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DEPOSIT ACCOUNT CONFUSION

= Stierwalt v. Assoc. Third Party Administrators, 2016 WL 2996936 (N.D.
Cal. 2016)

= |n re Delano Retail Partners, LLC, 2017 WL 3500391 (Bankr. E.D. Cal.
2017)

= |n re Tenderloin Health, 849 F.3d 1231 (9t Cir.)



SECURITY INTEREST IN DEP ACCT. V. LIEN CREDITOR

RELEVANT UCC PROVISIONS:

RCW 62A.9A-317(a); 9A-201: Perfected SP has priority over subsequent
len creditors

RCW 62A.9A-315(d)(2): Perfected Sl in proceeds continues in identifiable
cash proceeds

RCW 62A.9A-327(1): Sl in deposit account perfected by control takes
oriority over non-control Sl

RCW 62A.9A-332(b): Transferee of funds from a deposit account takes free
of a Sl in the deposit account absent collusion
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STIERWALT, 2016 WL 2996936 (N.D. CA 2076)

= SP with Slin proceeds deposited in deposit account
= Judgment creditor garnishes deposit account
= SP intervenes and objects before funds disbursed

= Court holds that garnishing creditor nonetheless takes free as a
transferee under 9-332(b)



IN RE DELANO RETAIL PARTNERS, LLC (BANKR. E.D. CALIF 2017)

= Supplier sold inventory to debtor and obtained S|
= Debtor diverted collateral proceeds to attorney trust account
= Debtor filed Chp. 7

= Trustee claimed he took free of SP’s Sl in proceeds as hypothetical
lien creditor

= Court held in favor of Trustee



IN'RE TENDERLOIN HEALTH, 849 F3D 1231 (9" CIR. 2017)

DEPOSIT MAY QUALIFY AS PREFERENTIAL TRANSFER

= 11 USC 547(b): “transfer” (i) to or for benefit of creditor, (ii)
antecedent debt, (iii) insolvent, (iv) within 90 days, (v) creditor
receives more than hypo. liquidation

= 11 USC 553(b): Creditor exercising post-petition setoff rights limited
to setoff amount available 90 days prior to petition date

= Court held that a deposit made to a deposit account may constitute
a preferential transfer to the depository bank that is also a secured
creditor
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