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NAV Collateral: The Assignability of Delaware Fund Interests
June 5, 2026

Borrowers under net asset value (“NAV”) credit facilities will sometimes seek to grant a direct pledge of their interests
in hedge funds and private equity funds as collateral. The analysis for determining whether any such pledge is
enforceable turns on whether those fund interests can be assigned. If they cannot, the lender’s security interest never
attaches, and upon a default, the lender is left without recourse to the interests or their proceeds.[1] This article
describes the laws that govern assignability and the practical steps a lender should take to ensure that collateral
consisting of such fund interests is enforceable.

No Assignment, No Security Interest

One of the elements necessary to establish an enforceable security interest is causing that security interest to “attach”
to the collateral, and attachment has certain prerequisites under the Uniform Commercial Code (the “UCC”). One
prerequisite is that the property is not subject to an enforceable prohibition on the assignment of the property by the
borrower. If the borrower cannot transfer the fund interest (e.g., because the pledged entity’s governing documents
forbid it) the borrower cannot create a valid security interest in the property. Put simply, without the power to assign,
there is no security interest.

The UCC Override and the 2018 Amendments

Sections 9-406 and 9-408 of the UCC provide an override stating that a contract term forbidding assignment of an
account or general intangible is ineffective to the extent that it would block the creation or attachment of a security
interest. So, even if the pledged fund’s LPA/LLCA prohibits a pledge of interests, the override in Sections 9-406 and 9-
408 erases that restriction for security-interest purposes. Fund interests are typically “general intangibles,” so on paper,
Section 9-408 looks like it should do exactly this.

However, the 2002 amendments to the Delaware UCC added carve-outs to Sections 9-406 and 9-408, so that the
overrides do not apply to “a security interest in an ownership interest in a general partnership, limited partnership, or
limited liability company.” Delaware adopted this same carve-out in its entity acts (DRULPA and DLLCA). So for a
Delaware fund interest, the override is switched off by statute, and you fall back to the basic rule: the interest is
collateral only to the extent that it’s actually assignable.[2]

The Analysis for Delaware LP and LLC Fund Interests

To determine whether the interest is “assignable,” you would need to review the limited partnership agreement or
limited liability company agreement governing the pledged fund interests (the “Governing Documents”). Since
Delaware’s entity acts, which govern all limited partnerships and limited liability companies (DRULPA and DLLCA (the
“Acts”)), both open with the phrase “unless otherwise provided in the partnership agreement” (or its LLC equivalent),
assignability is made the rule absent contrary language in the Governing Documents. The Acts also state that an
assignment is treated by default to be an assignment solely of economic rights and not the right to control or “to
exercise any rights or powers of a partner,” so unless explicitly provided in the Governing Documents, only economic
rights are deemed to have been assigned.

Putting those two baseline rules together produces a simple test:

(a) if the Governing Documents are silent on assignability, or affirmatively permit assignment of economic rights, the
lender can take a security interest in the borrower’s economic rights;

(b) if the Governing Documents explicitly permit assignability of control rights, the lender can also take a security
interest in the borrower’s economic rights; however,

(c) if the Governing Documents restrict the assignment of economic rights, or if the lender wants a security interest in
control rights that the Governing Documents do not make assignable, the lender must first obtain the consents
required under those Governing Documents in order to attach a security interest. This is why we so often see general
partner or managing member consents delivered in NAV credit facilities.

The securities-account workaround.

To bypass the need for conducting an assignability analysis, many market participants instead prefer to hold fund
interests in a securities account, which changes the analysis in a helpful way. Under this setup, a custodian (the
“securities intermediary” in the UCC’s language) becomes the registered owner of the LP or LLC interest, which



requires the acquiescence of the LP or LLC, and then credits the interest to a securities account. The account holder
(the “entitlement holder”) can then pledge its interest in the account (technically a “security entitlement” under the UCC,
rather than a general intangible) to a lender, and the lender can perfect that security interest by control via a tri-party
control agreement among the borrower, the lender, and the securities intermediary.

The borrower’s pledge of the account bypasses the issue of assignability completely, since that restriction governs
transfers of a fund interest, and the interest hasn’t moved—only a pledge in the account in which those interests are
held is being granted.

One important diligence caveat: some securities intermediaries will “hold” LP or LLC interests for their customers
without ever becoming the registered owner. In that case, the interests cannot be credited to a securities account and
are not necessarily assignable. A lender must therefore confirm not only what the LPA and LLCA say, but also how the
intermediary actually holds the interests—making sure that interests shown on account statements are genuinely
registered in the intermediary’s name, and thus eligible for the treatment described above.

Key Takeaways

Pulling it all together, an LP or LLC can effectively consent to the creation of a security interest in its interests in one of
three ways:

1. In its governing agreement — by expressly providing for assignability of the interests (or, by staying silent on
the point, permitting an assignment of economic rights).

2. By express consent — the entity, or its general partner or managing member, can consent to the creation of the
security interest directly.

3. Through a securities account — by agreeing to re-register the interests in the name of a securities
intermediary for credit to a securities account.

Before extending borrowing base credit against Delaware LP or LLC interests, lenders (and their counsels) must
conduct thorough diligence to ascertain that at least one of these boxes has been checked.

[1]      Note that, even if an asset is unassignable, the borrower can grant a security interest in proceeds that it receives from the asset. The main
problem with this approach is that if the asset itself is not collateral, then the lender’s security interest will not attach to proceeds that the borrower
receives after filing a bankruptcy petition. By contrast, if the lender has a valid, perfected security interest in the asset, that security interest
automatically attaches to proceeds, even if they are received after a bankruptcy petition.

[2]      One note on New York law, since it is often the governing law for NAV credit agreements, as well as the related security agreement: New
York has not enacted the model UCC’s 2018 amendments to Sections 9‑406 and 9‑408, and under New York law LP and LLC interests remain
eligible for the UCC’s assignability override provisions (subject to the usual exceptions and qualifications). However, lenders should not take
comfort from this when lending against Delaware LP and LLC interests, even if the security agreement is governed by New York law, because in
this context a court would very likely apply Delaware law to determine the applicability of Sections 9‑406 and 9‑408.  Unlike the UCC’s provisions
on perfection, which are subject to specific choice of law provisions, Part 4 of the UCC (which contains Sections 9‑406 and 9‑408) contains no
choice of law rules and would defer to non-UCC choice of law to determine the parties’ rights. See Official Comment 3 to Section 9‑401. A lender
should assume that a court would apply Delaware law to the assignability of a Delaware LP or LLC.



Registration Open for FFA University 2.0
June 5, 2026

Registration is now open for FFA University 2.0, taking place on Thursday, September 10 at Cadwalader's New York
office. We are a lead sponsor of the full-day event, which is designed specifically for mid-level bankers, lawyers and
fund treasury professionals.

FFA University 2.0 will explore complex structures and advanced concepts actively shaping today's fund finance
market. Sessions will address liquidity management in semi-liquid structures, NAV lending and underwriting, rated note
feeders and collateralized fund obligations, alongside insights into the private equity business model and bank balance
sheets, culminating in a practical, end-to-end transaction case study.

Cadwalader Partner Angie Batterson will serve on a panel focusing on rated note feeders and collateralized fund
obligations.

Event Information

Date: Thursday, September 10

Time: 9:00 a.m. - 7:00 p.m. ET

Location: Cadwalader, Wickersham & Taft | 200 Liberty St, New York

Cost: USD $795

View the agenda and register now to secure your spot at the September 10 event. Space is limited and the event will
sell out quickly.

https://fundfinanceassociation.com/events/americas/09-10-26-ffa-university-2-0-new-york/#agenda
https://fundfinanceassociation.com/events/americas/09-10-26-ffa-university-2-0-new-york/#agenda


Diversity in Fund Finance Holding Fourth Annual Summer Soirée on Thursday, June 18
June 5, 2026

Diversity in Fund Finance (DFF) is hosting Ditto to Diversity – A Summer Soirée, an evening of networking, light bites,
and cocktails in New York City on Thursday, June 18. The fourth annual event will be held at Yawning Cobra in NoHo. 

In honor of Pride Month, DFF is supporting The Trevor Project through a dedicated fundraiser and raffle. 

Event Details

Date: Thursday, June 18

Time: 6:30 – 9:30 p.m.

Location: Yawning Cobra (NoHo) | 356 Bowery, Lower Level, New York, NY | Yawning Cobra website

You can register now and make a donation to support the Trevor Project.

https://www.thetrevorproject.org/
https://www.yawningcobranyc.com/
https://lp.constantcontactpages.com/ev/reg/pzeb8p3
https://give.thetrevorproject.org/fundraiser/7312929


Patrick Calves and Michael Tenenhaus to Participate in Careers in Finance Law Panel –
Tuesday, June 9
June 5, 2026

Cadwalader Partner Patrick Calves and Manager of Professional Development Michael Tenenhaus will participate in
the Careers in Finance Law program at the New York City Bar Association on Tuesday, June 9, from 6:00 p.m. to
8:00 p.m.

Patrick will serve on a panel that also includes Jonathan Aguedelo, Executive Director at SMBC Group, and Alison
Syré, Senior Vice President at Macquarie Group, and will share insights related to fund finance, leveraged finance, and
other transactional specialties. Michael will moderate the discussion.

The event be held in hybrid format: attendees can join in person at the New York City Bar Association's building at 42
W 44th Street or access the event via Zoom. 

Careers in Finance is part of the City Bar's annual Summer Series, where lawyers and law students can learn about
critical and practice areas for that year.

For additional information and to register, visit here.

https://services.nycbar.org/EventDetail?EventKey=SS060926


George Pelling to Serve as Panelist at 10th Annual European Fund Finance Symposium
June 5, 2026

Cadwalader Fund Finance Partner George Pelling will be a panelist at the 10th annual European Fund Finance
Symposium, taking place in London on Wednesday, June 24. He will take part in the 2:05 p.m. session "SubLines: The
second coming?," which will focus on how SubLine structures are evolving.

The full event agenda is available here.

Location
1 Old Billingsgate Walk
Riverside, 16 Lower Thames St,
London EC3R 6DX

Individual passes for the 2026 European Symposium are £2,000.

You can register now here.

https://fundfinanceassociation.com/events/emea/06-24-26-european-symposium/#about
http://na.eventscloud.com/ereg/index.php?eventid=868481&


Fund Finance Hiring
June 5, 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 email
Margaret Cart. 

The Fund Finance Association, after nearly 12 years of fostering engagement and collaboration in the fund finance
industry, is seeking its inaugural Chief Executive Officer. Spencer Stuart, a global executive search and leadership
advisory firm, is assisting with this recruitment. Applications and inquiries may be directed to Spencer Stuart at
FFACEO@SpencerStuart.com.

SouthState Bank is seeking candidates to fill two positions, including:

A Private Capital Solutions Relationship Manager who will be responsible for supporting the new client
development and relationship management activities for the Fund Finance group. The role will include client
portfolio management, sales support for new client opportunities, risk management and underwriting of new and
existing client opportunities and cross-functional support for new client onboarding. This is a remote role and
candidates must have a minimum two years of commercial banking, financial services or PE/Venture fund
experience. Learn more here. 

A Fund Finance Portfolio and Sales Associate who will be responsible for supporting new business activity and
ongoing portfolio management for Fund Finance relationships. The role will include client onboarding and diligence
coordination, portfolio and credit support, and treasury and deposit support, among others. The individual can be
based in Raleigh, Durham, Atlanta, or Richmond. Candidates must have one to three years of experience in
commercial banking, credit support, portfolio management, fund administration, or a related financial services role.
Learn more here.

Moody's Ratings is seeking two Vice Presidents-Senior Analysts (Fund Finance). The individuals' responsibilities will
include leading the analysis for assigning new ratings to fund finance transactions, contributing to methodology and
technology development projects, building and maintaining strong relationships with fund sponsors, lenders, and
arrangers, and presenting at industry events, conferences, and webinars. Candidates must have at least eight years of
credit or risk assessment experience with deep sector knowledge and excellent communication skills. Learn more
here. Contact Jimmy Smith at Jimmy.Smith@moodys.com if you have any questions.

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 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. 

Goldman Sachs is seeking 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.

mailto:Margaret.Cart@cwt.com
mailto:Margaret.Cart@cwt.com
mailto:FFACEO@SpencerStuart.com
https://southstatebank.wd5.myworkdayjobs.com/External/job/Remote-Worker/Private-Capital-Solutions-Relationship-Manager_R-05173
https://southstatebank.wd5.myworkdayjobs.com/External/job/Remote-Worker/Fund-Finance-Portfolio-and-Sales-Associate_R-05024
https://urldefense.com/v3/__https:/careers.moodys.com/en/job/new-york/vp-senior-analyst-fund-finance/49841/94478109600__;!!AUOQ65Bt!vVWjAPTbKX8drKGUpWmxGoaH9QTSQc5eCzOZupVDa2wz-8OynAgcqeFGwKNB8q7Ewu-oqUvXcvGxGZd8CZ1TTA$
mailto:Jimmy.Smith@moodys.com
https://urldefense.com/v3/__https:/careers-stifel.icims.com/jobs/8871/director-managing-director*2c-fund-banking-*28fund-finance*29/job?mode=view&mobile=false&width=720&height=500&bga=true&needsRedirect=false&jan1offset=-360&jun1offset=-300__;JSUl!!AUOQ65Bt!snYTE_UY4INI8E8n2qcp44KCK4FHWYWpyg8S-d_2DAbmwQatU9MGiMZntkuyU7we5KD3mb1xK3XUcU6haA$
https://job-boards.greenhouse.io/reddingridge/jobs/4996581008
https://higher.gs.com/roles/164520

