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Section 550(e) of the House amendment is derived 
from section 550(e) of the Senate amendment. 

SENATE REPORT NO. 95–989 

Section 550 prescribes the liability of a transferee of 
an avoided transfer, and enunciates the separation be-
tween the concepts of avoiding a transfer and recov-
ering from the transferee. Subsection (a) permits the 
trustee to recover from the initial transferee of an 
avoided transfer or from any immediate or mediate 
transferee of the initial transferee. The words ‘‘to the 
extent that’’ in the lead in to this subsection are de-
signed to incorporate the protection of transferees 
found in proposed 11 U.S.C. 549(b) and 548(c). Subsection 
(b) limits the liability of an immediate or mediate 
transferee of the initial transferee if such secondary 
transferee takes for value, in good faith and without 
knowledge of the voidability of the transfer. An imme-
diate or mediate good faith transferee of a protected 
secondary transferee is also shielded from liability. 
This subsection is limited to the trustee’s right to re-
cover from subsequent transferees under subsection 
(a)(2). It does not limit the trustee’s rights against the 
initial transferee under subsection (a)(1). The phrase 
‘‘good faith’’ in this paragraph is intended to prevent a 
transferee from whom the trustee could recover from 
transferring the recoverable property to an innocent 
transferee, and receiving a retransfer from him, that is, 
‘‘washing’’ the transaction through an innocent third 
party. In order for the transferee to be excepted from 
liability under this paragraph, he himself must be a 
good faith transferee. Subsection (c) is a further limita-
tion on recovery. It specifies that the trustee is enti-
tled to only one satisfactory, under subsection (a), even 
if more than one transferee is liable. 

Subsection (d) protects good faith transferees, either 
initial or subsequent, to the extent of the lesser of the 
cost of any improvement the transferee makes in the 
transferred property and the increase in value of the 
property as a result of the improvement. Paragraph (2) 
of the subsection defines improvement to include phys-
ical additions or changes to the property, repairs, pay-
ment of taxes on the property, payment of a debt se-
cured by a lien on the property, discharge of a lien on 
the property, and preservation of the property. 

Subsection (e) establishes a statute of limitations on 
avoidance by the Trustee. The limitation is one year 
after the avoidance of the transfer or the time the case 
is closed or dismissed, whichever is earlier. 

AMENDMENTS 

1994—Subsecs. (c) to (f). Pub. L. 103–394 added subsec. 
(c) and redesignated former subsecs. (c) to (e) as (d) to 
(f), respectively. 

1984—Subsec. (a). Pub. L. 98–353, § 465(a), substituted 
‘‘549, 553(b), or 724(a) of this title’’ for ‘‘549, or 724(a) of 
this title’’. 

Subsec. (d)(1)(A). Pub. L. 98–353, § 465(b)(1), inserted 
‘‘or accruing to’’ after ‘‘by’’. 

Subsec. (d)(1)(B). Pub. L. 98–353, § 465(b)(2), substituted 
‘‘the value of such property’’ for ‘‘value’’. 

Subsec. (d)(2)(D). Pub. L. 98–353, § 465(b)(3), sub-
stituted ‘‘payment of any debt secured by a lien on 
such property that is superior or equal to the rights of 
the trustee; and’’ for ‘‘payment of any debt secured by 
a lien on such property.’’ 

Subsec. (d)(2)(E), (F). Pub. L. 98–353, § 465(b)(3), (4), 
struck out subpar. (E) ‘‘discharge of any lien against 
such property that is superior or equal to the rights of 
the trustee; and’’ and redesignated subpar. (F) as (E). 

Subsec. (e)(1). Pub. L. 98–353, § 465(c), substituted ‘‘or’’ 
for ‘‘and’’. 

EFFECTIVE DATE OF 1994 AMENDMENT 

Amendment by Pub. L. 103–394 effective Oct. 22, 1994, 
and not applicable with respect to cases commenced 
under this title before Oct. 22, 1994, see section 702 of 
Pub. L. 103–394, set out as a note under section 101 of 
this title. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–353 effective with respect 
to cases filed 90 days after July 10, 1984, see section 
552(a) of Pub. L. 98–353, set out as a note under section 
101 of this title. 

§ 551. Automatic preservation of avoided transfer 

Any transfer avoided under section 522, 544, 
545, 547, 548, 549, or 724(a) of this title, or any lien 
void under section 506(d) of this title, is pre-
served for the benefit of the estate but only with 
respect to property of the estate. 

(Pub. L. 95–598, Nov. 6, 1978, 92 Stat. 2602.) 

HISTORICAL AND REVISION NOTES 

LEGISLATIVE STATEMENTS 

Section 551 is adopted from the House bill and the al-
ternative in the Senate amendment is rejected. The 
section is clarified to indicate that a transfer avoided 
or a lien that is void is preserved for the benefit of the 
estate, but only with respect to property of the estate. 
This prevents the trustee from asserting an avoided tax 
lien against after acquired property of the debtor. 

SENATE REPORT NO. 95–989 

This section is a change from present law. It specifies 
that any avoided transfer is automatically preserved 
for the benefit of the estate. Under current law, the 
court must determine whether or not the transfer 
should be preserved. The operation of the section is 
automatic, unlike current law, even though preserva-
tion may not benefit the estate in every instance. A 
preserved lien may be abandoned by the trustee under 
proposed 11 U.S.C. 554 if the preservation does not ben-
efit the estate. The section as a whole prevents junior 
lienors from improving their position at the expense of 
the estate when a senior lien is avoided. 

§ 552. Postpetition effect of security interest 

(a) Except as provided in subsection (b) of this 
section, property acquired by the estate or by 
the debtor after the commencement of the case 
is not subject to any lien resulting from any se-
curity agreement entered into by the debtor be-
fore the commencement of the case. 

(b)(1) Except as provided in sections 363, 506(c), 
522, 544, 545, 547, and 548 of this title, if the debt-
or and an entity entered into a security agree-
ment before the commencement of the case and 
if the security interest created by such security 
agreement extends to property of the debtor ac-
quired before the commencement of the case and 
to proceeds, products, offspring, or profits of 
such property, then such security interest ex-
tends to such proceeds, products, offspring, or 
profits acquired by the estate after the com-
mencement of the case to the extent provided by 
such security agreement and by applicable non-
bankruptcy law, except to any extent that the 
court, after notice and a hearing and based on 
the equities of the case, orders otherwise. 

(2) Except as provided in sections 363, 506(c), 
522, 544, 545, 547, and 548 of this title, and not-
withstanding section 546(b) of this title, if the 
debtor and an entity entered into a security 
agreement before the commencement of the case 
and if the security interest created by such se-
curity agreement extends to property of the 
debtor acquired before the commencement of 
the case and to amounts paid as rents of such 
property or the fees, charges, accounts, or other 
payments for the use or occupancy of rooms and 
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