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O
ften, the most
valuable property to
use as collateral for
a loan is a company’s
intellectual property,

which may include its patents,
trademarks and copyrights.
Secured creditors perfect

their security interests in IP to
have “first call” on those assets if
a debtor defaults. To perfect a
security interest in IP, a creditor
must consider whether to file a
UCC-1 financing statement with
the state per state law and
record a related IP security
agreement or confirmatory
document with the applicable
federal agency.
Article 9 of the Uniform

Commercial Code governs
secured transactions that create,
perfect, prioritize and permit
enforcement of security interests
in personal property, including
“general intangibles.” Under the
UCC, IP is a type of “general
intangible.” 
UCC-1 financing statements

are generally filed with the
secretary of state where the
debtor resides (for a business
entity, where it is organized) to
perfect a security interest.
Perfecting security interests in
IP also depends both on whether
federal law pre-empts Article 9
and on the federal statutes
governing the recording of
transfers in copyrights, patents
and trademarks.
It is not intuitive which

governmental agency is the
proper place to record and
perfect such security interests
because federal and state laws
control different aspects of the
rights in IP.

Copyrights 
The Copyright Act expressly

pre-empts most state and
common law regarding regis-
tered copyrights, including UCC

state law for perfecting security
interests. In 17 U.S.C. Section
205, copyright law specifies a
method for federally recording
security interests in registered
copyrights to eliminate inconsis-
tencies of enforcing authors’
rights under differing state laws.
Thus, state UCC-1 filings are

insufficient to perfect a security
interest in a registered
copyright. The secured creditor
must comply with Section 205
(d) to perfect such security
interest by timely recording it
with the U.S. Copyright Office.
This section awards priority to

the first executed “transfer” —
rather than the first recorded
transfer — provided that the
former is recorded within one
month after execution in the
United States, within two
months after execution outside
the U.S. or at any time before
recordation of the latter. A
transfer includes a mortgage and
hypothecation, which by defini-
tion involves “a pledge of
property as security or collateral
for a debt,” per Section 101.
For unregistered copyrights,

with no federal pre-emption, the
UCC filing system controls with
a state UCC-1 filing as the proper
approach for perfecting the
security interest. For all copy-
rights, UCC-1 filings may ensure
that other rights associated with
the copyrighted work are subject
to the security interest, such as a
contract for royalties.

Patents and trademarks 
While the patent and federal

trademark laws provide for
recording transfers with the U.S.
Patent and Trademark Office,
they do not specifically address
perfecting security interests.
Federal law governing patents
and trademarks does not pre-
empt the UCC with respect to
perfecting the security interests.

Therefore, the UCC governs
perfecting security interests in
patents, trademarks and applica-
tions with filing of state UCC-1
financing statements.
UCC-1 filings perfect security

interests in patents and trade-
marks against subsequent lien
creditors, but USPTO filings
protect recorded interests
against subsequent purchasers
and mortgagees, which are
ideally recorded within three
months from its date or prior to
the subsequent purchase or
mortgage to comply with federal
statutes.
Case law supports that patent

law controls interests with
respect to bona fide purchasers
or mortgagees of the patents but
not for perfecting security
interests against subsequent lien
creditors.
The U.S. Court of Appeals for

the Federal Circuit stated in
dicta in Rhone-Poulenc Agro S.A.
v. DeKalb Genetics Corp., 284 F.3d
1323 (Fed. Cir. 2002), that a
secured creditor should record
the security interest with the
USPTO to perfect the security
interest against a bona fide
purchaser or mortgagee. Thus,
with this uncertain distinction,
for complete protection, a
secured creditor should file
under both the federal and state
filing systems when patents are
collateral.

Likewise, since the USPTO
allows recording of security
interests in both patent and
trademark assets, lenders should
record security interests in
federally registered trademarks
at the USPTO in addition to
making state UCC-1 filings. This
ensures notice to subsequent
purchasers and mortgagees who
would take the asset subject to
such recorded lien.
Also, USPTO records are

commonly reviewed in due
diligence to help evaluate rights
in patents and trademarks, and
the USPTO filing will protect
against subsequent purchasers
and put others on actual notice
of the recorded security
interests, thereby helping to
avert later disputes regarding
interests and rights in the
patents and trademarks. Double
filing ensures that the security
interest will be perfected and
protected against all subsequent
activity.
In conclusion, a secured

creditor must record a security
interest with the copyright office
to perfect the security interest in
a registered copyright. Although
not necessarily a requirement for
perfection of security interests in
federal trademark and patent
assets, it is prudent to record
these security interests with the
USPTO in addition to filing the
appropriate UCC-1 financing
statements.
This ensures protection of the

security interest in the patent
and federal trademark assets
against subsequent purchasers
and mortgagees. For all other
aspects of IP, a creditor should
record its security interests with
the state where the debtor
resides (where a business entity
is organized) to provide notice of
the creditor’s interests in the
asset and to protect that interest.

Copyright © 2014 Law Bulletin Publishing Company. All rights reserved. Reprinted with permission from Law Bulletin Publishing Company.

BY TIMOTHY J. ENGLING
Timothy J. Engling, a partner at
Michael, Best and Friedrich LLP, is a
member of the transactional and
intellectual property groups. His
practice involves all aspects of
corporate and IP with an emphasis on
strategic agreements and patent
matters. He can be reached at
tjengling@michaelbest.com and 
(312) 596-5839.

CHICAGOLAWBULLETIN.COM THURSDAY, NOVEMBER 6, 2014

®

Perfecting IP security interests:
What’s best among various filings


