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Cross-border financing: Critical considerations when
converting security agreements
By Christofer Fattey and Danijel Augustinovic

Law360 Canada (October 23, 2025, 2:34 PM EDT) -- Canadian lenders
engaged in cross-border financing frequently require their borrower’s U.S.
affiliates to grant security interests in their assets. The standard practice
involves using U.S.-law-governed security agreements for these U.S.
entities. However, sometimes Canadian lenders or their Canadian counsel
will request that a Canadian General Security Agreement (GSA) be
“converted” to a U.S. security agreement. While the desire for contractual
uniformity across all cross-border obligors is understandable, relying on a
poorly converted GSA can lead to serious, negative outcomes and often
overlooked legal risks.

One critical difference: Collateral descriptions

In Canada, GSAs commonly use a broad “catchall” phrase like “… all of
debtor’s
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present and after acquired personal property including, without limitation, (list of specific categories
of collateral) …” This order typically works under the Personal Property Security Act of the applicable
province.

However, under UCC Article 9, a super generic description such as “all the debtor's assets” or “all the
debtor’s personal property” is not considered a reasonable description for collateral in a U.S. security
agreement. The Canadian practitioner’s immediately thought might be: “But I see ‘all asset’ language
in financing statements all the time in the U.S.” It’s an understandable point of confusion. The critical
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difference lies in that the UCC distinguishes between the security agreement, which grants the
security interest, and the UCC-1 financing statement, which serves as public notice of that interest:

For a security agreement: The UCC requires a description that “reasonably identifies” the
collateral. A “super generic” description like “all assets” or “all personal property” is explicitly
insufficient and will render the security agreement defective.
For a UCC-1 financing statement: The UCC is more permissive. It allows a super generic
description such as “all assets” or “all personal property” to provide public notice, as long as
the underlying security agreement contains a specific enough description to authorize it.

What this means for your U.S. security agreement

Specificity is key. U.S. security agreements should start with specific categories of collateral (often
using UCC defined terms) before any catchall phrase. The reverse order, described above and
common in Canadian GSAs, adds the valid collateral description by category to an invalid super
generic grant.

No “catchall” correction. Crucially, if a specific category of collateral — like “investment property” — is
omitted from a U.S. security agreement’s granting clause, the generic “any other of debtor’s present
and after acquired personal property” will not automatically cover the missing investment property,
and the lender should not rely on that language as a safety net.

Required precision. Certain valuable assets, like “commercial tort claims” (for example, claims for
contractual interference), cannot be described by category under the UCC. These must be described
specifically and individually within the security agreement to be covered.

Don’t let the pursuit of uniformity undermine your security

While the appeal of standardized documentation in cross-border transactions is understandable,
prioritizing uniformity over the effectiveness of a security interest can lead to significant risks. To
properly grant a security interest under U.S. law, Canadian lenders have two primary options:

Utilize a U.S. security agreement. This ensures the document is drafted specifically to meet the
requirements of the UCC.
Carefully convert a Canadian GSA to a U.S. security agreement. This conversion requires legal
advice and meticulous attention to detail to align with U.S. legal standards for granting security
interests.

Protect your interests – Get a comprehensive review

There are many other nuances and critical considerations beyond collateral description when
structuring cross-border financings and preparing U.S. security agreements. Don’t leave valuable
collateral vulnerable due to an ill-considered conversion or other oversight.

Christofer Fattey and Danijel Augustinovic are partners at Hodgson Russ LLP, concentrating their
practices in representing borrowers and lenders in secured lending and other transactions, with an
emphasis on cross-border financings. Both attorneys divide their time between the Buffalo and
Toronto offices.

The opinions expressed are those of the author(s) and do not necessarily reflect the views of the
author’s firm, its clients, Law360 Canada, LexisNexis Canada or any of its or their respective
affiliates. This article is for general information purposes and is neither intended to be nor should be
taken as legal advice.
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contact Analysis Editor Peter Carter at peter.carter@lexisnexis.ca or call 647-776-6740.
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