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1. Introduction

[l isl nol secretl thatl intellectuall propertyll canl bell al valuablel businessl asset.l Asl .B.M.’sl CEO,
Samuell Palmisano,l said,] “[[|ntellectuall propertyll isll thel cruciall capitall inll all globalll knowledge
economy.” |Expressinglthelsamelsentiment,lalrecentlylpublishedlarticlelstateslthatlthel“driving
forcelbehindlmanylloflthelmergerslandlacquisitionslcompletediduringlthelpastldecadelhaslbeen
thelacquirer’sldesirel tol obtainll thel target’sl [Pl assets.] Now,l morel thanl ever,] thell fulll financial
potentiall ofl [Pl isl beingll realizedl asl anlladditionall sourcell ofl fundingll toll facilitatell researchland
development,Jacquisitions,Jandlotherlcommercialltransactions.”*

Despitell this,l all basicll businessl transactionl involvingl intellectualll property,l al securedl loan,[ has
manyltrapslforlthelimprudentlattorneylorllender./ThelAmericanIBarlAssociation[TasklForcellon
Securityl Interestsl inl Intellectualll Propertyll concludedl thatl “[t]hel currentll statell ofll thel law
governinglsecurityllinterestslinlintellectuallpropertylislunsatisfactory.lTherelisluncertaintyllaslto
wherelandlhowltolfile,lwhatlconstitutelnoticelofllallsecuritylinterest,Jwholhaslpriority,Jandlwhat
properlyllislcoverlbylalsecuritylinterest.”’

ReformlloflAmericanllawslhasllbeenllongladvocatedlinlorderltolreduceluncertainty,lbutlprogress
haslbeenlslow.]Asllsuch,lthislarticlelintendsl tolinformlforeignlattorneysl ofl thel basicl problems
whenlisecuringlalloanlwithlintellectuallpropertylcollaterallunderlUnitedIStateslllaw.

11. Securityllnterests[Basics

Theltwolmostlbasiclbutlimportantlprinciplesloflsecuredllendinglislattachmentlandlperfection.lA
securityl interestl mustll ‘attach’l toll thell collateralll toll bell enforceablel againstll thell debtor] andl be
‘perfected’ll toll have,] amongl otherl advantages,ll constructivell noticell andl superiorl rightsl toll the
securedl collaterall inl relationl tol alll nonlsecuredl creditors.l Thus,]whenl perfected,l thel secured
creditorl canll avoidl thell otherwisel potent] powersl ofll al trusteelinlbankruptcy.] Thell methodl of
attachinglandl perfectinglalsecuritylinterestlislusuallyl governedlbylstatellaw,]whichlislmodeled
afterlArticlel9oflthelUniformlCommerciallCodel(UCC).ITollaccomplishlattachment,laldebtor
usuallyllsignslalsecurityllagreement,lwhichlidentifies] thel creditorlandltheldebtor,ldescribeslthe

'IStevel Lohr,l Hopingl tol Bell al Model,1 .B.M.0 Willl Putl Its Patent] Filingsl Online,IN.Y.I Times,l September] 26,
2006,0atIC5.

AScottl].[Lebson, Tradelsecretslasicollateral:lal USIperspective,lJournalloflIntellectuallPropertyl Lawl& I Practice, 12007,
Vol.I2,INo.011.

3] Taskll Forcel onll Securityl Interestsl inll Intellectuall Property,] Businessl Lawl Section,] Americanl Barl Association,

PreliminarylReportl10(Junel1,011992).
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collateral,Jandlcontainslalgrantlbyltheldebtorloflalsecuritylinterestltolthelcreditor. I Theldebtor
mustlalsolhavelreceivedllsomethingloflvaluelinlexchangelforlthelsecuritylinterestlandlhavelrights
tolthelcollateral.’

Inll mostll cases,] perfectionl isl accomplishedl byl filingll al UCCI1I financingl statementl inll the
appropriatel statel office,] usuallyl thell statel wherell thell debtorl orl thell collaterall isl located.] A
financinglstatementlislrequiredltolnameltheldebtorlandlcreditorlandldescribelthelcollateral. TA
creditorl canllsimplylusel thel phrase,] “alll ofl thell debtor’slgenerallintangibles, "I tol takel al blanket
lienlonllallloflaldebtor’slintellectuall propertylandlneedinotlidentifyl thel individuallintellectual
propertylassets.’]“Generallintangibles”lislalcatchlalll phraselthatlcoverslanyltypeloficollaterallnot
specificallylcategorizedlbylArticlelNine,lsuchlaslintellectuallproperty.’

Unfortunately,lperfectionlisinotlisoleasilyllachievedlwithlintellectuallpropertylcollateral.[Because
federalllawl governl manyllaspectsl ofllintellectuall property,l thelstatell rulesl concerningl perfection
mayl bell preemptedlwhenl federalll lawsl requirell filingllal securityl interestll (ot otherl instruments)
withllalfederallrecordsloffice.l Thislarticlelwillldetaill thellcontoursl ofl preemptionllinlrelationlto
perfectingl securityll interests,l thel potentiall problemsl it] presentsll forll thell creditor,l andl possible
solutions.lAsllexplainedlbelow,linlgeneral,lthelsafestlwayltolsecurelintellectuallpropertylcollateral
isltolfilelalfinancinglstatementlinlbothlthelappropriatelstatelandlfederalloffices.

I11. Patents

Althoughll patentsll canll bell potentiallyl thel most] valuablel formll ofll al company’sl intellectual
property,lthel “best”lwayl tol perfectlalsecuritylinterestlinllpatentlcollaterallislnotlclear.lUSI case
law,] however,l hasll consistentlyll heldll thatll filingl al UCCI1l financingl statement] withl the
appropriatel statel officel willl assurell priorityl overl other] lienl creditorsl (i.e.l nonltitlel holders)."
Problemslariselwhenlsubsequentlbonel fide' 'l purchasersl (BEPs)] orl mortgageeslarel considered.
Morelspecifically,lallcreditorlwholrecordslonlylalUCClllfinancinglstatementlinlalstatelofficelmay
havelnolwayloflpreventingltheldebtorlfromlsellinglorlmortgaginglthelpatentloutlfromlunderlit,
freeloflitslsecuritylinterest.'

[lusel‘may’lasltherelhaslyetltollbelalcaseldecidinglprioritylbetweenlalsecuredlpartylandlalBFPlor
mortgagee,lbutlseverall courtsl havel consideredithelissuelin dicta.”1Onelcourtlopinedithat]ifla

* See UCCISI91203.

> Id.

TUCCISI9BO1.

TUCCISSI915 160&0191504.

STUCCISI91504.

TUCCISIoN06.

19SeelgenerallylInlrelPhoenixISystemsl&IComponents,llnc.,04 70B.R.02641(D.INeb.12007);lInlrel CyberneticlServs.,
2520F.3d010390(9thl Cir.12001);1 Cityl Bankl &I Trustl Co.lv.1 Ottol Fabric,1Inc.1831B.R.017800(D.1 Kan.l 1988);1Inlre
TransportationlDesignl&lTech.,lInc.,1480B.R.06350(Bankr.IS.D.ICal.11985).

" In0 thisl context, bonel fidel meansl that] thell purchaser] or] mortgageell hadll nol knowledgell ofll anll existingll security
interest.

) Alicel Haemmerli, Insecurityl Interests:]l Wherell Intellectuall Propertyl and] Commerciall Lawl Collide,1961 Colum.IL.IRev.
1645,011703.

B Inll rel Transportationl Design, 480 B.R.[ at] 6400 (“Andl becausel §1 2610 [ofl thel Patent] Act]l providesl thatl onlyl an
‘assignment,lgrantlorlconveyancelshalllbelvoid’laslagainstlsubsequentlpurchaserslandlmortgageesl [whol takeltitle],
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securedl creditorl wishesl toll claiml priorityll overl all subsequent] BFPl orl mortgagee,[ thell secured
creditor] must] bringlitslsecurityl interest]withinl thel Patentl Act’sl Sectionl 261, *lwhichl governs
titleltransfer."lAccordingly,lthislmeansithatlalsecuritylinterestimustlbelaltitlelinterestlasiSection
2610 recordsl onlyll titlel transfers.] Further,l evenl filingll all titlell interest] withll all statell officell isl not
sufficientl forl perfectionlaslalsubsequent] BFPIwilll divestl titlel ifl thel creditorl failsl tol recordllits
titlelinterestlwithlthelUSIPatentlandlTrademarkIOfficel(PTO).

Inlpart,ISection]2610states] thatlanll “assignment,lgrantlorlconveyance “Ishalll belvoidlaslagainst
anylsubsequentlpurchaserlorlmortgageell.l.l.JunlesslitlislrecordedlinlthelPatentland]Trademark
Officellwithinlthreelmonthslfromlitsldatelorlpriorltoltheldatel ofllsuchlsubsequentlpurchaselor
mortgage.”l Althoughl Sectionll 2610 seemsl toll specifyl asll onell wayl anll assignment,] grant,l or
conveyancelmaylbelvoided,lcourtslhavelinterpretedlitlasispecifyinglthe only wayllanlassignment,
grantlorlconveyancelmaylbelvoidedIbylalcompetinglinterest. IForlexample,lalpreviousIBFPlwho
failedlitolrecordlaltitleltransferlwithlthelPTOlwilllhavelsuperiorlrightsithanlalsubsequentlsecured
lenderlwholdoesInotltakeltitle.I Thislislsolevenlliflthelcreditorldiligentlylsearchedl thel PTOlfiles
andlfoundlnolrecordedllinterestslinl thel patentlcollaterallandlrecordslitslsecuritylinterestllwith
thelPTOlbecause onlylaltitlelinterestimayltrumplanotherltitleholder’slclaim."*ISimilarly,levenlthoughla
securedlcreditorlfileslhislnonltitlelinterestlinlbothlthelappropriatelstatel officelandlthel PTO,la
subsequentlBFPl(wholtakesltitlelthroughllallconveyancelfromlthelldebtor)imayltakelalpatentlfree
ofll thell previousl securityl interest] without] evenl recordingll thel titlel transferl withll thel PTO.
Withoutlititle,lalsecuredlcreditorldoeslnotlobtainlconstructivelnoticelwhenlfilinglwithlthelPTO.

Thellcommonladvicelinlavoidinglsuchl troubleslsimplylstates,] “filell inl bothl thelstatel andl federal
offices,” *landlwhilelthislislcertainlylsoundladvice,Junlessithelsecuritylinterestl haslaltitlelinterest,
filinglinlthelPTOlImayllbellegallylineffective.JComplicatinglmattersimore,Jauthoritieslarelsplitlasito

onlyltransfersloflownershiplinterestsineedltolbelrecordedlwithlthelPTO.”); ButlseelInlrel Peregrinel Entertainment,lLtd,
1160B.R.0194,12041(C.D.ICall1990)I(ThelcourtlbelievedlthatlthelPatentl ActlfullylpreemptslithelUCC,landlthuslall
ownershiplandlsecuritylinterestsishouldlbelrecordediwithlthelPTO.).

11350U.S.C.18261.

15 Inlrel TransportationlDesign, 480B.R Jatl640.
"ICourtsldefineltheltermsl“assignment,lgrant,landlconveyancelasltheylwerelinl 18 70, lwhenlthellanguageloflSection
2610wasldrafted.] “Thelhistoricall meaningsl ofl thel threel termsl alllinvolvedl thell transferl ofl anl ownershipl interest.
Specifically,lalpatentl“assignment”referredltolaltransactionlthatltransferredlalpatent’sltitle.JAl“grant”lalsollreferred
tolaltransferl oflanlownershiplinterestlinlal patent,lbutlonlylasltollalspecificlgeographiclarea.l Al “conveyance”lwas
definedlasl “tol transferlthellegalltitlel froml thell presentlownerl tolanother.”l XuanThaol Nguyen, Securityl Interestlin
Intellectuall Propertyllandl Licenseslandlthel Revisedl Articlel 9,11 10 Thel LicensinglJournall91(Mayl2003)l(citing Cybernetic
Servs. 252[F.3d at[1050.).

17 Seel Weinarlv.IRollformlInc.,17440F.2d1797,18070(Fed ICir.11984); seelalsolBaileylv.IChattem,lInc.,16841F.2d1386,13920(6™
Cir.011982)1(“Thellawlinlthis] Circuitlislthatlrecordingldoeslnotlaffectithelvalidityloflalpatentlassignmentlexpectlaslto
subsequentlpurchaserslorlmortgageeslwithoutlnotice.”); Johnl Trumanl&ISons,lInc.lv.0Basse,11130F.2d19281(2dICir.11940)
(Thel patentll recordingl statutel “doesl notll requirel recordingll toll supportll thel validityl of] anl assignment,ll exceptl asll to
subsequentlpurchaserslorlmortgageeslwithoutInotice,landlbylimplicationlrecognizeslitsivaliditylasitolalllothers.”).

8 1d.

19

Reaganll Harrisl Fibbe, Perfectingl Securityl Interests] inl [Pl (2007), http://www.bakerbotts.com,
infocenter/publications/[l(lastlvisitedlSept.114,12007);]Henryl].IHuelsberg,/ 1l llandIKevinlA.0White, IslYourlSecured
Loanl Reallyl “Secure”?] Perfectingll Securityll Interestslinl IP1(2005), http://www.willcoxsavage.com/nep/articles.phpll(last
visitedlSept.114,02007);Paull].N.IRoyletlal., SecuritylInterestslinl TechnologyllAssetslandlRelatedl Intellectuall Property,I The
ComputerlLawyer,JAugustl1999,llatl3.



http://www.bakerbotts.com/
http://www.willcoxsavage.com/nep/articles.php
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whetherlthel potentiallrisksloflthelcreditorlbeinglal titleholderloutweighl thel gains.*I1Onellriskll for
thelcreditorlislbeinglnamedlalpartylforlpatentlinvaliditylactions.* IAlconsequencelforltheldebtorfis
that] whilell itll canll suell forll infringementl andll seekl] equitablel remedies,ll thell debtorl mightl notl be
allowedlltolseekllegalldamageslsuchlasllossIprofitsiwithoutinaminglthelcreditorlaslalcolplaintiff.*

Thus, [l therel isl noll singularl “best”] wayl toll perfectl all securityll interestll inll al patent.l Ratherl the
underlyingldeallshouldlguidelwhetherlorlnotltolperformllaltitlelassignment.[ Thelriskslcreatedlby
allcreditorinotlholdingltitlelarelbasedlonlthelpossibilityloflthel debtorlcommittinglalfraudulent
transfer.] Ifl therell isl nol perceivedl riskll ofl thisl happening,ll thenl perhapsl anll assignmentll isl not
necessary.JAndlinlfact,ltransactionsloccurlbothliways.

Iflaltitleltransferlisldeemedlappropriate,lalconditionallassignmentimaylbelbest.[Thatlis,laldebtor
willlholdltitleluntilldefault,linlwhichltitlelpassesltolthelcreditor.ISuchlanlassignmentlisltreated
asllanl absolutell assignmentl byll thell PTOl forl purposesl ofl filingll andll thusl receivesl Sectionl] 26 1
protection.”’ I Thislalsolresultslinlcreditorlbeinglaltitleholderlininamelonlylandldebtorlenjoying
mostl ofl thell substantivel rightsl ofl patent] ownership,l barring,l though,lsuingll forl legall damages.
Thelassignmentlshouldl clearlylstatel thatll thisl isl thel parties’l objectivellandl putl thel burdenlon
patentlmaintenancel(paymentloflifeeslitolthelPTOlandlotherlduties)lonlitheldebtor.

Allsimilarlldecisionlisltolbel madelwhenldraftinglthel financinglstatement.lAgain,Jdependinglon
thel transaction,ll all creditor] mayl filell all blanket( lienll withl thell PTOI thatl simplyl states,] “Alll of
debtor’sll pastll andl futurell patentsl andl patentl] applicationsl arell subjectl toll creditor’sl security
interest, lorlfilelalfinancinglstatementlthatlidentifieslthelpatentslindividuallylbylthelnumberlthe
PTOlassignslalpatent.lAlthoughlthellatterinecessitateslfilinglalfinancinglstatementlforleachlnew
patentlapplicationlandlpatentlissued,llistinglthellpatentlnumberslislsaferlaslpatentslarelorganized
byl number,] andl thusll everyll creditor] knowsl toll searchll thell PTOl recordsl byl patentl number.
However,lanlelectroniclsearchlcanlfindIPTOlrecordslbyllalcreditor’slnamelasiwell.

1V. Trademarks

“Unlikel patentsl orll copyrights,] trademarksl arell notl separatel propertyl rights.l Theyl arel integral
andlinseparablelelementslofl thel goodwilllofl thel businessl orlservicesl tolwhichltheyl pertain.”**
Becausel ofl this,l anll assignmentl ofl all trademarkll isl voidl (i.e.l anl assignmentl inll gross)l unlessll it
includesl thell “goodwill”l ofl thell underlyingl businessll associated] withl thel mark.”] Although,l a
securitylinterestlinlaltrademarklhaslrepeatedlylbeenlheldlnotltolbelanlassignment,lproblemslcan
ariseliflalcreditorfattemptsitolforecloselwithoutlobtaininglalbusiness’slgoodwill.”®

X Bramson, Intellectuall Propertyl Financing inl AssetiBasedl] Financing:] Al Transactionall Guide (H.IRudaled.)1§131.02(3]
(Advisesltollassigningltitleltolcreditor);]RaymondIT.INimmer, Commerciall Assetl Basedl Financingl§122.050(Callaghan
1988)1(Same); butlsee WilliamlIC.IHillman, DocumentinglSecured] Transactions:1EffectivelDraftingdlandlLitigation,1803:11.1
(“Inl mostll cases,l however,l thisl pricell is] smalll [ofl riskl ofl fraudulent] transferl byl debtor]l comparedl toll exposurel to
patentlinvaliditylactions.”);[Roy, supralnotel20,latl100(Believeslithatlanlassignmentlofltitleltolallenderlarelrisky.).
YMHillman, supra notel21,latl§03:11.1.

Haemmerlli, surpa notel13,latl1712.

B1370C.F.R.13.560(2005).

2 Visa,JU.S.A. lInc.lv.1Birminghaml TrustINat'l1Bank,1696[F.2d11371,113750(Fed.ICir.11982).

5] IThomasIMcCarthy, McCarthylonl TrademarkslandlUnfairlCompetitionI§118.01[7].

26 Seell Li’lIRed Barn,lInc.0v.0Red] BarnlSystem,lInc. 132 20F.0Supp.198I(N.D.0Ind.11972); Marshaklv.1Greenl 7460F.2d1927
(2diCir.11984); Clarkl&FreemanlCorp.lv.1HeartlandlCo.ILtd.,08 1 1IF.ISupp.01370(S.D.N.Y.11993).
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All prudentl creditor] hasll severall waysl toll avoidl suchl all riskl] ifll foreclosurel isll necessary.l First,l a
securityllinterestslmaylincludelalllgoodwilllassociatedlwithlthelmarkllaslcollateralltoo.lBylfilingla
financinglstatementl thatl statesll all creditorl hasll allsecurityl interestl inl alll ofll al debtor’sl “general
intangibles,”l it shouldl coverl bothl trademarksl andl related] goodwill.”1 Second,l all creditor] may
alsolltakellallsecuritylinterestlonl“relatedlassetslassociatedlwithlthelproductsimarketedlunderlthe
trademark,lsuchllasl accountsl receivable,l toll makel certainl thatl inl thell eventl ofl foreclosure,l the
merellactloflassignmentlwouldl notl inlandl ofl itselfl destroyl thelvaluel ofl thell collateral.”**1 This
techniquellislsupportedlibylcaselllawlas] courtslhavel traditionallylviewedl thel transferll ofl tangible
businesslassetslaslreflectingl“goodwill.”*

Unlikelthelcaselinlpatents,Jitlisinotlrecommendedlthatlalcreditorlstructurelthelsecuritylinterest
asllall conditionl assignment, [l thatll is,] wherel al creditorl wouldll takel titlel ofl thell trademarkl upon
defaultlofitheldebtor.IWhilelthisInecessitateslrecordinglwithlthel PTOltolmaintainlvalidity,lthe
reall causel ofll concernll is] “byll recordation,] thell conditionall assignmentl isl deemed, [ byl law, a
presentl transferlofl title.”* T Aslsuch,l “thellenderl mustlusel thel trademarklinlorderl tol maintain
thelrightslinltheltrademark,landliflthellendetllicensesltheltrademarklbackltolthelborrower,lthe
lenderl must] activelyl monitorl andl controll thel borrower’sl usell ofll thel trademark.””'l Thus,l a
securitylinterestlthatllackslaltitlelinterestlislpreferred.

Thelquestionlremainslaslitolwhereltolfilelalfinancinglstatement.lJustlaslwithlpatents,lthelsafest
wayll isll toll filell inll bothl statell andl federall offices.] Filingl withl thell appropriatell statell officell is
mandatorylinlorderltolassertIrightslinltheltrademarklcollaterallsuperiorltolotherllienlcreditors.**
Atllthelfederalllevel Jassignmentslofltrademarks,llikelpatents,larelrecordedlwithlthel PTOltolgive
noticel tolsubsequent]purchasers;lhowever,lunlikel patents,l trademarksll dolnotl havel tollbell filed
withlthelPTOltolbellegallylrecognized.ITheitlcreationlandlsubstantivelrightslareldictatedlbylstate
lawl andll arisell out] ofll all business’sl usel ofll all markl withll itsll goodsl andl services.] Thel federall law
pertaining] toll trademarks,ll thel Lanhamll Act,[ createsl fewl substantivel trademarkl rights,] but
establisheslalregistrationlsystemltollrecordlassignmentslandlprovideslbenefitsltollregistrantslsuch
aslconstructivelnotice. ’lAlthoughlcasellawlhaslclearlylheldlthatlalsecuritylinterestslareldistinct
froml assignments,”*] thel PTOU willl neverthelessl accept] filingl ofl instrumentsl otherl than
assignmentslvislalvisltrademarks. IItlisIthusladvisableltoldolsolinlorderltolcutlofflanylpotential
rightsloflsubsequent!/BFPslorllassignees.

YIRoy, supra notel20,latl12.

%) Scott] J.I Lebson, Securityl Interests) inl Intellectuall Propertyl inll thel United] States{] (Arel theyl Reallyl Secure?),
http://www.ladas.com/IPProperty/ipprop_securityinterests.htmlll (lastl visited] Sept.l 14,0 2007)I citingl Matter of
RomanlCleanserCo.,18020F.2dI(6thICir.01986).

2. IThomasIMcCarthy,/TrademarkslandlUnfairlCompetitionl§18:100(2001).

3% Deborahl Ruff, Navigatingl Uncharted] WatersD Takingl Security] Interests] Inl United] States] Trademarks,
http://www.securitization.net/knowledge/transactions/waters.aspl(lastlivisitedISept.114,12007).

.

32 Seell Trimarchillv.] Together Dev.l Corp.,12550B.R.1606,16120(D.[Mass.[2000); Inlrel Roman] Cleanser] Co.,1430B.R.1940
(Bank.JE.D.IMich.11984).

30150U.S.C.0801022

3 See,le.g., InlrelRomanICleanserCo., 8020F.2d1207,02100(6thICir.11986).

*[Roy, supra notel20,latl120(citing InlrelEllisonlPublications,lInc.,11820USPQI498.).
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V. Copyright

Althoughll thel Copyrightll Actl andl casell lawll interpretingll thell Actll createll all federall registryll for
securitylinterestslinl copyright] collateral, I filinglal financinglstatement] inl al statel officel mayl be
necessaryl aslwell.0 Thel Copyrightl Actllrequiresl thatllanyl transfer] ofl copyrightl ownershipl tol be
recordedlwithlthelCopyrightlOffice.’Althoughlalsecuritylinterestlisinotlnormallylanlownership
interest,] thell Copyrightll act] definesl all “transferll ofll copyright] ownership”ll asll anll “assignment,
mortgage,lexclusivellicense,lorlanyllotherlconveyance,lalienationllor hypothecation oflalcopyrightl.
0.0.7%%0 Blackll Law’sl Dictionaryl defines] hypothecatell asl “toll pledgell (property)l asl securityl or
collaterallforlaldebt,lwithoutldeliverylofltitlelorlpossession.” *lUnderlthisldefinitionlcourtslhave
heldlthatlperfectionloflsecuritylinterestslwithlcopyrightlcollaterallislaccomplishedlbylfilinglwith
thelCopyrightlOffice.*

However,[ all wrinklell (andl disputell amongll courts)l isll causedll becausel copyrights] comel into
existencelatlthelmomentlalworklislfixedlinlaltangiblelmediumloflexpression.* [Thus,whilelfiling
withl thel Copyright] Officel isl necessaryl tol enforcell all copyright, ¥llitsl creationl isl instantaneous.
Thisl presentsl twoll problems.[ First,Jhowlldoesl all creditorl perfectlanllinterestl inlanlunregistered
copyright!l Second,l howl doesl all creditorl perfect] anll interestl inl subsequent] modificationsl ofl a
registeredllcopyrightlaslmodificationslarelregardedlaslalnewllandlthuslunregisteredlworklunder
copyrightllaw?

Tolthelfirstiquestion,lthelcourtsllarelsplit.lOnelsidelholdslthadlitlislimpossibleltollholdlalsecurity
interestslinlalcopyrightlwithoutlfirstlregisteringl thelwork. "I ThelotherlsidelholdslthatIsincelthe
CopyrightlActlislsilentlasltolunregisteredlcopyrightslandlsecuritylinterests,Istatel lawlgoverns. **
Thus,lallcreditorl mustl filelwithllthel appropriatelstatel office.] Thelsplitlalsollanswersl thel second
question.] Thell firstllinel ofll decisionsllwouldl requirel bothl all registrationl ofll eachl modifiedlwork
andlanlaccompanyinglfinancinglstatement,Jwhilelthelsecondlwouldlallowlforleitherlalworkbyl
workl filingll withll thell Copyrightll Officell orll simplyll all blanketl lienl inll alll of] debtor’s] general
intangibleslitolbelfiledllatlthelappropriatelstateloffice.

Thus,ltolgetlbothlthellbroadestlscopeloflprotectionlavailablelandlavoidlthelcourts’ldiscrepancies,
filinglatlbothlthelstatelandlfederalllevellisinecessary.

36 SeelInlrel AvalonSoftwarelInc.,12090B.R.01517,152 11(Bank.ID JAriz.01997)I(“Underlfederallcopyrightllaw,lthelgrandlof
alsecuritylinterestllisldefinedllasllal‘transferlloflcopyrightlownership, lbecauselwithinlcopyrightllawlthatltermlincludes
mortgageslorlotherlformsloflhypothecation.”).

3701700.S.C.180205(a).

¥0170U.S.C.180101.

*(8thled.12004).

0 E.g. InlrelAvalonlSoftware,lInc.,12090B.R.05170(Bankr.ID.JAriz.01997).

#1170U.S.C.I80101.

2170U.S.C.I80411.

 AvalonlSoftware,12090B.R.0517; InlrelAEG.1AcquisitionCorp.,11270B.R.1340(Bankr.JC.D.ICal.11991).

# Inlrel Worldl Auxiliaryl Powerl Co.,12440B.R .11490(Bankr.IN.D.ICalif.0 1999).[Allloflthelcourtslinlthelsplitlcited Inlre
PeregrinelEntertainmentlLtd.,11160B.R.01941(C.D.ICal. 1990)laslsupportliforltheirlrulings.




NordidJournallofiCommerciallLawlissuel20070#2

VI TradelSecrets

Onll thel peripheryl ofl thel intellectuall propertyll landscapell arel tradel secrets.] Duell toll theirl very
nature,ltradelsecretslarell oflunknownl length,] mustlbel maintainedlinl confidence,landllarel not
registeredllinlalstatel orlfederallloffice.1 Thus,] “thislfundamentallprinciplel oflmaintaininglsecrecy
suggestsl thelneedltoll proceedlwithlextremel cautionllwhenlnegotiating,l creating,landl perfecting
securitylinterestslinl tradelsecrets.”*l Allblanketl lainl inlal debtor’sl intellectuall propertylisilikely
perfectedl withll all financingl statementll containingl “languagel toll thel effectl ofl ‘alll general
intangiblesl nowl ownedlorl hereinafterlacquiredl byl thel debtor.””*I Thatlis,l thel UCCI doeslnot
requirelalfinancinglstatementltolspecificallylidentifylseparatelintellectuallpropertylrightsithatlfall
underl thell generall intangiblesl categoryll whenll taking] all blanket] lienl onll all debtor’sll general
intangibles.*l However[ ifl all creditorl isl taking] anl interest] inl onlyll specificl tradell secrets,ll the
financinglstatementlshouldlidentifyl thel tradel secretl without] breachingllitsl confidentiality.l “It
haslalsollbeenllsuggestedllthatlthel tradelsecretlbel heldlinlescrowlforl thel benefitl ofl thelsecured

party.”®

VII. DomainlNames

Tol date,] therell arel twol welll knownl casesll thatl havell addressedll whether] domainll namesl are
property.JIfldomainllnameslarel recognizedlasl propertylorlanlanaloglofl property,litlwouldllend
credenceltolthellidealthatlallsecuritylinterestslcanlbellobtainedlinlthem.lIn Kremenlo.lCohen,lthe
NinthICircuitlCourtlofl Appealslfoundldomainlnameslarelproperty. “IInlcontrast,lthel Virginia
SupremelCourtlin Umbrollv.132638511Canadalllnc.,lheldlthat]*“aldomainlnamelregistrationlislthe
productl ofll all contractl forll servicesl] betweenl thel registrarll andl registrant”ll inl whichl al domain
name,[ likel al telephonell number,] does] not existll separatelyll froml “itsl respectivel servicell that
createdlitlandlthatimaintainslitsicontinuediviability.”*lIAslsuch,lonelarticleladvises:

[Blecauselofltheuncertaintylin(this(drea, a[lendertay Want(to make alstate
UCCI1 filingwhere [the[borrower’s business(is Tocated [and (dlso[in [the[State
where(thehost/serverlis[located. Tfithe[domainnamelis [particularly valuable,
allendermay!lalso[want[to have[theldebtor transfer the domain/namelinto
escrowalong[with alpower ofl attorneylinfavorloflthe[lender(solthat(the
lender(GanGontrol the [domainfame [in the @vent 6fthe Borrower’sdefault.”’

VIII. Conclusion

[fll trademarks, | copyrights,[ orll patentsl arell identifiedl asl collateralll inl all securityll agreement,] the
financingllstatementll shouldl bel filedl inll bothll thell appropriatel statel andl federalll offices.l Inll the
samelivein,lallcreditorlmustlperformlalproperlsearchlinltheselofficesltolmakelsurelthatltheldebtor

BLebson, supra notel3.

6 1d.

Y 1d.

1.

#13250F.3d110350(9thICir.12003).
>%12590Va.0759,15290S.E.2d1800(Va.12000).
SIHuelsberg, supra notel20,latl3.
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isl thell titleholderll andl forll otherll encumbrances.l Counselll shouldll alsol bell awarel ofll thell various
issuesl whenl choosingl howl toll structurel all securedl transactionl (conditionalll assignment, [l leasel
back,l etc...) vislalvisl thel underlyingll intellectuall propertyll collateral.] Particular carell shouldl be
takenllwithltradelsecretslandldomainlnameslaslauthoritylandlcasellawlonlthelsubjectlislscarce.
Whetherlstructuringlalloanlforlallcreditorlorlconductingldueldiligencelforlanllacquisition,lthese
issueslshouldlbelladdressedltolsavelheadacheslinlithelfuture.




