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UCC Filings & Mechanic’s Liens
What Do They Have in Common? Security.

Secured Creditor



Bankruptcy by the Numbers
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Commercial bankruptcies by month



In an analysis of 2024 
commercial bankruptcy plans, 
secured creditors recovered 
an average of 77% more 
than unsecured creditors.

Secured creditors recovered 
$0.98 on the dollar.



Notices, Lien Waivers, and 
Mechanic’s Lien Services



Notices, Lien Waivers, 
and Mechanic’s Liens

• Preliminary Notices

• Lien Waivers

• Mechanic’s Liens

• Bond Claims

• Demand Letters

• Suit/Foreclosure 



Security in Our Personal Lives

Bank Mortgage Eviction

Dealership Car Loan Repossession



Mechanic’s Lien Process: 4 Steps

Above deadlines are examples

Within 20 days from 
first furnishing

Payment contingent 
on signing 

Within 90 from last 
furnishing

Within one year of 
filing the lien



Mechanic’s Lien Process
What is it? How does it work?

• Notice: Notice (required by statute) given to the 
owner and/or prime contractor as a precondition to 
filing a lien or serving a bond claim.

• Lien Waiver: Signed document in which the would-be 
lien claimant agrees to waive rights to its claim based 
on payment received.

• Mechanic’s Lien: Lien against real property by one 
providing materials or services to the project.

• Bond Claim: Written notice informing prime 
contractor or surety that claimant, e.g., subcontractor, 
supplier, or materialman, looks to them for payment.

• Suit/Foreclosure: An action in a court of law to 
enforce a claim.



Collecting Information

• Credit Application
• Job Information 



Preliminary Notice

“It will upset my customer.”

“I can’t keep track of my projects.”

“I don’t have the staff or time to 
research next steps.”



Security in Construction
Notices & Mechanic’s Liens mitigate 
risk and protect cashflow.



Justifying the Credit

Claims filed below this line may be questionable.



Understanding Lien Waivers
Conditional or Unconditional? 
A signed document in which the would-
be lien claimant agrees to waive rights 
to its claim based on payment received. 

Conditional lien waivers 
are preferred, because 
the “conditions” provide 
the creditor with 
leverage, in the event 
payment is not received 
or does not clear.



Understanding Lien Waivers

Labor/Materials 
Provided

Payment & 
Waiver Received

Project/Invoice 
Due Diligence

Waiver Signed 
and Sent

Payment
Clears



Mechanic’s Liens
A defined right.

• Within 3 tiers of the owner

• Tangible goods must be affixed 
(glued down, plumbed; not 
freestanding)

• No suppliers-to-suppliers



Empowering through Automation

Job Info App Import File API A/R Management

Digital Job 
Information Sheet



A/R Management
When your customer remits payment.

Except, you have 20 projects with that customer... 

• Which project should the payment apply to?

• How many systems do you have to search to 
find the right information?

• How much time will you spend matching the 
payment to the project? 



NCS Credit’s A/R Management
Technology saving you time and money!

Labor/Materials 
Provided

Payment & 
Waiver Received

Project/Invoice 
Due Diligence

Waiver Signed 
and Sent

Payment
Clears



UCC Filing Services



The Uniform 
Commercial Code
• Article 1: General Provisions

• Article 2: Sales

• Article 2A: Leases

• Article 3: Negotiable Instruments

• Article 4: Bank Deposits and Collections

• Article 4A: Funds Transfer

• Article 5: Letters of Credit

• Article 6: Bulk Transfers

• Article 7: Warehouse Receipts, Bills of Lading

• Article 8: Investment Securities

• Article 9: Secured Transactions



UCC: Two Required Elements

Security 
Agreement

UCC-1 Financing 
Statement



Security Agreement
Creates a secured interest, spells 
out terms & conditions, and it can 
be a stand-alone document or 
exist in other forms:

• Loan agreement

• Sales agreement

• Consignment agreement

• Promissory note

• Conditional sales contract

• Dealer agreement



Financing Statement
aka UCC-1 / UCC filing
• Records the secured interest and makes 

it a public record

• In effect for five years, at which time can 
be continued for another five-year period

• Filed in locations based on your 
customer’s form of business



Inventory vs. Equipment
It depends on what your customer does with the goods you sell to them. Is 
your customer reselling or using your products in their business?

INVENTORY (GOODS)

Search

Customer 
resells the 
goods to 

another entity

Notify

EQUIPMENT

Contract

Customer 
uses the 

goods in the 
course of their 

business

20-day Rule



Priority in UCC Filings
Claims are paid based on where they are situated on the claims priority ladder.

02Administrative
Priority Claims

04Pre-petition 
Unsecured Creditors

03 Lower-Level
Priority Claims

01 Secured
Creditors



Protecting Cashflow
Mitigate risk and protect cashflow.

100%, $50,000
Bank

100%, $10,000
2nd Creditor

100%, $10,000
3rd Creditor

100%, $10,000
4th Creditor

100%, $10,000
5th Creditor

Debtor: $100,000

100 unsecured creditors .01 cent on the dollar

Secured 
Creditors

01

02

03

04

05

$10,000

First in time, 
first in right



Opportunities to Take 
Security
• New customers

• Existing customers

Customers Receive

Extended Terms

Increased Credit 
Line

You Receive

Signed Security 
Agreement



UCC
Filings

Credit 
Insurance

UCC Filings &
Credit Insurance

Fixed Cost: regardless of your customer’s financial 
profile

Mitigates Risk: reduces bad debt write-offs and 
improves DSO

Security Interest: grants you rights to the collateral 
used to secure the line of credit

Payment Priority: secures your spot in the payment 
line if your customer defaults or files for bankruptcy

Identifies Risks: actuaries provide analysis to 
identify potential losses

Transfers Risk: risk is transferred to the insurer’s 
balance sheet

Public Record: establishes a public 
acknowledgement of the financial agreement

UCC Filings and Credit Insurance
Secured vs. Insured: why not both?



Advantage of Being a Secured Creditor
In review of bankruptcies with plans effective 01/01/2023 - 10/01/2024. On average, secured creditors 
recovered 95% of allowed claims and unsecured creditors recovered 6% of allowed claims.

Industry
Secured Creditors 

Recovery
Unsecured Creditors 

Recovery

Construction Materials 100% 0%

Home Furnishings Stores 100% 0% - 2.5%

Equipment Rental and Leasing 100% 0.3% - 1.1%

Biological Products 100% 1.60%

Eating Places 51% 3%

Sporting and Athletic Goods 100% 3.5% - 20.6%

Fabricated Structural Metal 100% 6% - 8%

Surgical and Medical Instruments 100% 7%

Construction Structural Wood 100% 21.10%



• Live A/R Balances

• Notice/Waiver Automation

• Simple Project Management 

• 1-Click Project Escalation

NCS Technology



Empowering through Automation
Crawl. Walk. Run. Credit Hero.

Job Info App Import File API

A/R Management
Digital Job 

Information Sheet



UCC Filings & Mechanic’s Liens
What Do They Have in Common? Security.

Secured Creditor



Alec Papesch
apapesch@ncscredit.com 

800.826.5256 x246

Thank You!

NCScredit.com

Learn More!

mailto:apapesch@ncscredit.com
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