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SBA Procedural Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All Employees 


CONTROL NO.:
5000-755

SUBJECT:
Uniform Commercial Code

Article 9 Changes to SOP 50 50 4

and SOP 50 51 2


EFFECTIVE:
10-24-2001 

The recent revisions to the Uniform Commercial Code (UCC) require a few modifications to the loan servicing and loan liquidation procedural manuals, SOP 50 50 4 and SOP 50 51 2.  The changes pertain to loan collateral and deal primarily with notification to interested parties, filing of required forms, and form numbering.      

Changes to SOP 50 50 4

Chapter 4, paragraph 5a  A new sentence will be added to subpart (5):  “Identification of secured parties or other parties that have contacted the lender or SBA and a statement regarding whether those parties have been notified and if any objections were received.”

Chapter 4, paragraph7  

Section a(2)  Add the following phrase at the end of the sentence:  “or as otherwise provided in the UCC.”

Section b(1)  In the Note, substitute “effective” for “executed” at the end of the sentence.

Section b(3)  This section will now read:  “Certain loan servicing actions such as partial releases, subordinations, assumptions and changes in form of borrower’s legal entity may require filings or modification of UCCs and other security documents.  The form and procedure for doing so vary from state to state.

Section c  The first sentence will read:  “The lender is responsible for perfecting any lien, for filing, monitoring, and releasing any UCCs.”

Section d  Subpart (1) will read:  “The CDC must perfect any lien and prepare and record appropriate UCCs at the time of loan closing.”

Section d  Subpart (4) will begin with this new sentence:  “Certain loan servicing actions such as partial releases, subordinations, assumptions and changes in form of borrower’s legal entity may require filings or modification of UCCs and other security documents.  The form and procedure for doing so vary from state to state.”

Chapter 6, paragraph 12c  Subpart (2)(e) will read:  “Create a tickler system for monitoring the Uniform Commercial Code (UCC) filing dates for UCCs covering collateral securing the 503/504 loan.  Prepare and file continuation statements and necessary modifications before they lapse, in order to ensure a continuity of ‘perfection’ of SBA’s lien position.”

Chapter 7, paragraph 4 

Section c(1)  There will be a new subpart (d), and the current subparts (d) and (e) will now be (e) and (f) respectively.  New subpart (d) will read:  “Did you consult with counsel to determine if the UCC-1 needs to be corrected or refiled because of changes in UCC filing rules?”

Section d(2)  Subpart (a) will read as follows:  “Requiring borrower to submit current financial statements and tax returns and current addresses for all individual guarantors.”  

Section d(2)  Subpart (b) will read as follows:  “Obtaining any necessary amendments to bring the loan documentation into compliance with revised Article 9 of the UCC.”  The new Article 9 does not require the debtor to sign the UCC-1 financing statement.

Changes to SOP 50 51 2

Chapter 7, paragraph 3

Section c(1)  New subpart (a) will read:  “Depending on state law, the secured party will send notice to the debtor, guarantor, any other person from whom you have received written notice of a claim in the collateral and any other perfected secured party.”  Add the following to the end of subpart (b):  “The UCC considers notice 10 days or more prior to the disposition of the property to be reasonable.  Consult counsel for special instructions if notice will be less than 10 days.”

Section c(2)  Subpart (a)ii will read:  “Give proper notice of the sale by certified mail, return receipt requested, to all obligors and guarantors and all other persons that have given notice of a claim to the collateral and all the secured creditors (see Appendix 17 for sample notice);

Section c(3)  Subpart (b) will read:  “You must obtain peaceful possession and tentatively negotiate an acceptable selling price.  You must give notice to all interested parties as outlined above.”

Chapter 7, paragraph 7, section c  Add to the end of this section, “Consult with counsel to determine if a new or amended financing statement and security agreement must be drawn and/or recorded.”

Chapter 19, paragraph 7, section c  A lien search is a UCC-11, not a UCC-3.  Consequently, this section will read, “UCC-11 lien searches for personal property.”

Appendix 25 and Appendix 26  Both these appendices will be replaced by the following notice of sale for personal property (this notice is for non-consumer goods – if you ever have to deal with a sale of consumer goods, see §9-614 in the Revised Article 9):

To:  [name of debtor, obligor or other person to which the notification is sent]

Notification of Disposition of Collateral

From:  [name, address and telephone number of secured party; for GP loans add:  “as assignee of ________, Lender]

Name of debtor(s):  [include only if debtor(s) are not an addressee]

[For a public disposition]

We will sell (or lease or license, as applicable) the (describe collateral) to the highest qualified bidder in public as follows:

Day and Date:

Time:

Place:

[For a private disposition]

We will sell (or lease or license, as applicable) privately sometime after (day and date) the (describe collateral).

You are entitled to an accounting of the unpaid indebtedness secured by the property that we intend to sell (or lease or license, as applicable)(for a charge of $        ).  You may request an accounting by calling us at (telephone number).

Changes to Both SOPs

Appendix 17, Checklist for Purchase Documents  (SOP 50 51 2)

Appendix 26, Checklist for Purchase Documents  (SOP 50 50 4)

References to UCC form numbers need to be corrected in the section entitled, “Personal Property Collateral.”  The new numbers are “UCC-3 Continuation Statement” (formerly UCC-2) and “UCC-11 Lien Search from Secretary of State” (formerly UCC-3).

Questions?

Please contact Bin McConnell or Walter Intlekofer in the Office of Financial Assistance.

_________________________

Jane Palsgrove Butler

Associate Administrator

     for Financial Assistance

Expires: 10-01-2002 
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