
Lien on Me
By GeorGe H. SinGer and adam C. BallinGer

Article 9 of the Uniform Commercial Code 
(UCC) requires a financing statement to 
“indicate” the collateral covered in order to 

be effective to perfect a lien.1 It is a well established 
and accepted practice to provide the required collat-
eral description on an attached schedule or exhibit 
rather than on the financing statement. However, 
is it sufficient for a secured party to file a financ-
ing statement that contains no collateral description 
whatsoever and simply incorporates by reference an 
unattached security agreement? 
 The U.S. Court of Appeals for the Seventh 
Circuit thought so and held that a separate descrip-
tion of the collateral in the financing statement itself 
was not required to perfect the lender’s security 
interest. The ruling is at odds with another recent 
decision from the U.S. Court of Appeals for the 
First Circuit, which found that a financing state-
ment describing collateral only by reference to an 
extrinsic document located outside the public filing 
office, and providing no detail as to the location of 
the document, is insufficient.

Background
 In In re I80 Equipment LLC,2 the lender filed 
a UCC-1 financing statement in connection with 
a loan, describing its collateral as “All Collateral 
described in First Amended and Restated Security 
Agreement dated March 9, 2015, between [the] 
Debtor and Secured Party.”3 The security agreement 
was not attached to the financing statement. As filed 
with the secretary of state’s office, there was simply 
no way that the public, by looking at the financing 
statement, had any information about the collateral. 
 The debtor defaulted and a bankruptcy case 
ensued, with the lender being owed more than 
$7.6 million. The chapter 7 trustee sought to avoid 
the lender’s security interest under § 544 of the 
Bankruptcy Code. The trustee contended that the 
lien was not perfected because the financing state-
ment failed to independently describe the collateral 
but instead incorporated the list of assets by simple 
reference to the parties’ security agreement. The 
lender countered by asserting that although the 

agreement was not attached, in a notice-filing sys-
tem the mere reference to the agreement would put 
subsequent creditors on notice that some or all of 
the debtor’s property was subject to a prior secu-
rity interest.

The Bankruptcy Court’s Decision 
Article 9 Requires Description of Collateral 
 The bankruptcy court held that the lender’s 
financing statement describing the collateral solely 
by referring to the applicable security agreement 
was an insufficient collateral description to perfect a 
lender’s security interest. A financing statement that 
fails to contain any description of collateral fails to 
give the notice required by Article 9. The court rea-
soned that the primary function of a financing state-
ment — to impart notice to the public as to which 
assets of a debtor are subject to an encumbrance — 
is defeated when the instrument itself provides no 
collateral information whatsoever. 
 The bankruptcy court ruled that the financing 
statement must contain a separate description of 
the collateral within the four corners of the docu-
ment. Simply attempting to incorporate by reference 
a description contained in a separate document not 
attached to the filed financing statement fails to 
sufficiently indicate the collateral. The referenced 
document must be attached.
 The bankruptcy court’s decision was consis-
tent with the recent decision of the U.S. Court of 
Appeals for the First Circuit in In re Financial 
Oversight & Management Board for Puerto Rico, 
which similarly concluded that mere reference to 
an extrinsic document does not provide notice of the 
collateral at issue.4 At best, such a financing state-
ment gives notice about an interest in some unde-
scribed collateral.

The Seventh Circuit’s Decision
Article 9 Permits Incorporation by Reference 
 On appeal, the sole issue before the court was 
whether Article 9 requires a financing statement “to 
contain within its four corners a specific description 
of secured collateral, or if incorporating a descrip-
tion by reference to an unattached security agree-
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ment sufficiently ‘indicates’ the collateral” for purposes of 
the UCC.5 The issue presented a matter of first impression for 
the Seventh Circuit, which reversed the bankruptcy court and 
found that a financing statement that simply cross-references 
an unattached security agreement was sufficient to perfect an 
interest in the property described in that separate document.
 Under UCC § 9-502 (a), a filed financing statement 
must “indicate” the collateral in order to be effective. 
Section 9-504 provides that a financing statement suffi-
ciently indicates the collateral if the financing statement 
provides a description of the collateral of the kind neces-
sary to satisfy the requirements for collateral descriptions in 
security agreements under UCC § 108. Section 108 explains 
that a description of collateral does not need to be specific, 
but must “reasonably identif [y]” what is described and per-
mits any method for doing so as long as the “identity of the 
collateral is objectively determinable.”6 The latitude con-
tained in this language was material to the court in deciding 
that no description within the four corners of the financing 
statement was required to “indicate” the collateral and that a 
bare cross-reference to another document — not attached — 
would suffice. 
 The Seventh Circuit concluded that the ordinary mean-
ing of the term “indicate” is to serve as a “signal” that 
“point [s] out” or “directs attention to” the related security 
interest.7 Based on this meaning, the court reasoned that 
a plain reading of the UCC allows “a party to ‘indicate’ 
collateral in a financing statement by pointing or directing 
attention to a description of that collateral in the parties’ 
security agreement.”8 
 The court noted that the 2001 amendments to Article 9 of 
the UCC support its holding. Article 9 previously required a 
financing statement to “contain” a description of collateral. 
The 2001 amendments revised the statute to instead require 
that a financing statement only “indicate” collateral.9 This 
“pared-down approach” reflects that a financing statement is 
to provide notice to third parties that a security interest exists, 
or might in the future exist, in a debtor’s assets and that fur-
ther inquiry might be necessary.10 The degree of specificity 
required in connection with a collateral description is different 
for security agreements because it is the agreement that creates 
the interest and defines the scope of the collateral to which an 
interest attaches.11 Recognizing the distinction between these 
two instruments and construing the plain language of the stat-
ute, the Seventh Circuit found that the UCC allows a financing 

statement to indicate collateral simply by incorporating the 
underlying security agreement by reference.12 
 The court emphasized that the purpose of the UCC is not 
to create a windfall for a bankruptcy estate or a minefield for 
lenders.13 The Seventh Circuit found the lender’s collateral 
description to be valid, and the trustee was not entitled to 
avoid the lien under § 544.

Commentary
 The Seventh Circuit’s conclusion in In re I80 Equipment 
LLC undermines the notice function that financing statements 
are intended to serve in secured transactions — a function 
that the court itself recognized as being significant to its anal-
ysis.14 The ruling leads one to the following question: Does a 
collateral description box in a financing statement serve any 
purpose at all? 
 As the bankruptcy court correctly observed, the financing 
statement provided no information whatsoever, and therefore 
no notice to any third party, as to which of the debtor’s assets 
the lender was claiming an interest.15 The statute’s plain lan-
guage specifically provides that a financing statement is suffi-
cient “only if it ... indicates the collateral covered.”16 In other 
words, the description must make possible the thing being 
described. A financing statement that does not describe the 
collateral at all but merely cross-references an extrinsic docu-
ment located outside the public filing office does not further 
the aims of the statute nor comport with its mandate that the 
four corners of the instrument provide a means for which the 
“identity of the collateral is objectively determinable.”17 
 If the drafters of Article 9 intended to permit a simple 
recitation of the existence of a security agreement in a financ-
ing statement to suffice, it would have been a simple matter 
to have said as much. They did not.
 The effect of the Seventh Circuit’s holding is to expand 
the obligation of searchers in instances with ambiguous (or 
nonexistent) collateral descriptions in financing statements to 
investigate the nature of the collateral granted by a debtor to 
a prior secured party. This investigation may require interest-
ed parties to pursue direct contacts with a prior secured party 
in an effort to obtain a copy of the related security agreement 
with no assurance of a timely or accurate response, much less 
any response at all.18 
 However, the requirement that third parties might now 
need to search for records outside of the filing office would 
“undercut ... several key goals of the UCC and its filing sys-
tem. These goals include fair notice to other creditors and 
the public of a security interest.”19 An interested party should 5 First Midwest Bank v. Reinbold (In re I80 Equip. LLC), 2019 WL 4296751 (7th Cir. Sept. 11, 2019), reh’g 

en banc denied, 2019 U.S. App. LEXIS 30436 (7th Cir. Oct. 10, 2019).
6 Section 108 sets forth six distinct methods for reasonably identifying secured property: “(1) specific 

listing; (2) category; (3) type; (4) quantity; (5) mathematical computation or allocation; or (6) any other 
method if the identity of the collateral is objectively determinable.” U.C.C. § 9-108 (emphasis added).

7 First Midwest Bank v. Reinbold (In re I80 Equip. LLC), 2019 WL 4296751 *4 n.6 (7th Cir. Sept. 11, 2019) 
(quoting Webster’s New World Dictionary (4th ed. 2001) and citing other dictionary sources).

8 Id. at *4.
9 Id. at *3.
10 “The financing statement itself is an abbreviation of the security agreement.” Id. (quoting Helms v. 

Certified Packaging Corp., 551 F.3d 675, 679 (7th Cir. 2016)). “It is a streamlined paper to be filed for the 
purpose of giving notice to the public of the essential contents of the security agreement.” Id. See U.C.C. 
§ 9-502 cmt.2 (“The notice itself merely indicates that a person may have a security interest in the col-
lateral indicated. Further inquiry from the parties concerned will be necessary to disclose the complete 
state of affairs.”). The question under the notice-filing function for financing statements is whether a 
subsequent creditor should reasonably understand that the document “may” cover the assets such that a 
duty to inquire is triggered. ProGrowth Bank v. Wells Fargo Bank NA, 558 F.3d 809, 815 (8th Cir. 2009). 

11 In re I80 Equip. LLC, 2019 WL 4296751 at *3 (“The different treatment of [financing statements and 
security agreements] highlights the distinct function each serves under Article 9: the financing statement 
provides notice of an underlying security interest, while the security agreement creates and specifically 
defines that interest.”).

12 Id.
13 Id.
14 See id. at *4 (finding that its interpretation of statute “reflects how we and other courts understood the 

UCC’s notice function”).
15 In re I80 Equip. LLC, 591 B.R. at 360. At best, reference to an extrinsic document located outside the 

UCC filing office gives an interested party notice about an interest in some undescribed collateral, but 
does not indicate, even in a general way, what assets are encumbered. 

16 U.C.C. § 9-502(a)(3) (emphasis added).
17 U.C.C. § 9-108(b)(6). 
18 The financing statement in In re I80 Equip. LLC did not provide information to searchers about how to 

obtain a copy of the underlying security agreement. The Seventh Circuit’s holding unfairly shifts the 
burden to the searcher and changes the standard under the UCC from one of a requirement of “notice” to 
interested parties to a one of a requirement of “inquiry” by interested parties.

19 914 F.3d 694, 711 (Altair Global Credit Opportunities Fund (A) LLC v. Fin. Oversight & Mgmt. Bd. for 
Puerto Rico (In re Financial Oversight & Mgmt. Bd. for Puerto Rico), 914 F.3d 694 (1st Cir. 2019)).
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not be forced to bear the burden and expense of figuring out 
the extent of a relatively generic collateral description; the 
notice function of Article 9’s public-filing system requires 
something more.

Implications
 The Seventh Circuit’s decision in In re I80 Equipment 
LLC was a welcome result for the lender involved. The 
opinion stands for the proposition that a financing statement 
does not fail to sufficiently indicate the collateral if it merely 
refers to the contents of a document that is not attached to the 
record. However, Article 9 requires the financing statement 
itself to indicate the collateral — not vague language that 
sets in motion a scavenger hunt by which information about 
the collateral can be obtained from a source extrinsic to the 
public filing office. 

 An adequate description of collateral matters when it comes 
to perfecting a security interest by filing a financing statement 
under the UCC. While minimal notice of a lien interest in col-
lateral by reference to another agreement’s collateral description 
might be sufficient — even if that agreement is not attached to 
the financing statement — it is still prudent and best practice for 
lenders to carefully describe the collateral within its four cor-
ners. At least one other circuit court has, in contrast to the In re 
I80 Equipment LLC court, found that collateral described only 
by cross-referencing a security agreement is not sufficient.20 
 If a lender references a description in an underlying 
agreement, the financing statement should attach the docu-
ment that contains the description. If incorporation by refer-
ence to another document is used, lenders should include 
information to assist the searcher in obtaining a copy.  abi
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