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A BILL FOR

An Act relating to the security interest in farm products and

providing an effective date.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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S.F. ,20§Q H.F.

Section 1. Section 554.9307, subsection 1, Code Suppliement .
1985, is amended by striking the subsection and inserting 1in
lieu thereof the following:

1. A buyer in ordirnary course of business as defined in
section 554.1201, subsection 9, takes free of a security in-
terest created by that person's seller even though the
security interest 1s perfected and even though the buyer knows
of its existence. For purposes of this section, a buyer or
buyer in ordinary course of business includes any commission
merchant, selling agent, or other person engaged in the
business of receiving livestock as defined in section 189A.2
on commission for or on behalf of another.

Sec. 2. Section 554.9307, subsection 4, Code Supplement
1985, 1s amended by striking the subsection.

Sec. 3. This Act, being deemed of immediate importance,
takes effect from and after its publication in the Kossuth
County Advance, a newspaper published in Algona, Iowa, and in
the Lake Mills Graphic, a newspaper published in Lake Mills, .
Iowa.

EXPLANATION

This bill provides that a buyer in ordinary course of busi-
ness takes free of a security interest created by the person's
seller. It removes an exception in the uniform commercial
code that currently provides that a person who buys farm
products from a person engaged in farming operations might
under some circumstances take the farm products subject to the
security interest. It retains existing lanquage regarding the
treatment of a commission merchant or selling agent as a buyer
or buyer in cordinary course of business. The bill 1is

effective upon publication.
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SENATE FILE 2050
~-5008

Amend Senate File 2050 as follows:

1. By striking everything after the enacting
clause and inserting the following:

“"Section 1. Section 554.9307, subsection 1, Code
Supplement 1985, is amended by striking the subsection
and inserting in lieu thereof the following:

1. A buyer in ordinary course of business as
defined in section 554.1201, subsection §, takes free
of a security interest created by that person's seller
10 even though the security interest is perfected and
11 even though the buyer knows of 1ts existence. For
12 purposes of this section, a buyer or buyer in ordinary
13 course of business includes any commission merchant,
14 selling agent, or other person engaged in the business
15 of receiving livestock as defined in section 189A.2 on
16 commission for or on behalf of another.

17 Sec. 2. Section 554.9307, subsection 4, Code

18 Supplement 1985, 1is amended by striking the subsection
19 and inserting the following:

20 4. A secured party may reguest the buyer to issue
2l any check for payment or partial payment of a good

22 subject to a security interest jointly in the name of
23 both the seller and the secured party only if the

24 secured party has included in the documents creating
25 the security interest a written provision that a joint
26 check would be requested or required and if the

27 provision has been specifically signed and dated by

28 the person granting the security interest.

29 Sec. 3. This Act, being deemed of immediate

30 importance, takes effect from and after its

31 publication in the Kossuth County Advance, a newspaper
32 published in Algona, Iowa, and in the Lake Mills

33 Graphic, a newspaper published in Lake Mills, Iowa."

W~ O b R

5-5008 Filed and adopted January 20, 1986 BRY PRIEBE, HUSZK,
G977 TIEDEN
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A BILL FOR

An Act relating to the security interest in farm products and
providing an effective date.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

SEF 2050
rr/cc/26

ook £




rpa
4

.

(23]

Section 1., Section 554.9307, subsection 1, Ccde Supplement

1
2 1985, is amenrded by striking the subsecticn and inserting in
3 lieu thereof the following:
4 1. A buyer in ordinary course of business as defined in

5 section 5%54.,1201, subsection 9, takes free ¢f a security

& interest created by that perscn's seller even though the

7 security interest is perfected and even though the buyer knows
8 of 1ts exlstence. For purposes of this section, a buyer or

9 buyer in ordinary course of business includes any commission
10 merchant, selling agent, or other person epngaged in the

11 business of receiving livestock as defined in section 189A.2
12 on commission €cor or on behalf of another.

13 Sec. 2. Section 554.9307, subsection 4, Cocde Supplement

14 1985, 1s amended by striking the subsecticn and inserting thne
15 following:

16 4. A secured party may request the puyer to issue any

17 check for payment or partial payment of a good subiect to a

18 security interest jointly in the name of both tne seiler and
19 the secured party cniy if the secured party has included in

20 the dccuments creating the security interest a written

21 provision that a joint check weuld be regquested or required

22 and if the provision has been specifically signed and dated by
23 the person granting the security interest.

24 Sec. 3. This Act, being deemed of immediate importance,

25 takes effect from and after its publicaticn in the Kossuth

26 County Advance, a newspaper pubiished in Algona, Iowa, and in

27 the Lake Mills Graphic, a newspaper published in Lake Mills,

28 Iowa.
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AMENTUMENT G [IOUSE AMENDMENT TO SENATE FI

Anend 5-5608 to Senate File 2050 as amended.,
assed; and reprinted by the Senate as follows:
Fage 1, ]ine 7, by atriking the :

rny

TANCIREE

[Re N iaVe]

90—’98; section 1324".
striking page 1, line 21 througnh paegc
ng ihce.“i“g the following:
secured party may request the buyer i
for payment or partial payment cf & cd
c a security interest jointly in the e
seller and the secured party only i€ ;
v has included in the documents crsasting
interest a written prov151on that & joint
oe rezquested or required and if the
20N nhas been spec1f1cally signed and da =d by
son granting the security interest,
rage 2, line 20, by strikirg the word and
"subsection 1,%.
Face 2, by striking lines 23 through 46.
Page 2, by striking lines 49 and 50 and
inserting the following: ‘"pursuant to subsection £
and reet the requirements of subsection 4, the debtor
is engaged in farming”.

6. Page 3, line 47, by striking the words
"federal iaw" and inserting the following: "Public
Law 99-198, section 1324",

7. Page 32, line 48, by striking the words
"federal law"” and inserting the following: "“Public
Law $9-198, section 1324".

&§. Page 4, line 6, by striking the word
inserting the following: “Two®.

¢, Page 4, line 8, by inserting after ths word
"notified" the following: "pursuant to Pudlic Liw 99-
198, saction 1324%*.

13, Pege 4, lines 18 and 19, by striking the
words "this sectAOﬂ" and inserting the Ifolicgwiag:
"Fuplic Law 22~198, section 1324".

il. ¢ . line 20, by striking the worc¢ "buyer”
and insecil the following: ‘"buyei."

4, by striking line 21,

1 4, by striking lines 30 through 40 and
ingertine e following: "receives a written notice
putsuant to Public Law 96-198, section 1324, shall not
publicly displsy or disseminate the written noitice cr
information based upon the written notice.®

14, Page 4, lines 42 and 43, by striking the
words "one thousand" and inserting the following:

“two hundrad”.
1. Page 5, lines 13 arnd 14, by striking the
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PAGE THREE, APRIL 16, 1986 HOUSE CLIP SHEET
H-5828

Page Two

1 words "this subsection” and inserting the following:
2 "Public Law 99-198, section 1324, and this section".
3 16. By striking page 5, line 21 through page 6,

4 line 10.

S 17. Renumber and change internal references as

6 necessary.

H-5828 FILED APRIL 15, 1986 RECEIVED FROM THE SENATE
'/{/(/—-u«_-.- b T 5 y’//? (?/.5?"—2?



SENATE 43
April 14, 1986

SENATE FILE 2050

Q' S-5685 :
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Amend S-5608 to Senate File 2050 as amended,
passed, and reprinted by the Senate as follows:

1. Page 1, line 7, by striking the word and
figure "subsection 4" and inserting the following:
“aubsection-4 the federal Food Security Act of 1985,
Public Law 99-198, section 1324".

2. By striking page 1, line 21 through page 2,
line 19 and inserting the following:

"4, A secured party may request the buyer to issue
any check for payment or partial payment of a good
subiect to a security interest jointly in the name of
both the seller and the secured party only if the
secured party has included in the documents creating
the security interest a written provision that a joint
check would be requested or required and if the
provision has been specifically signed and dated by
the person granting the security interest.”

3. Page 2, line 20, by striking the word and
figure "subsection 1,".

4. Page 2, by striking lines 23 through 46.

5. Page 2, by striking lines 49 and 50 and
inserting the following: "pursuant to subsection 4
and meet the requirements of subsection 4, the debtor
is engaged in farming”".

6. Page 3, line 47, by striking the words
"federal law" and inserting the following: "Public
Law 99-198, section 1324".

7. Page 3, line 48, by striking the words
"federal law" and inserting the following: "Public
Law. 99-198, section 1324".

8. Page 4, line 6, by striking the word "One" and
inserting the following: "Two".

9. Page 4, line 8, by inserting after the word
"aotified" the following: "pursuant to Public Law 99-
198, section 1324".

10. Page 4, lines 18 and 19, by striking the
words "this section" and inserting the following:
"Public Law 99-198, section 1324".

1l1. Page 4, line 20, by striking the word "buyer"
and inserting the following: “buyer."

12, Page 4, by striking line 21.

13. Page 4, by striking lines 30 through 40 and
inserting the following: "receives a written notice
pursuant to Public Law 99-198, section 1324, shall not
publicly display or disseminate the written notice or
information based upon the written notice."

14. Page 4, lines 42 and 43, by striking the
words "cne thousand" and inserting the following:
"two hundred”.

15. Page %, lines 13 and 14, by striking the
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April 1,4 1986

5~G668% Page 2

1 words "this subsection” and inserting the follow:.ng:
2 "public Law 99-198, section 1324, and this section®.
3 16. By striking page S, line 21 through page 6,
4 line 10.
5 17. Renumber and change internal references as
f necessary.
$-56835 Filed April 11, 1986
BY PRIEBE, VANDE HOEY¥, FRAISE, WALDSTEIN, HUSAK,
SOORHOLTZ, BOSWELL, MILLER — AMOPTED

éa£7g212 S/ (?,f/??)




SENATE FILE 2050
ERY IR

Amenc amendment H-5587 to Senate File 2050 as
amended, passed, and reprinted by the Senate as
fcllows:

‘. Page 2. line 39, by inserting after the word
“tncurced” the following: "“or at any other time that
the secured party and debtor have agreed to in
wiitt:ing".,

2. Page 3, by striking line 12 and inserting the
folloving: “list of potential buyers and does not
rfeasonably expect to be able to collect®.

3. Page 3, line 18, by inserting after the word
"loss.” the following: “"However, if the secured party
does ultimately recover under the security agreement,
then the secured party shall remit to the state
general fund the moneys collected under this
subsection to the extent of the recovery."

4. Page ¢, by inserting after line 17 the
following:

"The penalty imposed pursuant to this paragraph “b"
shall not apply if the debtor does in fact sell all or
part of the farm product subject to the security
Interest to the person to whom the notice was sent."

H=5641 I'ILED APRIL 2, 1986 }BY FOGARTY of Palo Alto
=& ‘_muw&/ . ‘?7»'
adydcj ~ %g(y Y
SENATE FILE 2050

-3663
Amend amendment HKE-5587 to Senate File 2050 as
amended, passed, and reprinted by the Senate as

follows:
1. By striking page 1, line 5, through page 6,

line 5, and inserting the following:

“Section 1. Section 554.9307, subsection 1, Code
Supplement 1985, is amended by striking the subsection
and inserting in lieu thereof the following:

1. A buyer in the ordinary course of business as
10 defined in section $54.1201, subsection 9, other than
11 a person buying farm products from a person engaged in
12 farming operations, takes free of a security interest
13 even though the security interest is perfected and
14 even though the buyer knows of its existence.

15 Sec. 2. Section 554.9307, subsection 4, Code

16 Supplement 1985, is amended by striking the

17 subsection.”
BY STUELAND of Clinton
VAN MAANEN of Mahaska
MAULSBY of Calhoun
BRANSTAD of Winnebago
DAGGETT of Taylor

DE GROOT of Lyon
H-5663 FILED APRIL 2, 1986
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KREMER of Buchanan
MUHLBAUER of Crawford
OXLEY of Linn
SCHNEKLOTH of Scott
ZIMMERMAN of Dallas
COREY of Louisa




H-5679 SENATE FILE 2050

1
2
3
4
5
6
7
8

9
10
11
12
13
14
15

Amend H-5587 to Senate File 2050 as amended,
passed, and reprinted by the Senate as follows:

1. By striking page 1, line S through page 6,
line 5 and inserting the following:

"Section 1. Section 554.9307, subsection 1, Code
Supplement 1985, is amended by striking the subsection
and inserting in lieu thereof the followling:

1. A buyer in ordinary course of business as
defined in section 554.1201, subsection 9, takes free
of a security interest created by that person's seller
even though the security interest is perfected and
even though the buyer knows of its existence.

Sec. 2. Section 554.9307, subsection 4, Code
Supplement 1985, is amended by striking the
subsection.

BY HARBOR of Mills

H~5679 FILED APRIL 3, 1986 BRANSTAD of Winnebago
LOST (f. j1 9% )

SENATE FILE 2050

H-5637

1

Amend the amendment H-5587 to Senate File 2050 as
amended, passed, and reprinted by the Senate as
follows:

1. Page 2, by inserting after line 14 the
following:

"e. A buyer of farm products takes subject to a
security interest created by the seller if the buyer
has received the notice provided for in subsection 4
and fails to perform the payment obligations specified
in the notice."

2. Page 2, by striking lines 40 through 44.

3. Page 2, line 45, by striking the figure "7"
and inserting the figure "6".

4. Page 3, line 46, by striking the figure "8"
and inserting the figure "7".

S. Page 4, line 16, by striking the figure "7"
and inserting the figure "6". ‘

6. Page 4, line 18, by striking the figure "9"
and inserting the figure "8".

7. Page 4, line 34, by striking the figure "10"
and inserting the figure "9".

8. Page 4, line 35, by striking the word and
figures "8 and 9" and inserting the following: "7 and
8".

9. Page 4, line 36, by striking the word and
figures "8 or 9" and inserting the following: "7 or
8". : B

10. Page 4, line 40, by striking the word and
figures "8 or 9" and inserting the following: "7 or
8".

11. Page 4, line 44, by striking the word and
figures "7, 8, or 9" and inserting the following: "6,
7, or 8".

12. Page 4, line 45, by striking the figure "7"
and inserting the figure "6".

13. Page 4, line 46, by striking the word and
figures "8 and 9" and inserting the following: "7 and
8".

14. Page S, line 2, by striking the figure "11°
and inserting the figure "10".

FILED APRIL 2, 1986 BY FOGARTY of Palo Alto

H-56 37
Adgled /5 (p. 17 %6 )




-~ SENATE 7
April 8, 1986

WOLOU W Nt

HOUSE AMENIMENT TO
SENATE FILE 2050

-5608

Amend Senate File 2050 as amended, passed, and
reprinted by the Senate as follows:

l. By striking everything aftes the enacting
clause and inserting the following:

"Section 1. Section 554.9307, subsection 1, Code
Supplement 1985, is amended to read as follows:

1. Except as provided in subsection 4, a buyer in
ordinary course of business as defined in section
554.1201, subsection 9, takes free of a security
interest created by that person's seller even though
the security interest is perfected and even though the
buyer knows of its existence. For purposes of this
section, a buyer or buyer in ordinary course of
business includes any commigsion merchant, selling
agent, or other person engaged in the business of
receiving livestock as defined in section 189A.2 on
commission for or on behalf of another.

Sec. 2. Section 554.9307, subsection 4, Code

Supplement 1985, is amended by striking the subsection.

and inserting in lieu thereof the following:

4. a, A buyer in ordinary course of business
buying farm products from a person engaged in farming
operations takes free of a security interest created
by that person's seller even though the security N\
interest is perfected, unless within one year before:-

the sale of the farm products the buyer receives prior g

written notice of the sgecurity interest which: comp11es
with this subsection.

b. A written notice complies with this subsection
if the notice is given. to the buyer by the secured -

party or the seller of the farm products and comp11e5~‘,

with both of the following: e
{1) Is an original or reproduced copy of the :
financing statement.
(2) Contains all of. the following: _
{(a) The name and address of the secured party.

(b) The name and address of the person 1ndebted to

the secured party.

(c) The social securxty number of the debtor or,'
in the case of ‘a debtor doing business other . than as
an individual; :the internal revenue service taxpayer
identification number of the debtor.

(d) . A descrlptlon of the farm products subject to

the security interest created by the debtor, 1ncludlng',

the amount.of the products where applxcable.-'t
(e) . An'identification of the crop year. zn whxch
the farm' ‘products were-produced. :
(£) An.identification of the county in whxch the
farm products were produced.
{(g) A reasonable descrzption of the property on




SENATE 8

- April 8, 1986

5-5608 Page 2

LRI L WK

which the farm products were produced.

c. In addition to the requirements of paragraph
"b", the notice shall contain a statement of any
payment obligations imposed on the buyer by the
secured party as conditions for waiver or release of
the security interest.

d. A written notice shall be amended by the
secured party within three months of any material
change and transmitted to the potential buyer by
either the secured party or the seller of the farm
products. The notice lapses on the earlier of either
one year from the date the notice was received by the
buyer or the buyer receives a notice signed by the
secured party that the security interest has lapsed.

e. A buyer of farm products takes subject to a
security interest created by the seller if the buyer
has received the notice provided for in subsection 4
and fails to perform the payment obligations specified
in the notice.

Sec. 3. Section 554.9307, subsection 1, Code Sup-
piement 1985, is amended by adding the following new
subsections:

NEW SUBSECTION. 5. A secured party may request a
debtor to provide the secured party with a list of
potential buyers to whom the debtor anticipates
selling the farm products to be subject to a security
interest. The secured party may also request the
buyer to issue any check for payment or partial
payment of a product subject to a security interest
jointly in the name of beth the seller and the secured
party. However, before the secured party may exercilse
either right provided in this section, the secured
party shall have included in the documents creating
the security interest a written provision stating that
the secured party intends to notify any person listed
as a potential buyer of the existence of the security
interest and to request a joint check. The provision
making such disclosure shall be separately signed and
dated by the person granting the security interest for
the provision to be effective. A debtor who signs
such a separate provision shall provide the secured
party with a list of potential buyers of the farm
product subject to the security interest created at
the time the debt is incurred or at any other time
that the secured party and debtor have agreed to in
writing.

NEW SUBSECTION. 6. a. If the documents creating
a security interest contain the provisions permitted
pursuant to subsection 5 and meet the requirements of
subsection 5, the debtor is engaged in farming




SENATE .9
April 8, 1986

-5608 Page 3
operations, and the debtor sells the farm products
subject to a security interest created by the debtor
to a buyer not included on the list as a potential
buyer, then the debtor is subject to a civil penalty
of the greater of either five thousand dollars or
fifteen percent of the value or benefits received by
the debtor for the farm product described in the
security agreement. The penalty shall be deposited in
the state general fund. BHowever, if the secured party
can demonstrate in state district court upon
application by the secured party that the secured
party has sustained a monetary loss as a result of the
debtor selling to a person other than a person on the
list of potential buyers and does not reasconably
expect to be able to collect under the security
agreement, then to the extent that the secured party
can prove by competent evidence the amount of the
monetary loss and the inability to collect under the
security agreement, the court shall award the secured
party sc much of the civil penalty as necessary to
cover the secured party's loss. However, if the
secured party does ultimately recover under the
security agreement, then the secured party shall remit
to the state general fund the moneys collected under
this subsection to the extent of the recovery. The
penalty provided in this subsection shall not be
imposed on the debtor if the debtor has cemplied with
any cof the following:

{1} Notified the secured party in writing of the
identity of the buyer at least seven days pricr to the
sale.

(2) Accounted to the secured party for the
proceeds of the sale not later than ten days after the
sale.

{3) Acted in conformity with a written agreement
between the secured party and the debtor regarding
prior notification of a sale or payment of the
proceeds.

b. In addition to the civil penalty provided in
this section, a debtor who sells a farm product
subject to a security interest created by the debtor
to a buyer not included on the 1list as a potential
buyer may also be guilty of committing theft pursuant
to section 714.1, subsection S.

¢. The civil penalty provided in paragraph "a" 1is
in lieu of and not in addition to any penalty imposed
under federal law. If a debtor is required to pay a
fine or penalty under federal law and the debtor has
previously also been required to pay a ¢ivil penalty
pursuant to paragraph "a", then the debtor is entitled
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5~-5608 Page 4
to a reimbursement of any moneys required to be paid
due to a violation of paragraph "a".

NEW SUBSECTION. 7. A secured party is subject to
the following civil penalties that shall be paid to
the state general fund:

a. One hundred dollars if the secured party fails
to send a written notice to any person the secured
party notified as a potential buyer that the security
interest has been terminated within fifteen days after

10 all obligations for which the security interest was

11 granted have been fulfilled, unless the debtor signs a

12 written statement after the obligations secured by the

13 security interest have been fulfilled waiving the

14 requirement of the secured party to provide notice to

15 potential buyers that the obligation has been

16 fulfilled.
w17 b. Two hundred dollars for each person the secured

18 party has sent a written notice pursuant to this

19 section who was not either of the following:

20 (1) Listed by the debtor as a potential buyer

21 pursuant to the provision permitted in subsection S.

22 (2) A person who was identified by the debtor

23 pursuant to subsection 6, paragraph "a", subparagraph

24 (1).

25 The penalty imposed pursuant to this paragraph "b"

26 shall not apply if the debtor does in fact sell all or._

27 part of the farm product subject to the security

-28 'interest to the person to whom the notice was sent..

29 NEW SUBSECTION. 8. a. A potential buyer who

30 receives a written notice pursuant to subsection 4

31 shall not do either of the following: _

32 (1) Publzcly display the written notice or any

‘33 writing or’document containing information obtained

' 34 from or based upon the written notice.

35 (2) Disseminate the written notice or any writing

36 or document containing information obtained from or

37 based upon the written notice to any person other than

38 those agents or employees of the potential buyer who

39 reasonably require the information to comply with ‘this

40 section.
£4¢:41 - b. A potent1al buyer who violates paragraph "a* -is

- 42.liable for .a civil penalty in an amount of one . .

43 thousand.dollars. The penalty shall be paid to the

44 ‘state general fund.

45 . NEW SUBSECTION. 9. a. 1In addition to any c1v11
746 penalty imposed pursuant to subsections 7 and 8, a - .
- 47:person who:yiolates.subsection 7 or 8 is liable to the

>48 debtor for~any loss caused by the person resultxng :
. 49 ‘from the’ violation: that the debtor can prove in court.
' ;g-SOQThe person may also. tecover from the person v1olat1ng

WO~ s Wb




SENATE. 11
April 8, 1986

~-5608 Page 5
subsection 7 or 8 a penalty in an amount determined by
the court not less than one hundred dollars nor more
than one thousand dollars.

b. In an action in which it is found that a person
has violateé subsections 6, 7, or 8, the court shall
award to the secured party under subsection 6 or the
debtor under subsections 7 and 8 the court costs and
to that party's attorneys their reasonable fees.
Reasonable attorney's fees shall be determined by the
value of the time reasonably expended by the attorney
and not by the amount of recovery on behalf of the
secured party or debtor.

NEW SUBSECTION. 10. For purposes of this
subsection, a written notice shall be considered to be
received by the person to whom it was sent if the
notice is mailed by registered mail with the proper
postage and properly addressed to the person to whom
it was sent. The refusal of a person to whom a notice
is sent to accept delivery of the notice shall be
considered receipt.

FLE0 21 Sec. 4. Section 554.,2402, subsection 3, Code
22 Supplement 1985, is amended to read as follows:

B b b b s D e
OWO®VAUHBWNKHOWMD-O WS W

23 3. A form substantially as follows is sufficient
24 to comply with subsection 1:
5 Name of Cebtor (OrF 3SSIgNOr)....iveiesrsesorssrsncasscsnssnas
. 6 Address-.......’....'...I'...ll........ll"!...'00 .........
27 Name of secured party (O aSSignee).scesessscssrsscsanasans
28 AdAress....coerresnsscnnscccce st e s e st e st st st as e st s s
29 Social security number of debtor if debtor is an

30 individual or the internal revenue service taxpayer
31 identification number of the debtor 1f the debtor is
32 not an indiVidualo-ooonoooooooo

33 (1) This financing statement covers the following
34 types {or items} of property:
35 ({Describe: If collateral is farm products,

36 describe the farm products including the amount of the
37 products where applicable and the crop year in which
38 the products were produced and the county in which the
39 products were produced}.cececceses

40 # 8 & 5 5 8 8 88800 e LR I A A A O R R # & 2 2 2 0 0 0 0 0ve. LA . L T TN I I T TN I )

41 (2) {If collateral is crops) The above described

42 crops are growing or are to be grown on:

43 {Describe Real Estate).eeecsace.. F e ettt e sttt e s

44 (3) (If applicable) The above goods are to become

45 fixtures on

46 Where appropriate either add or substitute "The above timber
47 1s standing on ........... cesessess" Or "The above minerals or

48 the like (including oil and gas) are located Oon ....vcieveveos"
43 or "The above accounts will be financed at the wellhead or mine-
0 head of the well or mine located On ..veveeeiiienenesennanas "




SENATE 12
April 8, 1986

8-5608 Page b6

or any or all of these
(Describe Real EState@) .c.svevessecesssccesssssesse and this

financing statement is to be filed for record in the real estate

records. (If the debtor does not have an interest of record)

The name of a record owner I8 ..ecueebicccnncessccsnccccsnccens
{(4) (If products of collateral are claimed)

Products of the collateral are also covered.
{(use whichever is applicable).iceeesesrcenrasconsescsnscans
Signature of Debtor (Or ASSignoOr)...ecceeescecessseccosnnas

10 Signature of Secured Party (or ASSignee)....ccceeeeccennoass

11 Sec. 5. This bill is effective on December 24,

12 1986 and shall apply to all security interests granted

13 on or after December 24, 1986."

14 2. Title page, line 1, by inserting after the

15 word "products" the following: ", prohibiting certain

16 acts, providing for penpalties,”.

$-5608 Filed April 7, 1986 REC'D FROM THE HOUSE
/W,EC c?,noc::c:;&a‘? (5‘63\‘7) 4 Cotcarac R
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Amend Senate File 2050 as amended, passed, and
reprinted by the Senate as follows:

1, By striking everything after the enacting
clause and inserting the following:

"Section 1. Section 554.9307, subsection 1, Code
Supplement 1985, is amended to read as follows:

1. Except as provided in subsection 4, a buyer in
ordinary course of business as defined in section
554.1201, subsection 8, takes free of a security
interest created by that person's seller even though
the security interest is perfected and even though the
buyer knows of its existence. For purposes of this
section, a buyer or buyer in ordinary course of
business includes any commission merchant, selling
agent, or other person engaged in the business of
receiving livestock as defined in section 18%A.2 on
commission for or on behalf of another.

Sec. 2. Section 554.%307, subsection 4, Code
Supplement 1985, is amended by striking the subsection
and inserting in lieu thereof the following:

4. a. A buyer in ordinary course of business
buying farm products from a person engaged in farming
operations takes free of a security interest created
by that person’s seller even though the security
interest is perfected, unless within one year before
the sale of the farm products the buyer receives prior
written notice of the security interest which complies
with this subsection.

b. A written notice complies with this subsection
if the notice 1is given to the buyer by the secured
party or the seller of the farm products and complies
with both of the following:

(1) Is an original or reproduced copy of the
financing statement.

(2) Contains all of the following:

(a) The name and address of the secured party.

(b) The name and address of the person indebted to
the secured party.

{c} The social security number of the debtor or,
in the case of a debtor deoing business other than as
an 1ndividual, the internal revenue service taxpayer
identification number of the debtor.

{d}) A description of the farm products subject to
the security interest created by the debtor, including
the amount of the products where applicable.

(e} An identification of the crop year in which
the farm products were produced.

(£) An identification of the county in which the
farm products were produced.

(g) A reascnable description of the property on

OO~ B W= T
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which the farm products were produced.

c. In addition to the requirements of paragraph
“b", the notice shall contain a statement of any
payment obligations imposed on the buyer by the
secured party as conditions for waiver or release of
the security interest.

d. A written notice shall be amended by the
secured party within three months of any material
change and transmitted to the potential buyer by
either the secured party or the seller of the farm
products. The notice lapses on the earlier of either
one year from the date the notice was received by the
buyer or the buyer receives a notice signed by the
secured party that the security interest has lapsed.

Sec. 3. Section 554.9307, subsection 1, Code Sup-
plement 1985, is amended by adding the following new
subsections:

NEW SUBSECTION. S. A secured party may request a
debtor to provide the secured party with a list of
potential buyers to whom the debtor anticipates
selling the farm products to be subject to a security
interest. The secured party may also request the
buyer to issue any check for payment or partial
payment of a product subject to a security interest
jointly in the name of both the seller and the secured
party. However, before the secured party may exercise
either right provided in this section, the secured
party shall have included in the documents creating
the security interest a written provision stating that
the secured party intends to notify any person listed
as a potential buyer of the existence of the security
interest and to request a joint check. The provision
making such disclosure shall be separately signed and
dated by the person granting the security interest for
the provision to be effective. A debtor who signs
such a separate provision shall provide the secured
party with a list of potential buyers of the farm
product subject to the security interest created at
the time the debt is incurred.

NEW SUBSECTION. 6. A buyer of farm products takes
subject to a security interest created by the seller
if the buyer has received the notice provided for in
subsection 4 and fails to perform the payment
obligations specified in the notice.

NEW SUBSECTION. 7. a. If the documents creating
a security interest contain the provisions permitted
pursuant to subsection 5 and meet the requirements of
subsection 5, the debtor is engaged in farming
operations, and the debtor sells the farm products
subject to a security interest created by the debtor
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to a buyer not included on the list as a potential
buyer, then the debtor is subject to a civil penalty
of the greater of either five thousand dollars or
fifteen percent of the value or benefits received by
the debtor for the farm product described in the
security agreement. The penalty shall be deposited in
the state general fund. However, if the secured party
can demonstrate in state district court upon
application by the secured party that the secured
party has sustained a monetary loss as a result of the
debtor selling to a person other than a person on the
list of potential buyers and is unable to collect
under the security agreement, then to the extent that
the secured party can prove by competent evidence the
amount of the monetary loss and the inability to
collect under the security agreement, the court shall
award the secured party so much of the civil penalty
as necessary to cover the secured party's loss. The
penalty provided in this subsection shall not be
imposed on the debtor if the debtor has complied with
any of the following:

(1) Notified the secured party in writing of the
identity of the buyer at least seven days prior to the
sale.

(2) Accounted to the secured party for the
proceeds of the sale not later than ten days after the
sale.

(3) Acted in conformity with a written agreement
between the secured party and the debtor regarding
prior notification of a sale or payment of the
proceeds.

b. In addition to the civil penalty provided in
this section, a debtor who sells a farm product
subject to a security interest created by the debtor
to a buyer not included on the list as a potential
buyer may also be guilty of committing theft pursuant
to section 714.1, subsection 5.

c. The civil penalty provided in paragraph "a" is
in lieu of and not in addition to any penalty imposed
under federal law. If a debtor is required to pay a
fine or penalty under federal law and the debtor has
previously also been required to pay a civil penalty
pursuant to paragraph "a", then the debtor is entitled
to a reimbursement of any moneys required to be paid
due to a violation of paragraph "a".

NEW SUBSECTION. 8. A secured party is subject to
the following civil penalties that shall be paid to
the state general fund:

a. One hundred dollars if the secured party fails
to send a written notice to any person the secured
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party notified as a potential buyer that the security
interest has been terminated within fifteen days after
all obligations for which the security interest was
granted have been fulfilled, unless the debtor signs a
written statement after the obligations secured by the
security interest have been fulfilled waiving the
requirement of the secured party to provide notice to
potential buyers that the obligation has been
fulfilled.

b. Two hundred dollars for each person the secured
party has sent a written notice pursuant to this
section who was not either of the following:

(1) Listed as a potential buyer pursuant to the
provision permitted in subsection 5.

(2) A person who was identified by the debtor
pursuant to subsection 7, paragraph "a", subparagraph
(1).

NEW SUBSECTION. 9. a. A potential buyer who
receives a written notice pursuant to subsection 4
shall not do either of the following:

(1) Publicly display the written notice or any
writing or document containing information obtained
from or based upon the written notice.

(2) Disseminate the written notice or any writing
or document containing information obtained from or
based upon the written notice to any person other than
those agents or employees of the potential buyer who.
reasonably require the information to comply with this
section.

b. A potential buyer who violates paragraph "a" is
liable for a civil penalty in an amount of one
thousand dollars. The penalty shall be paid to the
state general fund.

NEW SUBSECTION. 10. a. In addition to any civil

5 penalty imposed pursuant to subsections 8 and 9, a

person who violates subsection 8 or 9 is liable to the
debtor for any loss caused by the person resulting
from the violation that the debtor can prove in court.
The person may also recover from the person violating
subsection 8 or 9 a penalty in an amount determined by
the court not less than one hundred dollars nor more
than one thousand dollars.

b. In an action in which it is found that a person
has violated subsections 7, 8, or 9, the court shall
award to the secured party under subsection 7 or the
debtor under subsections 8 and 9 the court costs and
to that party's attorneys their reasonable fees.
Reasonable attorney's fees shall be determined by the
value of the time reasonably expended by the attorney
and not by the amount of recovery on behalf of the
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secured party or debtor.
NEW SUBSECTION. 11. For purposes of this
subsection, a written notice shall be considered to be
received by the person to whom it was sent if the
notice 1s mailed by registered mail with the proper
postage and properly addressed to the person to whom
it was sent. The refusal of a person to whom a notice
is sent to accept delivery of the notice shall be
considered receipt.
Sec. 4. Section 554.9402, subsection 3, Code
Supplement 1985, is amended to read as follows:
3. A form substantially as follows is sufficient
to comply with subsection 1l:
Name of debtor (Or @SSigNOL}.ie.ceirrcestocaonsaassansensanss
BAALESS . it i seeesrssssosnsosnssssscnsssestonssosoannsncnases
Name of secured party {(Or ASSIQNEe)...vseersosossarecssas .
AdATr eSS . iseeveessssnsstosscssossenosscsssossosssnsssssnsensons .
Social security number of debtor if debtor is an
individual or the internal revenue service taxpaver
identification number of the debtor 1f the debtor is
not an individual......cevvenen
(1) This financing statement covers the following
types (or items) of property:
(Describe: If collateral is farm preducts,
describe the farm products including the amount of the
products where applicable and the crop year in which
the products were produced and the county in which the
products were produced).ececcevons.
{2) (If collateral is crops) The above described
Crops are growing or are to be grown on:
(Describe Real Estate) ... iiireiienescesnnscensans cesarasans
(3) (If applicable) The above goods are to become
fixtures on
Where appropriate either add or substitute "The above timber
is standing on ... 0. teeseses" ©or "The above minerals or
the like (including 011 and gas) are located on ............
or "The above accounts will be financed at the wellhead or mlne—
head of the well or mine located ON ...uiveeernrcenscesnassens "
or any or all of these
(Describe Real Estate) ..veeeecvrncccsvonnansonnns and this
financing statement is to be filed for record in the real estate
records. (If the debtor does not have an interest of record)
The name of a record OWner 1S ....vceiverecensensanrsscrsscscsss
{4) (If products of collateral are claimed)
Products of the collateral are also covered.

(use whichever is applicable)...iivsrecnnneceevrcsennrnsans
Signature of Debtor (Or ASSIgNOr)....ivirvaeennreseensnas ..
Signature of Secured Party (Or Assignee)......eoeee.. e

Sec. 5. This bill is effective on December 24,
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1 1986 and shall apply to all security interests granted
2 on or after December 24, 1986."

3 2. Title page, line 1, by inserting after the

4 word “products" the following: ", prohibiting certain
5 acts, providing for penalties,".
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Section 1. Section 554.9307, subsection 1, Code Supplement
1985, is amended by striking the subsection and inserting in
lieu thereof the following:

1. A buyer in ordinary course of business as defined in
section 554.1201, subsecition 9, takes free of a security in-
terest created by that perscn's seller even though the
security interest is perfected and even though the buyer knows
of its existence.

Sec. 2. Section 554.9307, subsection 4, Code Supplement
1985, is amended by striking the subsection.

EXPLANATION

This bill provides that a buyer in ordinary course of busi-
ness takes free of a security interest created by the person's
seller. It removes an exception in the uniform commercial
code that currently provides that a person who buys farm
products from a person engaged in farming operations might
under some circumstances take the farm products subject to the
security interest.

LSB 73308 71
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AN ACT
RELATING TO THE SECURITY INTEREST IN FARM PRODUCTS, PROHIBIT-
ING CERTAIN ACTS, PROVIDING FOR PENALTIES, AND PROVIDING AN
EFFECTIVE DATE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Section 554.9307, subsection 1, Code Supplement
1985, is amended to read as follows:

1. Except as provided in subsection-4 the federal Food
Security Act of 1985, Public Law 99-198, section 1324, a buyer
in ordinary course of business as defined in section 554.1201,

subsection 9, takes free of a security interest created by
that person's seller even though the security interest is
perfected and even though the buyer knows of its existence.

For purposes of this section, a buyer or buyer in ordinary
course of business includes any commission merchant, selling
agent, or other person engaged in the business of receiving
livestock as defined in section 189A.2 on commission for or on
behalf of another.

Sec. 2. Section 554.9307, subsection 4, Code Supplement
1985, is amended by striking the subsection and inserting in
lieu thereof the following:

4. A secured party may request the buyer to issue any
check for payment or partial payment of a good subject to a
security interest jointly in the name of both the seller and
the secured party only if the secured party has included in
the documents creating the security interest a written

Senate File 2050, p. 2

provision that a joint check would be requested or required
and if the provision has been specifically signed and dated by
the person granting the security interest.

Sec. 3. Section 554.9307, Code Supplement 1985, is amended
by adding the following new subsections:

NEW SUBSECTION. 5. a. If the documents creating a
security interest contain the provisions permitted pursuant to
subsection 4 and meet the requirements of subsection 4, the
debtor is engaged in farming operations, and the debtor sells
the farm products subject to a security interest created by
the debtor to a buyer not included on the list as a potential
buyer, then the debtor is subject to a civil penalty of the
greater of either five thousand dollars or fifteen percent of
the value or benefits received by the debtor for the farm
product described in the security agreement. The penalty
shall be deposited in the state general fund. However, if the
secured party can demonstrate in state district court upon
application by the secured party that the secured party has
sustained a monetary loss as a result of the debtor selling to
a person other than a person on the list of potential buyers
and does not reasonably expect to be able to collect under the
security agreement, then to the extent that the secured party
can prove by competent evidence the amount of the monetary
loss and the inability to collect under the security
agreement, the court shall award the secured party so much of
the civil penalty as necessary to cover the secured party's
loss. However, if the secured party does ultimately recover
under the security agreement, then the secured party shall
remit to the state general fund the moneys collected under
this subsection to the extent of the recovery. The penalty
providedvin this subsection shall not be imposed on the debtor
if the debtor has complied with any of the following:

(1) Notified the secured party in writing of the identity

of the buyer at least seven days prior to the sale.

050¢C '4'S
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(2) Accounted to the secured party for the proceeds of the
sale not later than ten days after the sale.

(3) Acted in conformity with a written agreement between
the secured party and the debtor regarding prior notification
oZ a sale or payment of the prcceeds.

b. In addition to the civil penalty provided in this
section, a debtor who sells a farm product subject to a
security interest created by the debtor to a buyer not
included on the list as a potential buyer may also be gquilty
of committing theft pursuant to section 714.1, subsection 5.

c. The civil penalty provided in paragraph "a" is in lieu
of and not in addition to any penalty imposed under Public Law
99-i98, section 1324. If a debtor is required to pay a fine
cr penalty under Public Law 99-198, section 1324 and the
ézbtor has previously also been required to pay a civil
penalty pursuant to paragraph "a", then the debtor is entitled
to a reimbursement of any moneys required to be paid due to a
violation of paragraph "a".

NEW SUBSECTION. 6. A secured party is subject to the
following civil penalties that shall be paid to the state
general fund:

a. Two hundred dollars if the secured party fails to send
a written notice to any person the secured party notified
pirsuant to Public Law 99-198, section 1324 as a potential
buyar that the security interest has been terminated within
fifteen days after all obligations for which the security
interest was granted have been fulfilled, unless the debtor
signs a written statement after the obligations secured by the
sacurity interest have been fulfilled waiving the requirement
cZ the secured party to provide notice to potential buyers
tha: the obligation has been fulfilled.

b. Two hundred dollars for each person the secured party
ras sent a written notice pursuant to Public Law 99-198,

saction 1324 who was not either of the following:

(1) Listed by the debtor as a potantial buyer.

Senate File 2050, p. 4

{2) A person who was identified by the debtor pursuant to
subsection 5, paragraph "a", subparagraph (1).

The penalty imposed pursuant to this paragraph "b" shall
not apply if the debtor does in fact sell all or part of the
farm product subject to the security interest to the person to
whom the notice was sent.

NEW SUBSECTION. 7. a. A potential buyer who receives a
written notice pursuant to Public Law 99-198, section 1324,
shall not publicly display or disseminate the written notice
or information based upon the written notice.

b. A potential buyer who violates paragraph "a" is liable
for a civil penalty in an amount of two hundred dollars. The
penalty shall be paid to the state general fund.

NEW SUBSECTION. 8. a. In addition to any civil penalty
imposed pursuant to subsections 6 and 7, a person who violates
subsection 6 or 7 is liable to the debtor for any loss caused
by the person resulting from the violation that the debtor can
prove in court. The person may also recover from the person
violating subsection 6 or 7 a penalty in an amount determined
by the court not less than one hundred dollars nor more than
one thousand dollars.

b. In an action in which it is found that a person has
violated subsection 5, 6, or 7, the court shall award to the
secured party under subsection 5 or the debtor under
subsections 6 and 7 the court costs and to that party's
attorneys their reasonable fees. Reasonable attorney's fees
shall be determined by the value of the time reasonably
expended by the attorney and not by the amount of recovery on
behalf of the secured party or debtor.

NEW SUBSECTION. 9. For purposes of Public Law 99-198,
section 1324, and this section, a written notice shall be
considered to be received by the person to whom it was sent if
the notice is mailed by registered mail with the proper
postage and preperly addressed to the person to whom i: was
sent. The refusal of a person to whom a nctice is sent to
accept deliverv of the notice shall be considerec¢ receipt.
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. Sec. 4. This bill is effective on December 24, 1986 and
shall apply to all security interests granted on or after
December 24, 1986. '

ROBERT T. ANDERSON
President of the Senate

DONALD D. AVENSON
Speaker of the House

I hereby certify that this bill originated in the Senate and

- is known as Senate File 2050, Seventy-first General Assembly.

K. MARIE THAYER
Secretary of the Senate

Approved 4@21{[ 22 , 1986

TERRY E. BRANSTAD

Governor



