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June 30, 2002 Deadline for Maintaining Perfection of Certain Security Interests
Under Revised UCC Article 9

By Norman A. Futami

The Revised Uniform Commercial
Code Article 9, governing security
interests in personal property and the
sale of accounts, chattel paper, pay-
ment intangibles and promissory
notes, is now effective in all fifty
States and the District of Columbia.
Under the transition rules of the
Revised UCC Article 9, secured par-
ties have until June 30, 2002 to con-
tinue perfection of security interests
under certain circumstances. Security
interests which have been perfected
by filing a financing statement under
the Former UCC Article 9 will gener-
ally remain perfected for the five-year
effectiveness of such filing. However,
security interests perfected under the
Former UCC Article 9 or other state
law by a means other than a filed
financing statement and which do not
otherwise satisfy the perfection
requirements of Revised UCC Article
9 are subject to loss of perfection on
June 30, 2002 unless perfection is
accomplished under the new rules.

Among those security interests per-
fected under the Former UCC Article
9 which will become unperfected on
June 30, 2002 include:

1) Bank accounts perfected solely
by a “common law pledge” without
satisfying the new rules for the
secured party’s “control” (we note
that certain blocked account agree-
ments and other agreements recently
developed may already contain provi-

sions sufficient to confer “control”
on the secured party).

2) Bank accounts perfected by
notice to depositary banks or other
procedures under the non-uniform
UCC provisions of California,
Hawaii, Illinois, and Louisiana for-
merly in effect.

l Security interests in bank 
accounts in former 
non-uniform UCC 
jurisdictions may possibly be 
no longer covered by the 
Revised UCC Article 9 if
granted in connection with 
consumer transactions.

3) Security interests perfected by
possession of collateral by persons
other than the secured party (i.e., a
bailee), where the bailee has not
expressly acknowledged its possession
for the benefit of the secured party.

l Holders of subordinated 
debt perfecting security 
interests in instruments,
chattel paper, and other 
collateral through the senior 
lender or collateral agents 
may need to obtain express 
acknowledgments to avoid 
loss of perfection.

4) Security interests in accounts and
general intangibles payable to foreign
debtors perfected by giving notice to
the account debtor.

l Perfection is now 
accomplished by making 
filings either in the District 
of Columbia or in foreign 
countries, with special rules 
for determining the proper 
location for the filings.

5) Rights to receive payments under
a letter of credit, perfected by the
secured party’s possession of the let-
ter of credit.

l Perfection now requires the 
letter of credit issuing bank’s 
consent to the assignment of
letter of credit proceeds to 
the secured party.

l Rule changes may affect 
commercial real estate 
lenders that, in connection 
with loans to developers or 
landlords, have taken security 
interests in proceeds of
letters of credit issued to 
those developers or 
landlords for the account of
their tenants.

6) Security interests created and per-
fected by an assignment of a benefi-
cial interest in a trust without filing a
financing statement.

Now is the time to check your files
for transactions completed under the
Former UCC Article 9 which may
require further action to maintain per-
fection of security interests. Since
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the new perfection rules may require
the cooperation of  not only the bor-
rower or its subsidiaries but also third
parties (including depositary banks,
letter of  credit issuing banks and
bailees), we strongly recommend that
you begin efforts to complete any
necessary action well before the June
30, 2002 deadline.

As described above, security interests
perfected by filing financing state-
ments under the Former UCC Article
9 will generally remain perfected for
the five-year effectiveness of  such fil-
ings.  Continuing the financing state-
ments beyond that effectiveness peri-
od, or amending the financing state-
ments before their lapse, will require
compliance with the new filing rules
under the Revised UCC Article 9,
which generally direct filings to be
made in the debtor’s jurisdiction of
organization (for business entities) or

principal residence (for individuals).
To the extent that the proper filing
location under the Revised UCC
Article 9 differs from the location of
filings made under the Former UCC
Article 9, secured parties must
“import” the prior filings to the prop-
er filing locations by filing what is
known as an “initial financing state-
ment in lieu of  continuation state-
ment” (or more commonly, an “in
lieu filing”).  In lieu filings can be
made at any time, even before the six-
month window before the expiration
of  financing statements.  Care should
be taken to comply with these new
filing rules when renewing or amend-
ing existing secured credit facilities.

Please feel free to contact us concerning the
impending deadline or procedures required to
maintain perfection of  security interests
under the Revised UCC Article 9.
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Norman A. Futami, Los Angeles, at
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(203) 961-7420 or via email at 
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