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Defaults and Remedies: The Interaction Between Security Documents and the UCC
March 13, 2026

By Jeffrey Nagle
Partner | Finance

By David Crampton
Associate

Almost all deals in the fund finance market have historically performed as expected, albeit with occasional bumps in
the road. However, in the back of most parties’ minds is planning for the “what-if” a relationship or a credit takes a
serious downturn. Ultimately, what many lenders view as the last line of defense is the ability to realize on, or monetize,
the collateral that has been pledged to secure the loan.

If your transaction involves a grantor organized under state law in the United States or collateral located in the United
States, you will be dealing with the Uniform Commercial Code (the “UCC”). The UCC is a set of model statutes that
have been adopted – with minor deviations – by all 50 states, the District of Columbia and some U.S. territories. A key
benefit and innovation of the UCC is that basic commercial law has been standardized across the entire U.S. The UCC
establishes, among other things, the legal framework for security interests in personal property (which is the type of
property relevant to most fund finance transactions), including rights and obligations associated with defaults and
exercise of remedies on collateral. 

Our assumptions for this article include that (i) the model UCC applies (and not the UCC enacted in any specific state),
(ii) there exists a valid, authenticated security agreement, (iii) a security interest has properly attached and (iv) the
security interest has been properly perfected. References in this article are to the model UCC, unless otherwise noted.
Although generally uniform, the UCC as enacted in the relevant jurisdiction, along with the relevant case law, should be
consulted as certain provisions of the UCC, and their interpretations by courts, can vary from state to state. 

Interaction of UCC and Contract Law

It is important to understand the role and scope of the UCC as it relates to the contract provisions in the parties’
security document. The UCC can, in places, (i) be supplemented by clear contractual terms agreed between the
parties, (ii) provide for rights and obligations of the borrower or the lender where the contract is silent and (iii) establish
nonwaivable provisions that override certain contractual terms. As this article will further explore, this nuanced
interrelationship is key to how the realization of collateral proceeds in a defaulted deal.

Is There a Default?

The first question – do we have a default?  For contractual purposes under the loan documents, whether or not an
event has occurred that gives the lender the right to exercise remedies will be carefully negotiated and defined
(typically under the definition “Event of Default”). For purposes of the UCC, § 9-601 defines “default” by reference to
the security agreement between the lender and the borrower. Whatever rises to the level of a default under the security
agreement is deemed a default under the UCC, with a few exceptions that should be inapplicable to almost all fund
finance transactions.

Remedies

If there is a default, what happens next? The first and most important place to look is the security agreement itself.
Most security documents would (or should) contain clear, precise and enforceable agreements between the borrower
and the lender establishing the agreement between the parties on the scope and process for exercising remedies on
the collateral. For the most part, these contractual provisions will furnish the parties with the relevant framework.
However, the UCC provides both (i) rights and obligations available to both parties (primarily focusing on secured
creditors) in the event that the security documents are silent and (ii) nonwaivable provisions that apply regardless of
any contractual agreements to the contrary.

Realization
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Article 9 of the UCC provides various remedies that may be pursued by secured creditors, with the specifics for such
remedies depending largely on the type or category of collateral. For example, a lender may (i) notify the obligor on an
account receivable or other type of payment intangible to make payment directly to the lender (§ 9‑607), (ii) apply
funds on deposit in deposit accounts to offset obligations (§ 9‑607(a)), (iii) take possession and dispose of the
collateral (§§ 9‑609 and  9-610) or (iv) accept collateral in full or partial satisfaction of the related obligation
(§§ 9‑620, 9‑621 and 9‑622). Most of these remedies will also be further agreed in the security document and the
lender must take care to comply with the contractual bargain. In addition, any remedies remain subject to the
nonwaivable provisions discussed further below.

Accounts and Payment Intangibles. A lender may collect on rights to payment, such as accounts receivable, by
requiring the account debtor to pay the lender instead of the borrower (§ 9‑607(a)). The lender may step into the shoes
of the borrower to enforce rights that the borrower has against the underlying obligor, including proceeding against
collateral securing the underlying obligation (§ 9‑607(a)(3)). If payment had already been made, the lender may
instead look to the proceeds of such payment to the extent allowed by § 9‑315.

Deposit Accounts. A lender with a perfected secured interest in a deposit account may apply the balance of deposits in
the account to satisfy the secured obligations (§ 9‑607(a)(4) and (5)). 

Possession and Disposition of the Collateral. The lender may take possession of tangible collateral (e.g., equipment)
after default in accordance with § 9‑609 by using judicial process, which requires involving the courts, or through non-
judicial means (so-called “self-help”). When using non-judicial means, the lender must take care not to “breach the
peace,” which generally entails avoiding forcible repossession or actions that would produce violent resistance or
disturb peace and order. 

After a default, the lender may sell, lease, license or otherwise dispose of any or all of the collateral (§ 9‑610).
Importantly, “every aspect of a disposition of collateral, including the method, manner, time, place and other terms,
must be commercially reasonable” (§ 9‑610(b)). The UCC does not define “commercially reasonable” with specificity,
however, it does provide guidance for determining commercial reasonableness (§ 9‑627), which is both useful as a
setting a baseline and can be read, by implication, as a warning about what may be unreasonable.

Section 9‑627 provides a safe harbor for dispositions that are made “(1) in the usual manner on any recognized
market, (2) at the price current in any recognized market at the time of disposition; or (3) otherwise in conformity with
reasonable commercial practices among dealers in the type of property that was subject of the disposition” (§
9‑627(b)). Of note, most collateral in the fund finance space is unlikely to be of a type that is processed on a
recognized market. Notice timing and content guidelines in connection with a disposition are set forth in §§ 9‑612,
9‑613 and 9‑614. 

Accepting Collateral in Full or Partial Satisfaction. Where a lender instead prefers to take the collateral, which can
include equity interests, in full or partial satisfaction of the borrower’s obligations, §§ 9‑620, 9‑621 and 9‑622 apply.
This process requires borrower consent and is referred to as a “strict foreclosure” (similar to offering a secured lender a
“deed in lieu” with respect to real property). The UCC seeks to encourage an alternative path to seizure and
disposition. These provisions of the UCC set forth the methodology for parties to agree (or be deemed to agree) to a
strict foreclosure, requirement for notification to third-party creditors and effect of acceptance of the collateral.

Correctly Applying the Proceeds of Disposition and Collection. The rules governing the application of proceeds
received by the lender, either by disposing of the collateral or by collecting on a right to payment, are set forth in
§§ 9‑607, 9-608, 9‑615, and 9‑616, depending on the type of collateral and manner of receipt. These rules can include
paying for expenses the lender incurred, paying other subordinated secured parties or lienholders who have made an
authenticated demand, or returning a surplus to the borrower. 

Additional Non-UCC Remedies

Section 9-601(c) makes clear that non-UCC remedies set forth in the security agreement can generally be used
cumulatively with remedies under the UCC. The lender may also make simultaneous use of UCC and non-UCC
remedies. Non-UCC remedies could include suing on the unpaid debt and obtaining a judgment or utilizing applicable
foreclosure statutes under the relevant state law. For example, the lender may file suit on the debt while still
proceeding with a repossession of the collateral under the UCC but must still comply with the nonwaivable provisions
of the UCC with respect to that repossession (e.g., notice, commercially reasonable disposition, etc.).

Nonwaivable Provisions



Although relevant state law in the U.S. generally favors the right of competent, informed parties to mutually agree on
rights and obligations by contract, the UCC provides that some standards are nonwaivable. Apart from general
contractual baselines (e.g., good faith, diligence, reasonableness and care), laws pertaining to secured transactions
also seek to protect the rights of third parties who may be impacted (e.g., other creditors of the borrower).

The following is a non-exclusive list of the nonwaivable rights and duties: (i) the duty to collect and enforce on collateral
in a commercially reasonable manner (§ 9‑607(c)), (ii) the duty to apply non-cash proceeds of collection or disposition
in a commercially reasonable manner (§§ 9‑608 and 9‑615), (iii) the duty to proceed without a “breach of the peace”
with respect to the lender’s right after default to use non-judicial means (often referred to as “self-help”) to take
possession of the collateral or, without removing the collateral, to render equipment unusable and dispose of it on the
borrower’s premises (§ 9‑609), (iv) specific rules about the disposition of collateral (§§ 9‑610(b), 9‑611, 9-613 and 9-
614), (v) the right to a special method of calculating a surplus or deficiency in certain dispositions (§ 9‑615) and the
duty to give an explanation of the calculation thereof (§ 9‑616), (vi) strict foreclosure rules (§§ 9‑620, 9-621 and 9-622),
(vii) the right of certain parties to redeem collateral (§ 9‑623), (viii) rules about permissible waivers (§ 9‑624) and (ix)
consequences for non-compliance (§§ 9‑625 and 9-626).

Bankruptcy

The UCC is state (or district or territorial) law. If the borrower files for bankruptcy protection in the U.S., the provisions
of the federal bankruptcy code will come into effect and, in many cases, may override the UCC. For example, the
automatic stay (see 11 U.S.C. § 362) will prevent any creditor from enforcing their rights, including under the UCC,
without taking further action or getting court permission. Creditors must then look to the rules and procedures codified
in bankruptcy law for their rights and remedies during (and in many cases, after) the bankruptcy case. The penalties for
violating the automatic stay can include paying damages, costs and attorney’s fees to the borrower.

Conclusion

The states of the United States are generally considered fairly creditor-friendly jurisdictions, and deference is generally
given to negotiated agreements between parties. The security document for a transaction will set forth the rights and
duties of the lender and the borrower, subject to the nonwaivable rights and duties under the UCC. Generally, remedies
under the UCC are cumulative with non-UCC remedies and may be pursued simultaneously, unless the borrower has
filed for bankruptcy. Both borrowers and lenders should proceed thoughtfully in the event of a default to ensure the
value they are attempting to realize or preserve is done so in a manner efficient to all stakeholders unencumbered by
unnecessary disputes or claims.



Registration Now Open: FFA Fall Forum
March 13, 2026

Registration is now open for FFA's Fall Forum, taking place on Thursday, October 15 in New York City. 

The event is a forum to connect with the fund finance community, hear perspectives from leading voices, and engage
with peers.

Event Info:

Date: Thursday, October 15

Time: 1:00 to 7:00 PM ET

Venue: Sheraton New York Times Square

Cost: $399 (early-bird rate)

Additional information is available here.

Registration here to take advantage of the early-bird rate of $399.
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LMA Publishes Latest Fund Finance Insight
March 13, 2026

The LMA published a new Fund Finance Insight exploring the renewed popularity of evergreen fund structures in
private markets.

Noting there is no ‘one-size-fits-all’, this paper looks at the key practical considerations for managers, lenders and
investors.

Read the report here.

https://www.lma.eu.com/application/files/6817/7253/6853/LMA_Fund_Finance_insight_report_Feb_2026.pdf


Nominations Open for Fund Finance Association Annual Awards
March 13, 2026

Nominations are being accepted through Monday, March 30 for the Fund Finance Association's annual awards, which
recognize individuals who go above and beyond in our industry.

The FFA invites you to nominate colleagues who have made meaningful contributions to fund finance — through
leadership, innovation, mentorship, advocacy, or advancing diversity, equity, and inclusion across our global
community.

Additional information is available here. 

https://fundfinanceassociation.com/initiatives/ffa-awards


Register Now for FFA U 1.0: EMEA
March 13, 2026

Now in its second year, FFA University 1.0 returns to London! Join the Fund Finance Association for this
comprehensive two-day fund finance training program, offering a comprehensive look at the fund finance market
through expert-led sessions on core products, legal and documentation considerations, market dynamics and key
industry developments.

Event Details

Cost: £399

Dates: April 28 & 29, 2026

Format: 

Day One – April 28: In-Person Training & Networking Reception

Location: Deutsche Bank, 21 Moorfields, London, EC2Y 9DB

Day Two – April 29: Virtual Training

Day one will conclude with a networking reception, providing an opportunity to continue discussions and connect with
peers and speakers. Speakers will be announced soon. 

View the agenda here and register here. 

https://fundfinanceassociation.com/events/emea/04-28-26-ffa-u-1-0-emea/#agenda
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Fund Finance Hiring
March 13, 2026

Fund Finance Hir ing

Here is who’s hiring in fund finance:

Cadwalader, Wickersham & Taft LLP is seeking associates with three to six years of relevant experience for its Fund
Finance practice in New York, Charlotte or London. Qualified candidates will have experience in syndicated lending,
commercial lending, leverage finance, fund formation, CLOs, asset-based lending, NAV financings or acquisition
financings. Candidates must possess excellent academic credentials and solid legal experience. Selected candidates
will get extensive interaction with preeminent bank, asset manager and lending clients. If interested, please reach out
to Margaret Cart at Margaret.Cart@cwt.com.

Stifel is seeking a Director/Managing Director of Fund Banking (Fund Finance). This individual will be the lead
business development position for New York City and surrounding northeast geographies and will be focused on
building new Fund Banking/Fund Finance business with VC/PE firms and being the senior relationship manager to
those firms. Learn more here.

Redding Ridge Asset Management, which was stablished and seeded by Apollo Global Management, is seeking
candidates for a number of roles, including:

An Associate, Asset Backed & Fund Finance Junior Deal Captain. The Structuring & Advisory team is seeking a
highly motivated Associate with strong attention to detail to join its expanding team in New York. This individual
would work work closely with senior team members and other stakeholders to assist in all stages of deal execution.
Learn more here. 

An Associate, CLO Structuring to join the firm's dynamic Structuring & Advisory team, supporting both its market-
leading global CLO issuance business and other platforms within the Apollo ecosystem utilizing securitization
technology. Learn more here. 

A Rating Advisory Analyst/Associate to work closely with Rating Advisory and Structuring professionals, along
with other senior investment professionals, in solving Apollo and Redding Ridge’s most challenging capital structure
challenges related to credit ratings. Learn more here.

Goldman Sachs is seeking candidates to fill two Vice President roles, including:

A Vice President on the Private Lending Capital Call Financing (CCF) team in London, which is an integral part of
the Private Bank’s alternative asset lending capabilities. The candidate will evaluate all risk and economic
implications of transactions, using strong analytical and technical skills and advise and develop credit solutions for
clients that meet their needs and remain within acceptable risk parameters for the Bank. Learn more here.

A Vice President on the Capital Call Financing (CCF) team in New York. This role sits at the intersection of
origination, underwriting, and relationship management, supporting private equity and alternative investment
sponsors with bespoke subscription finance solutions. The individual will be responsible for sourcing opportunities,
structuring facilities, and ensuring disciplined credit execution in partnership with Credit Risk Management and
broader Private Bank stakeholders. Learn more here.  

BMO is seeking a Vice President, Corporate Banking, FIG Asset & Wealth Managers. The position supports the
origination and structuring of corporate lending transactions and coordinates with other products as an integral part of
a larger coverage team. The candidate will act as a portfolio manager for the team, providing ongoing management of
the lending portfolio. Learn more here. 

AB-PCI NAV Lending is seeking a high-caliber team member to drive deal execution and play a key role in other
aspects of building a growing fund finance business. The candidate will work in small deal teams on all aspects of
credit investing. This individual will play a key role in executing fundamental credit analysis and assessing private
equity valuations and sponsor incentives, while collaborating across the broader AB-PCI platform and contributing to
fundraising, marketing and process development in an entrepreneurial, business-building environment. Learn more
here.

Harneys (Luxembourg) is seeking associates with three to six years of relevant experience for its Fund Finance,
Investment Funds and Corporate practices in Luxembourg. Qualified candidates will have experience in one of
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subscription finance, NAV financings, leverage finance, fund formation, securitization, or general corporate and
commercial matters (including mergers, acquisitions and restructuring). Applications of interest should be sent to
Cyrielle Nicolas at cyrielle.nicolas@harneys.com.

Juniper Square is seeking Account Executives in New York, Boston, Chicago and Miami to join the private equity
sales team. This team is primarily focused on selling fund administration solutions to PE investment managers. Juniper
Square is already one of the fastest-growing administrators in real estate and venture capital and private equity is the
company’s next area of focus. Learn more here. 
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