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A bill

TO AMEND THE SOUTH CAROLINA CODE OF LAWS BY AMENDING SECTION 36‑8‑503, RELATING TO THE PROPERTY INTEREST OF ENTITLEMENT HOLDERS IN FINANCIAL ASSETS HELD BY SECURITIES INTERMEDIARIES, SO AS TO DELETE THE REFERENCE TO SECTION 36‑8‑511; BY AMENDING SECTION 36‑8‑511, RELATING TO PRIORITY AMONG SECURITY INTERESTS AND ENTITLEMENT HOLDERS, SO AS TO DELETE THE PROVISIONS RELATED TO THE PRIORITY OF CLAIMS FOR A CREDITOR BY A SECURITIES INTERMEDIARY AND FOR THE PRIORITY OF CLAIMS FOR A CLEARING CORPORATION BY CREDITORS AND ENTITLEMENT HOLDERS; AND BY AMENDING SECTION 36‑9‑305, RELATING TO THE LAW GOVERNING PERFECTION AND PRIORITY OF SECURITY INTERESTS IN INVESTMENT PROPERTY, SO AS TO DELETE THE PROVISION REGARDING THE LOCAL LAW OF THE SECURITIES INTERMEDIARY’S JURISDICTION TO GOVERN PERFECTION AND PRIORITY OF AN INTEREST IN A SECURITY ENTITLEMENT OR ACCOUNT.

[bookmark: ew_58326ede3]Be it enacted by the General Assembly of the State of South Carolina:

[bookmark: bs_num_1_aeacee122][bookmark: dl_08c8a5639]SECTION 1.	Section 36‑8‑503(a) of the S.C. Code is amended to read:

[bookmark: cs_T36C8N503_9e3b73161][bookmark: ss_T36C8N503Sa_lv1_de4b45756]	(a) To the extent necessary for a securities intermediary to satisfy all security entitlements with respect to a particular financial asset, all interests in that financial asset held by the securities intermediary are held by the securities intermediary for the entitlement holders, are not property of the securities intermediary, and are not subject to claims of creditors of the securities intermediary, except as otherwise provided in Section 36‑8‑511.

[bookmark: bs_num_2_f5bad0286][bookmark: dl_7186c025a]SECTION 2.	Section 36‑8‑511 of the S.C. Code is amended to read:

[bookmark: cs_T36C8N511_253877134]	(a) Except as otherwise provided in subsections (b) and (c), if If a securities intermediary does not have sufficient interests in a particular financial asset to satisfy both its obligations to entitlement holders who have security entitlements to that financial asset and its obligation to a creditor of the securities intermediary who has a security interest in that financial asset, the claims of entitlement holders, other than the creditor, have priority over the claim of the creditor.
	(b) A claim of a creditor of a securities intermediary who has a security interest in a financial asset held by a securities intermediary has priority over claims of the securities intermediary's entitlement holders who have security entitlements with respect to that financial asset if the creditor has control over the financial asset.
	(c) If a clearing corporation does not have sufficient financial assets to satisfy both its obligations to entitlement holders who have security entitlements with respect to a financial asset and its obligation to a creditor of the clearing corporation who has a security interest in that financial asset, the claim of the creditor has priority over the claims of entitlement holders.”

[bookmark: bs_num_3_49f92f34e][bookmark: dl_16795895e]SECTION 3.	Section 36‑9‑305(a) of the S.C. Code is amended to read:

[bookmark: cs_T36C9N305_3133bc031][bookmark: ss_T36C9N305Sa_lv1_c866cb1b6]	(a) Except as otherwise provided in subsection (c), the following rules apply:
[bookmark: ss_T36C9N305S1_lv2_e6a51ea7c]		(1) While a security certificate is located in a jurisdiction, the local law of that jurisdiction governs perfection, the effect of perfection or nonperfection, and the priority of a security interest in the certificated security represented thereby.
[bookmark: ss_T36C9N305S2_lv2_7d0a081a9]		(2) The local law of the issuer's jurisdiction as specified in Section 36‑8‑110(d) governs perfection, the effect of perfection or nonperfection, and the priority of a security interest in an uncertificated security.
		(3) The local law of the securities intermediary's jurisdiction as specified in Section 36‑8‑110(e) governs perfection, the effect of perfection or nonperfection, and the priority of a security interest in a security entitlement or securities account.
[bookmark: ss_T36C9N305S3_lv2_5646221b6]		(4)(3) The local law of the commodity intermediary's jurisdiction governs perfection, the effect of perfection or nonperfection, and the priority of a security interest in a commodity contract or commodity account.

[bookmark: bs_num_4_lastsection][bookmark: eff_date_section]SECTION 4.	This act takes effect upon approval by the Governor; provided, however, that the provisions of this act are contingent upon any necessary funding as provided by the General Assembly.
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