in which the debtor now or hereafter has rights or the power to transfer rights. Secured 13 CRGANEATIONS NAwE
Party's purchase money security interest is explicitly limited to outstanding obligations between Secured Parly and Debtor. 2R

6. FONDUALE SURMAME SRET FERSONAL FAIIE ACCITIONAL NANE EVRITIALIE] EFFR
The term "Obligations” 25 used in this Agresment shall mean and include all indebtedness, liabilitizs and obligations,
lizbilities and obligations of any nature, however arising whether monetary or otherwise, now existing or hereafter arising 1= MALNG ADDRESS E FTE - [FEETL T T
in favor of Secured Party. including any attorney’s fees and expenses to which Secured Party may be entitled as further
provided in this Agreement. EE ME MAME: Provide onty one Dettor name (23 0r 25) (use cxact, %l name; 3o Not omit, mody, or abbreviate: amy part of the Debior's rame: Fany part of the Indiicsl Dettors nama wil

okt inlina 25, keawe 2 of itam 2 biar, chack hera 7] et prowhan the Inchvicksal Dsttor iormation in e 10 o s Fiancing Statamen Ackiendum (Form LCCTAd)

] DEBTOR'S OBLIGATION S 2 ORGANIZ/TIONT WARE
A Debtor warranis and covenants: That the Collateral will be held for use, sale or lease in and for Debtor's business B TS FIRST FEREONAL NAME ADCITIONAL NAMEEVINITIALIE] U
and will be kept only st the principal place of business set forth herein (and Debtor's additional address(es) s=t forth with
its signature, if any); Debtor will notify Secured Party in writing fifteen (15) days prior to any of the following: 20 MALING ADORESS oy STATE  [POSTAL CODE COUNTRY
{1} Change(s) or additions o location of any material or substanfial portion of the Collateral,
{2) Change(s) in location of chief executive offices (if an unregistered entity), S SECURED PARTY 5 NAME 1 NAME o ASEIGHES o ASISNOR SECURED PARTY Frowios one ooe Secares Farty nae (32 20
3 Change(s) in state/province of Incorporation (if a registerad entity). 32 CRGANZATIONS NANE
{4) Zhange(s) in state/province of residencs (if an individual),
{5) Change(s) in state/province of residencs or name change on unexpired driver's license (if individual). OF 35 ToOUALS SUwiE FIRST FEFGONAL NAWE ADOITIONAL NAME EVNITIALIE] BUFFIK
B. Debtor will nofify Secured Party in writing 30 days prior of: its opening of any new places of business, or the
closing of any existing places of business, or the change of namea or nature of the entity indluding changes to 3 MAILING ADCRESS T ETATE [POSTAL CODE COUNTRY
state/province of incorporation or state/province of chief executive offices.

4 COLLATERAL: This fnancing siatement covers fe Toliowing colateral:
w DEFAULT -

As expressly stated in the Credit Application and'or Terms and Conditions andfor Guarantee along with the following shall
constitute a default by Debtor: ron-payment: Failure to pay the principal or any installment of principal or of interest on the
indebtedness or amy notes when due. In addition, Debtor shall be in default if Debtor improperly files an amendment,
correction statemeant or termination statement related to a filed financing statement evidencing Secured Party’s security
interest in the Caollateral and if bankruptcy or insolvency proceedings are instituted by or against the Debtor or if Debtor
makes any assignment for the benefit of craditors.

mizreprazentation: Misreprasentation or misstatement in connection with, noncomplisnce with or nonparformance of any
of Debtor's obligations or agreements under paragraphs |1l and VIl shall constitute default under this Security Agreement.

ARTY"S HTS AND REMEDIES

this security agreement, and...

Se C u rlty ign this security agreement. the assignee shall be enfitled, upon notifying the Debtor, to %mﬁﬁmﬁtﬁ Soserns | reop oo —_ - ' U CC- 1 FI n a n CI ng
ions and agreements under paragraphs Il and VI, and assignee shall be entitied to all O O ) [ acsars - | |:
=1 Statement

Ag re e m e nt red Party under this paragraph ¥, and... —— — -t

B. OFTIONAL FILER REFERENCE DATAC

ntermat: A
FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCCH) (Rev. 0T/01423) ! onal Assoc




Security Agreement

Creates a secured interest, spells
out terms & conditions, and It can
be a stand-alone document or
exist in other forms:

 Loan agreement

« Sales agreement

« Consignment agreement
* Promissory note

« Conditional sales contract
« Dealer agreement

SECURITY AGREEMENT

This Security Agreement, made and entered in this day of
20 , by and between SECURED PARTY NAME, located at SECURED PARTY ADDRESS,
(hereinafter “Secured Party") and DEBTOR NAME, with chief offices located at DEBTOR ADDRESS, and if
registered, incorporated in the state of STATE.

I CREATION OF SECURITY INTEREST

In consideration for the extension of credit, Debtor hereby grants a security interest in and assigns to the
Secured Party the Collateral described in paragraph |l below to secure payment and performance of all debts,
liabilities and obligations of Debtor of any kind whenever and however incurred to Secured Party.

I COLLATERAL

To secure payment for all purchases from Secured Party, now and in the future, Debtor hereby grants Secured
Party a continuing purchase money security interest in all of Debtor's presently owned or hereafter acquired (a)
goods, (b) instruments, (c) promissory notes (d) Chattel paper including electronic chattel paper and tangible
chattel paper, (e) documents, (f) accounts, (g) accounts receivable, (h) equipment see attached Exhibit "A" for
equipment description (i) commercial tort claims (j) general intangibles, (k) payment intangibles and {I)
software, together with all proceeds including insurance proceeds or any other property resulting in the sale,
lease, or other disposition of such equipment and all support obligations thereof in which the debtor now or
hereafter has rights or the power to transfer rights. Secured Party's purchase money security interest is
explicitly limited to outstanding obligations between Secured Party and Debtor.

The term “Obligations” as used in this Agreement shall mean and include all indebtedness, liabilities and
obligations, liabilities and obligations of any nature, however arising whether monetary or otherwise, now
existing or hereafter arising in favor of Secured Party, including any attorney’s fees and expenses to which
Secured Party may be entitled as further provided in this Agreement.

m DEBTOR’S OBLIGATIONS

A Debtor warrants and covenants: That the Collateral will be held for use, sale or lease in and for
Debtor's business and will be kept only at the principal place of business set forth herein (and Debtor's
additional address(es) set forth with its signature, if any); Debtor will notify Secured Party in writing fifteen (15)
days pnior to any of the following:

(1) Change(s) or additions to location of any material or substantial portion of the Collateral,

(2) Change(s) in location of chief executive offices (if an unregistered entity),

(3) Change(s) in state/province of Incorporation (if a registered entity),

(4) Change(s) in state/province of residence (if an individual),

(5) Change(s) in state/province of residence or name change on unexpired driver's license (if individual).

B. Debtor will notify Secured Party in writing 30 days prior of: its opening of any new places of business, or

the closing of any existing places of business, or the change of name or nature of the entity including changes
to state/province of incorporation or statefprownce of chief executive offices.

v DEFAULT

As expressly stated in the Credit Application andfor Terms and Conditions and/or Guarantee along with the




UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS

A NAME & PHOMNE OF CONTACT AT SUSMITTER {optional)

B. E-MAIL CONTACT AT SUSMITT ER {ogtional]

C. SEMD ACKNOWLEDGMENT TOr | (Name and Address)

M B

SEE BELOW FOR SECURED PARTY CONTACT INFORMATION

THE ABOVE SPACE IS FOR FILING OFFICE USE OMLY

T —————————
BEE EE\JNWE Frovide onfy gne Debior name (12.0r 0] (use exact, Tull name; do not ok, ModiYy, o abbreviate any part of the Debtor's namel; If any part of the Indwidiual Debtor's namsa wil

maot At in lina Th, oo 3l of fem 1 bk, check hans: I:I and provida tha Individual Dabior Informartion in kam 10 of the Fnancng Satemant Addendem (Form LCC1AZ)

8. ORGANIATION'S NAME

Ab. INDIVIDUAL'S SURNAME ADDITIONAL NAMEEMNITIALIE)

MAILING ADDREES omy TWE |FOSTALCO0E

-
3 NAME: Frovide oniy one Debbor name- (33 o 25 (use sxact, Ll name; 4o not omit, mody, or abbreviabe any part of the Debior's rame; Fany part of the indiachsal Debiors nama wil
ot £ inline 2, kaave all of ftem 2 blank, chack harm I:l e provida the individuzl Debtor infiormation in Bem 10 of the Firancing Satement Addendum (Form LD 1Ad)

2a OROAMIZATIONTS NAME

ADDITIONAL MAME|EMNITIALIE)

ETATE |=U&Tﬁ_0{>€€

3. SECURED PARTY"S NAME ior NAME of ASSIGNEE of ASSIGNOR SECURED FPARTYE Provide only one Secunsd Farty name (33.0r 3

32 ORGANTATIONE NAME

30, INDIVIDUAL'S SURNALE ADDITIONAL MAME|EMNITIALIE)

MAILING ADDRE 53

ETATE |=G€E'[:\_0{DE

4. CDLL."-TE-R.'\_: Thiz fnancing statement covers T Tliowing colaters:

5. Check oy f appdcabée and check gty one box: Collsteral s | | hekd in a Trust jses ICC 14, e 17 and Insiruchons) | | eing adminisisres by  Decedent's Personal Representatre
TS, Check DLy ¥ applicabie and thech 001y one bo: BE- Chech 00l ¥ appl Cabie and theck LIy one bor

[ ] Putssc-minance Transacton [ ] merutactne-Home Transaction [ ] Aesior bs a Transmiting Uity [] Agtetormivien [ | Hortico =g
7. ALTERNATIVE DESIGNATION if appicatier | | Lesseetessor | | Consignes/Consignar | | sesermuyer | | saseesator | | Licenzesiicerzor
E. CPTIONAL FILER REFERENCE DATA:

mtemational AssociEtion OIMMercia nIShrators. ]
FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCC1) (Rev. 07/01/23) e

Inancing Statement

Records the secured interest and makes
it a public record

In effect for five years, at which time can
be continued for another five-year period

Filed in locations based on your
customer’s form of business




Inventory vs.

It depends on what your customer does with the goods you sell to them. Is
your customer reselling or using your products in their business?

EQUIPMENT

INVENTORY (GOODS)

—quipment

Search

\

Customer

resells the

goods to
another entity

/

Notify

Contract

Customer
uses the
goods in the
course of their
business

20-day Rule




Priority in UCC Filings

Claims are paid based on where they are situated on the claims priority ladder.

Secured
Creditors
Administrative
Priority Claims
Lower-Level

Priority Claims

Pre-petition
Unsecured Creditors




Protecting Cashflow

Mitigate risk and protect cashflow.

Bank First in time,
Debtor: $100,000 100%, $50,000 first in right

2nd Creditor

100%, $10,000

3rd Creditor Secured

100%, $10,000 Creditors

4th Creditor

100%, $10,000

5th Creditor

100%, $10,000

O Ncsmcm

$10,000 100 unsecured creditors .01 cent on the dollar




Opportunities to Take
Security

* New customers

» EXxisting customers

: R
T\ N Customers Receive You Receive
- \ ) | o

~

( )

Signed Security

Extended Terms
Agreement

- J

(Increased Credit\
Line

- J

=m Prepessioe re Ol



UCC Filings and Credit Insurance

. ?
Secured vs. Insured: why not both’ ucc Credit UCC Filings &

Filings Insurance | Credit Insurance

Fixed Cost: regardless of your customer’s financial
profile

Mitigates Risk: reduces bad debt write-offs and
improves DSO

v/

Security Interest: grants you rights to the collateral
used to secure the line of credit

Payment Priority: secures your spot in the payment
line if your customer defaults or files for bankruptcy

CISIKIK

Identifies Risks: actuaries provide analysis to
identify potential losses

Transfers Risk: risk is transferred to the insurer’s
balance sheet

AN

Public Record: establishes a public
acknowledgement of the financial agreement

NANASANANENAN

N




Advantage of Being a Secured Creditor

In review of bankruptcies with plans effective 01/01/2023 - 10/01/2024. On average, secured creditors
recovered 95% of allowed claims and unsecured creditors recovered 6% of allowed claims.

Secured Creditors Unsecured Creditors

LBy Recovery Recovery
Construction Materials 100% 0%
Home Furnishings Stores 100% 0% - 2.5%
Equipment Rental and Leasing 100% 0.3%-1.1%
Biological Products 100% 1.60%
Eating Places 51% 3%
Sporting and Athletic Goods 100% 3.5% - 20.6%
Fabricated Structural Metal 100% 6% - 8%
Surgical and Medical Instruments 100% 7%
Construction Structural Wood 100% 21.10%



NCS Technology

-
: NCS Crmit Ordine Servicm Piots + @ lomonrem = @ty Coer = &

Live A/R Balances
Notice/Waiver Automation
Simple Project Management

1-Click Project Escalation




-mpowering through Automation
Crawl. Walk. Run. Credit Hero.

Digital Job
Information Sheet




UCC Filings & Mechanic’s Liens

UCC
FILINGS

MECHANIC'S
LIENS

Secured Credi O NCS¢




Thank Youl!

Alec Papesch

apapesch@ncscredit.com
800.826.5256 x246

NCScredit.com



mailto:apapesch@ncscredit.com
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