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UCC Filing in the Foodservice, 
Hospitality, & Beverage Industries

For Webinar Technical Assistance, 
please call NCS at 800-826-5256
Our presentation will begin shortly
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Agenda

Collateral and credit lines

Article 9

Blanket filings

Purchase Money Security Interest Filings

Fixture Filings

Security Agreements

Financing Statements

Consignment Sales
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Collateral

Collateralize Receivables

Personal 
Property

Real 
Property

Property pledged as a guarantee of payment for an obligation or loan.
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Evolution

1 of the 10 of the 15…
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Benefits of Secured Transactions

Secured creditor status in a Chapter 7
Right of Repossession (PMSI)
Part of the secured creditor team in 
a Chapter 11
Generally protected from preferential 
payment suits
Public record of debt in case 
business is sold
Public record of ownership of assets



UCC Success Story 
“We were notified that the customer was selling a 
location which at the time had an AR in the mid-six 
figures, all of which was past due…
The sale took place and our Credit Manager was 
contacted by the attorney who had the check in hand 
for the full amount. Had we not had the UCC filing in 
place we would not have received this payment 
($154,000) and very likely, only cents on the dollar.”
– Region Credit Manager, Food Service Industry 
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Business Technology

Two Types of UCC 
Filings
1. Blanket, or Basic
2. Purchase Money Security Interest
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Two Characteristics: 

Blanket, or Basic, UCC-1 Filing

The filing covers all 
assets

01 02

The priority stacks
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$20,000
Bank

$10,000
2nd Creditor

$10,000
3rd Creditor

$5,000
4th Creditor

$10,000
5th Creditor

Debtor: 
$61,000

Unsecured Creditors

Secured 
Creditors

01

02

03

04

05



Chapter 7
Bankruptcy
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100%, $20,000
Bank

100%, $10,000
2nd Creditor

100%, $10,000
3rd Creditor

100%, $5,000
4th Creditor

100%, $10,000
5th Creditor

Debtor: 
$61,000

100 unsecured creditors. Each is owed $1000. 
$60 each is actually paid. 100 unsecured 
creditors 6 cents on the dollar

Secured 
Creditors

01

02

03

04

05

Unsecured Creditors 
split what’s left over

$55,000

First in time, 
first in right
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02Administrative Priority 
Claims

04Pre-petition Unsecured 
Creditors

03
Lower-Level Priority Claims

01
Secured Creditors

Priority in UCC Filings

Claims are paid based on where they are situated on the claims priority ladder.
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Purchase Money Security Interest

A priority security interest in 
specific identifiable goods with 
a secondary non-priority 
interest in intangibles. 



Page 14© NCS Credit |  800-826-5256  |  NCScredit.com

Two Characteristics: 

Purchase Money Security Interest

Creditor finances goods

01 02

There is value in 
repossessing those goods
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Inventory vs. Equipment

INVENTORY (GOODS)

Search
Customer 
resells the 
goods to 

another entity

Notify

EQUIPMENT

Contract

Customer 
uses the 

goods in the 
course of 

their business

20-day Rule

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?
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$20,000
Bank

$10,000
2nd Creditor

$10,000
3rd Creditor

$7,000
4th Creditor

$10,000
5th Creditor

Debtor: 
$61,000

Unsecured Creditors

Secured 
Creditors

01

02

03

04

05

06 $10,000
6th Creditor

Your 
Equipment: 
$5,000



Chapter 7
Bankruptcy
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$20,000, 100%
Bank

$10,000 , 100%
2nd Creditor

$10,000 , 100%
3rd Creditor

$7,000 , 100%
4th Creditor

$10,000
5th Creditor

Debtor: 
$56,000

Unsecured Creditors

Secured 
Creditors

01

02

03

04

05

06 $10,000
6th Creditor

Your 
Equipment: 
$5,000

First in time, 
first in right
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$20,000 , 100%
Bank

$10,000 , 100%
2nd Creditor

$10,000 , 100%
3rd Creditor

$7,000 , 100%
4th Creditor

$9,000 , 90%
5th Creditor

01

02

03

04

05

06 $10,000 , 50%
6th Creditor

Debtor: 
$56,000

Unsecured Creditors 0%

Secured 
Creditors

Your 
Equipment: 
$5,000

First in time, 
first in right
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Business Technology

PMSI: The Value of 
Repossession
1. Resale
2. Differentiating your receivables



UCC Success Story 2
“A supermarket customer, that had a restaurant area 
included in the store, closed. A foreclosure action ensued 
and their bank was looking to auction all fixtures & 
equipment to satisfy the outstanding payment obligation…
The bank realized we had filed a UCC-1 with a purchase 
money security agreement. We required the bank to pay 
us in order to release the lien on the equipment. We 
received a $15,000 check from the bank which was 
payment in full.” – Director of Credit, Distributer of Food 
Service Equipment & Supplies.
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$ 9-334 Fixtures
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"Fixtures" means goods that have become so 
related to particular real property that an 
interest in them arises under real property law.

Ranges 
Ovens
Coolers
Sinks
Dishwashers
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03

02

01

Factors to 
consider:

Is the good attached to 
real property?

Has the good been 
adapted for use in 
the real property?

Did the party making 
the annexation intend 
for the good to be 
permanently attached 
to the real property?

$ 9-334 Fixtures
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Business Technology

Two Required 
Elements
1. Security Agreement
2. Financing Statement or UCC-1
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Security Agreement

Creates the secured interest
Spells out terms and conditions
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Security Agreement

Can be a stand-alone document or 
exist in other forms:

Loan agreement
Sales agreement
Consignment agreement
Promissory note
Conditional sales contract
Dealer agreement
Or….
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Security Agreement

Credit 
Application
Security
Agreement
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Financing 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



2013 Amendments to 
UCC Article 9

The 2013 Amendments provide greater 
guidance as to the name of the debtor to 
be provided on a financing statement. 
This guidance falls under 9-503(a), the 
debtor name.
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For Registered Organizations: The name 
will be what is found on the public 
organic record(s)
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Articles of Incorporation

Confirms:
State of incorporation
Corporate legal name of customer
State organizational ID number

Should be performed with each filing
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The 2013 Amendments provide greater guidance as to the name of the 
debtor to be provided on a financing statement. This guidance falls under 9-

503(a), the debtor name.

2013 Amendments to UCC Article 9

For Registered Organizations: 
The name will be what is found on 

the public organic record(s).

01

For Individuals: The states 
have chosen between…

02
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The State’s Two Choices for Individual Debtor’s Name

The name of an individual debtor, as it 
appears on the most recent unexpired 
driver’s license

Alternative A:

Provides 3 ways for the name of individual 
debtor:

as under current law - using the individual name 
of the debtor.
debtor’s last name (surname) and first name.
unexpired driver’s license

Alternative B:
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Factors in Financing Statements
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Debtor:  EDM Corporation

Hastings State Bank v Stalnaker

Three Secured Creditors: Hastings State 
Bank, Tier One Bank, Huntington National 

Bank

01

Hastings State Bank filed a financing 
statement listing the debtor name as 

“EDM Corporation d/b/a EDM 
Equipment”

02
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Debtor:  K.W.M. Electronics Corporation

Host America v Coastline Financial  (UT)

The secured party listed the debtor name 
on the financing statement without 

periods

01

Court ruled seriously misleading

02
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Debtor:  Network Solutions

Receivables Purchasing Company v R&R Drilling (GA) 

Secured party listed debtor name as 
Net work Solutions, Inc

01

Search did not reveal the financing 
statement

02



Reflective
Searches
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Pull articles of incorporation prior to lending01

02

04

03

Due Diligence

Know the state nuances

Perform reflective searches 

Monitor name changes
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Post Closing Change

Change to Debtor’s Name and Location

1 All changes must be filed within four month

1
If late, the security interest will become 
unperfected in assets the debtor acquired 
after that four-month period

1 The only exception to the four-month rule is 
for changes to state of incorporation

1 The Secured Party has one year to correct 
the filing
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A Day's Worth of Business Information in the Age of Big Data [Infographic]. (n.d.). MarketingProfs.  
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Perfecting Consignment

1.
Consignment 
Agreement

2.
Financing 

Statement or 
UCC-1

3.
Search and 

Notify
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Mechanic’s Lien Filing Process: Three Steps

Notice Fore 
closureLien

20 days from 
first furnishing

1 year from 
lien filing

90 days from 
first furnishing

Above deadlines are examples
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01

02

03

04

05

UCC Filings offer a number of benefits.

Article 9 was created to help us protect our accounts 
receivable and sell more.

Different types of filings provide different 
protections.

There are going to be more bankruptcies and defaults in 
this uncertain economy, so protecting our accounts 
receivable is important.

Call with any questions or if you need assistance

Review of Topics Covered



Thank you for 
your time!

Contact Us

Jerry Bailey
jbailey@ncscredit.com

800-826-5256 ext. 177

www.ncscredit.com 

http://www.ncscredit.com/
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Education & Resources

 Don’t miss our upcoming webinars! View the 
schedule at: www.ncscredit.com/education

 NCS webinars are available OnDemand. Contact 
us to learn more.

 View NCS Extra Credit videos on our YouTube 
channel: 
http://www.youtube.com/user/NCSCredit

 Follow us on Facebook, Twitter, YouTube, 
LinkedIn, and Instagram

http://www.ncscredit.com/education
http://www.youtube.com/user/NCSCredit
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