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A BILL FOR 

1 An Act relating to the protection of buyers of farm products 

2 against the enforcement oE liens by secured parties and 

3 providing dates for the effectiveness and applicability of the 

1\ Act. 

5 BE IT ENACTED 
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S.F. 13 H.F. 

1 Section 1. Section 554.9307, subsection 1, Code 1987, is 

2 amended to read as follows: 

3 1. E~eep~-6s-p~eviaea-±n-ehe-Eeae~a±-Peoa-Seetl~tey-Aet-ef 

4 ~985T-Ptlb.-b.-No.-99-198T-§-±3?4T-8 ~ buyer in ordinary course 

5 of business as defined in section 554.1201, subsection 9, 

6 takes free of a security interest created by that person's 

7 seller even though the security interest is perfected and even 

8 though the buyer knows of its existence, unless the buyer 

9 fails to comply with the requirements of subsection 6 or 7. 

10 For purposes of this section, a buyer or buyer in ordinary 

11 course of business Includes any commission merchant, selling 

12 agent, or other person engaged in the business of receiving 

13 livestock as defined in section 189A.2 on commission for or on 

14 behalf of another. 

15 Sec. 2. Section 554.9307, subsection 5, Code 1987, is 

16 amended by striking the subsection and inserting in lieu 

17 thereof the following: 

18 The secretary of state, as required by the federal Food 

19 Security Act of 1985, Pub. Law No. 99-198, § 1324, shall 

20 establiSh and supervise a central filing system for filing 

21 effective financing statements or notices of effective 

22 financillg statements by secured parties, if the collateral is 

23 farm products. The central filing system shall operace in 

24 compliance with the following requirements: 

25 a. The secretary of the United States department of 

26 agriculture must certify the system before it is put into 

27 operation. 

28 b. The date and hour that each fInancing statement or 

29 notice of a financing statement is filed shall be recorded. 

30 c. All statements or notices of statements shall be 

31 compiled into a master list which: 

32 (1) Is organized according to farm product categories; 

33 (2) Is arranged within each product category in the 

34 following manner: 

35 (a) In alphabetical order accordlng to the last names of 
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1 the individual debtors, or, in the case of debtors doing 

2 business other than as individuals, the first words in the 

3 name of the debtors; and 

4 (b) In numerical orde~ according to the social security 

5 numbers of the individual debtors or, in the case of debtors 

6 doing business other than as individuals, the Internal Revenue 

7 Service taxpayer identification numbers of the debtors; and 

Geographically by county; and 8 (c) 

9 (d) By crop year. 

10 (3) Contains all the information required to be included 

11 in an effective financing statement. For purposes of this 

12 section, an effective financing statement means a statement 

13 that: 

14 (a) Is an original or reproduced copy of a financing 

15 statement; 

16 (b) Is signed and filed with the secretary of state of a 

17 state by the secured party; 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

(C) Is signed by the debtor; 

(d) Contains: 

(i) The name and address of the secured party; 

(ii) The name and address of the person indebted to the 

secured party; 

(iii) The social security 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 oE 
the debtor; 

(iv) A description of the farm products subject to the 

28 security interest created by the debtor, including the amount 

29 of the products where applicable; and a reasonable description 

30 of the property, including the county in which the proper:y is 

31 located; 

32 (e) Must be amended in writing, within three months, 

33 similarly signed and filed, to reflect material changes; 

34 (f) Remains effective for a period of five years from the 

35 date of filing, subject to extensions for additional periods 
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1 of five years each by refiling or Eiling a continuation 

2 statement within SiX months before the expiration of the 

3 initial five-year period; 

4 (g) Lapses on either the expiration of the ef:ective 

5 period of the statement or the fi:ing of a ~otice signed by 

6 the secured party that the statement has lapsed, whichever 

7 occurs first; 

8 (h) Is accompanied by the requisite filing fee set by the 

9 secretary of state; and 

10 (i) Substantially complies with the requirements of t!lis 

11 subparagraph even though it contains minor errors that are not 

12 seriously misleading. 

13 d. The secretary of state shall maintain a list of all 

:4 buyers of farm products who register with the secretary of 

is state, on a form that indicates all of the following: 

1t) ( 1 ) The name and address of each buyer. 

:7 ( 2 ) The interest of each b~yer receiving the lis~.s. 

18 ( 3 ) The farm prDducts in which eden buyer has an inrerest. 

19 e. The secured par ty and the debtor shall each pay one-

20 halE of the costs of filing a financing statement or !lo~ice ~f 

2c a financing statement. Rowever, if on t:Je date that the 

22 secured party cont~acted to fi~ance property subject to a 

23 security interest by the lender, the rate of inte~est for the 

24 loan is at least tl:ree percent greater than the prixe rate "f 

25 interest charged by bank~ng and savings and ioan Instit~tiorls 

26 in the city of Des Moines, Iowa, the secured party shall pay 

2J the entire cost of filinq. 

28 f. The secretary of state shall distribute to each buyer 

29 whose name appears on the buyers list, at least once each 

30 three months, a copy in written or printed form, of those 

31 portions of the master list that cover the farm products i:1 

32 which that buyer has registered an interest. The secretary of 

33 state may terminate distribution of any portion of the master 

34 list to a buyer, upon notice by the buyer requesting 

35 termination, or after one year fallowing the first distribu-
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1 tion of the buyers list to the buyer. 

2 g. The secretary of state shall furnish on request to any 

3 person who is not registered with the secretary of state on 

4 the buyers list, oral confir~atio~ of any effective financing 

5 statement, within twenty-four hours fOllowed by written 

6 confirmation to any buyer of farm products buying from a 

7 debtor, or commission merchant or selling agent selling for a 

I 8 seller covered by that statement. 

9 Sec. 3. Section 554.9307, subsection 6, Code 1987, is 

by striking the subsection and inserting in lieu 

the following: 

10 amended 

11 thereof 

12 6. In the case of a farm product produced in the state a 

13 buyer of farm products takes subject to a security illteres: 

14 

15 

16 

17 

18 

19 

created by 

a. The 

state prior 

party filed 

covers the 

the seller, if: 

buyer failed to register wit~ the secretary of 

to the purchase of farm products; and the secured 

an effective ~inancing statement or notice that 

farm products being sold: or 

b. The buyer recelves from the secretary of state written 

20 notice that specifies both the seller and the ~arm product 

21 being sold by the seller as being subject to an effective 

22 financing statement or notice, and the buyer does not secure a 

23 waiver or release of the security interest specified in the 

24 effective financing statement or notice from the secured pa r ty 

25 by performing any payment obligation or otherwise. 

26 Sec. 4. Section 554.9307, subsection 7, Code 1987, is 

27 amended by striking the subsection . 

28 Sec. 5. Section 554.9307, subsection 8, Code 1987, is 

29 amended by striking the subsecti.on. 

. 30 Sec . 6. Section 554.9307, subsection 9, Code 1987, is 

31 amended by striking the subsection. 

32 Sec. 7. This Act, being deemed of immediate importance, 

33 takes effect ten days after the Act has been approved by the 

34 governor or ten days after the Act has been passed over the 

35 governor's objection. The amendments contained in this Act to 
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1 subsections 1 and 5 through 9 of section 554.9307 are 

2 applicable to all security interests granted on or after 

3 December 23, 1986. 

4 EXPLA~ATION 

5 This bill relates to the protection of a secured party 

6 against future buyers of a farm product covered by the 

7 security agreement. The sections of the bill provide as fol-

8 lows: 

9 Section 1 provides that unless a buyer has followed the 

10 requirements established in the section, the security interest 

lIon the farm products will continue to exist. 

12 Section 2 provides for the establishment of a central 

13 filing system, pursuant to federal law, which records informa-

14 tion regarding secured parties, buyers, and Ea~m products sub-

15 ject to security interests. The section provides that notice 

16 of relevant security interests o~ farm products shall be fur-

17 nished to buyers or other persons inquiring about the 

18 property. 

19 Section 3 provides that a buyer of farm products takes 

20 subject to any security interest if the secured party perfects 

21 by filing an effective financing statement with the secretary 

22 of state or the buyer receives notice from the secretary that 

23 the Earm products are subject to a sec~rity interest. 

24 Sections 4, 5, and 6 provide that section 554.9307, 

25 subsections 7, 8, and 9 have been stricken. 

26 Section 7 provides for the effective date of the Act. It 

27 also provides that all security interests created on or after 

28 December 23, 1986 shall be covered by the Act. 

29 

30 

31 

32 

33 

34 

35 
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March 25, 1987 

S£N.l"TE FI LE 13 

S-3247 
1 ~~end the amendment. S-3231. to Senate File 13. as 

follows: 2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 

1. Page 1, by striking lines 2 through 33 and 
inserting the following: 

" By striking everything after the enacting 
clause-and inserting the following: 

"Section 1. Section 554.9307, subsection 1. Code 
1987. is amended by striking the subsection and 
inserting in lieu thereof the following: 

Except as provided in subsection 4. a buyer in the 
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 oE its existence. For purposes of this 
section. a buyer or buyer ~n the ordinary course of 

17 business includes any commi.ssion merchant. selling 
18 agent. or other person engaged in the business of 
19 receiving livestock as defined in section 189A.2 on 
20 commlssion for or on behalf of another. 
21 Sec. 2. Section 554.9307. subsection 4. Code 2987. 
22 is amended by striking the subsection and inserting in 
23 lieu thereof the following: 
24 4. a. A buyer in ordinary course of bus~ness 
25 buyin°g farm products from a person engaged in farming 
26 operations takes subject to a security interest 
27 created by that person's seller even though the 
28 security interest is perfected, if within one year 
29 before the sale of the farm products the buye~ 
30 receives prior written notice of the security interest 

which complies with this subsection and the buyer 
fails to perform the payment obligations specified ~n 
the notice. 

Jl 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

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

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

(2) Contains all of the following: 
(a) The name and address of the secured party. 
(b) ~he name and address of the perso~ indebted to 

43 the secured party. 
42 

44 (C) The social securitv number of the deotor or, 
45 in the case of a debtor doing business other than as 
46 a~ i~dividual, the internal revenue service taxpayer 
47 identification number of the debtor. 
48 (d) A descriptio~ of the farm products subject to 
49 the security interest created by the debtor. i~c:udlng 
50 the amount of the products where applicable. 
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1 (e) An identification of the crop year in which 
2 the farm products were prod~ced. 
3 (E) An identification of the county in which the 
4 farm products were produced. 
5 (g) A reasonable description of the property on 
6 which the farm products were produced. 
7 (h) A statement of any payme~t obligations irr.posed 
8 on the buyer by the sec~red party as a condillon for 
9 waiver or release of the security interest. 

10 c. The secured party may req~ire, in documents 
11 creating the security interest, that a debtor engaged 
12 in farming operations, who creates a security loterest 
13 in a farm product, furnish to the secured party a list 
14 of potential buyers to or through whom the debtor may 
15 sell the farm product. Before a potential buyer who 
16 is not on the list may receive from the secured party 
17 written notice of a security interest in a :arm 
18 product, the secured party shall notify the debtor of 
19 the name and address of the potential buyer. 
20 d. A written notice sha:: be amended by the 
21 secured party within three mont~s of any material 
22 change and transmitted to the po~e~tial buyer by 
23 either the secured party or the sel:er of t~e farm 
24 products. The notice lapses on :he earlier of either 
25 one year from the date the notlce was ~eceived by the 
26 buyer or the date the buyer receives a notice signed 
27 by the secured party that the security interest has 
28 lapsed. 
29 Sec. 3. Section 554.9307 is a~ended by st:iking 
30 subsection 5 and inserting in lie~ thereof the 
31 
32 
33 
34 

following: 
5. !f the ~otice to a potential buye: by a secured 

party satisfies the require~ents of subsection 4, 
paragraph "b", the debtor engaged in farming 

35 operations when creating the security interest, and 
36 the debtor sells the farn, products subject to the 
37 security interest :0 a buyer not included on the list 
38 as a potential buyer as required in subsection 4, 
39 paragraph "c", or to any other buyer, if the came acd 
40 address of the buyer was not rece.ved by the deotor 
41 pursuant to subsection 4, paragraph lie", then the 
42 debtor is subject to a civi! penalty of the greater of 
43 either five thousand do:lars or ~ifteen pe~cent of the 
44 value or benefits received bv the debtor for :he farm 
45 products described in the security agreement. 
46 However, the pena:ty provided in this subsection 
47 ~hall not be irr.posed on the debtor if the deb~or ~as 
48 complied with any of the fol~owing: 

d. Notified the secured party in ~r~t:ng of ~he 
50 identity of the buyer at least seven days prio: to the 

• 



March 25, 1987 

:&S-3247 pg. 3 

• 1 sale. 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

&25 
W26 

27 
28 

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

Sec. 4. Section 554.9307, Code 1987, is amended by 
striking subsection 6 and inserting in lieu thereof 
the following: 

6. for purposes of this section, written notice 
shall be considered to be received by the person to 
whom it was delivered if the notice is delivered in 
hand to the person with a wcitten receipt returned, or 
mailed by certified or 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. 5.· Sectio·n 554.9307, Code 1987, is amended by 
striking subsections 7 through 9. 

Sec. 6. This Act, being deemed of immediate 
importance, takes effect ten days after the Act has 
been approved by the governor or ten days after the 
Act has been passed over the governor's objection. 
The provisions conta.ned in this Act shall apply 
retroactively to all security interests granted on or 
aEter December 23, 1986. If a security interest was 
granted before Dece~ber 23, 1986, the provisions 
contained in this Act Shall apply retroactively on and 
after September L 1987, to ~hose securlty 111-
ter-ests. ,. II 

S-3247 
Filed March 24, 1987 
'fIb '::/;',/2"1 (d 76<f) 

5-3176 

BY EMIL J. HUSAK 
LEONARD L. BOSWELL 
JOHN A. PETERSON 
BERL E. PRIEBE 
JOHN E. SOORHOLTZ 

SENATE FILE 13 

1 Amend Senate file 13 as follows: 
2 1. Page 1, lines 8 and 9, by striking the· words 
3 and figures: ", unless the buyer fails to comply with 
4 the requirements ot subsection 6 or 7". 
5 2. By striklng page 1, line 15 through page 5, 
6 line 3. 

S-3176 
Filed March 17, 1987 BY JOHN E. PETERSON 
1-/,J)-' ;:;,45 (d- <td -I ) 
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~"e~d Senate file 13 as follOws: 
Page 1, by striking everyt~~~~ after the 

enacting c~ause and inser:ing tne ~8~~owing: 
"Sectio~ 1. Section 554.9307. s~bsection 1. Code 

1987. is a~er.ded ~y striki~g the subsection and 
inserting in lieu ~hereof the following: 

1. A buyer in the ordinary course of business as 
defined in section 554.1201. subsection 9. takes f~ee 
of a secu~ity interest created by that person's seller 
even though the security interest is perfected and 
even tho~gh the buyer k~O~5 0: its existence. 
However. a ~uyer who in the ordinary course of 
business buys a :arm product E~om a seller engaged in 
fa:ming operations shall take subject to a security 
interest created by the se1:e: if the buyer is 
~otifled of the interest as required under a 
centraLized filine svstem established bv the secretary 
of state p~rsuant-to'the federal Food s~curity Act of 
1985. ?ub. L. No. 99-198 § 1324. For purposes of this 
sec~~on, a buyer or buyer ~n t~e ordl~ary course or 
bus:ness :ncludes any co:nrnission :nerchant. seLL.ng 
agent. O~ other person engaged in the business oE 
~eceiving ~ivestock as det:ned i~ section 189A.2 on 
co~~ssion for or on behaif ~: a~othe~. 

Sec. 2. 5ectior. 554.930:, Cede 1987. is amended by 
st~~kl~g 5ubsect~ons ~ t~~~~g~ ? 

Sec. 3. ThiS Act. being dee:ned oE ::nrr.ediate 
:~portance. takes effect te~ days afte~ the Act has 
bee~ a?p~oved by the gover~cr or ten dajs after :he 
Act ~as been passed over the govern~:'s =bjectio~. 
~he p~ovisions co~tained i~ this Act shall apply 
ret[oac~ive!v to all securit~ ~~~e:~st~ c:a~ted C~ cr 
aEter ;)ece::1~~r 23. 1986.'" -

S-3231 BY BERL E. PRIESE 
,7~>/n0. ";1<';) 

Fl1ed ~a~ch 23. 1987 
ad..Fd . .4~" 4.,,,,<,..2.;; ~ 3..:<.: 7' V 

SENATE FILE 13 

5-3002 
1 Amend Senate file 13 as follows! 
2 1. Page 1. lines 8 and 9. by striking the words 
3 "unless the buyer fails to comoly with the 
4 requirements of subsection 6 or 7" and inserting the 
5 words "except as prov1ded 1n subsection 6", 
6 2~ page 1. Ilne 20. by inserting after the word 
7 "establish" the words ". within sixty days following 
8 the effective date of this Act.". 
9 3. Page 3. line 17. by inserting aEte~ the word 

10 "buye:" the word ·'in". 

S-~002 Filed Januaryl3. ~987 
4/J:f .3hs ((,%",) ..• 

BY !3ERL E. PRIEBE 

~ .. 
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March 26, 1987 

SENATE FILE 13 

S-3264 
1 Amend the amendment, S-3231, to Senate File 13, as 
2 follows: 
3 1. Page 1, by striking lines 2 through 33 and 
4 inserting the following: 
5 " By striking everything after the enacting 
6 clause and inserting the following: 
7 "Section 1. Section 554.9307, subsection 1, Code 
8 1987, is amended by striking the subsection and 
9 inserting'in lieu thereof the following: 

10 Except as provided ~n subsection 4, a buyer in the 
11 ordinary course of business as defined in section 
12 554.1201" subsection 9, takes free of a security 
13 interest created by that person's seller even though 
14 the security interest is perfected and even though the 
15 buyer knows of its existence. For purposes of this 
16 section, a buyer or buyer in the ordinary course of 
17 business includes any commission merchant, selling 
18 agent, or other person engaged in the business of 
19 receiving livestock as defined in section 189A.2 on 
20 commission for or on behalf of another. 
21 Sec. 2. Section 554.9307, subsection 4, Code 1987, 
22 is amended by striking the subsection and inserting in 
23 lieu thereof the following: 
24 4. a. A buyer in the ordinary course of business 
25 buying farm products from a debtor engaged in farming 
26 operations takes subject to a security interest 
27 created by the debtor, if within one year before the 
28 sale of the farm products the buyer receives prior 
29 written notice of the security interest whicn complies 
30 with this subsection and the buyer fails to perform 
31 the payment obligations specified in the notice. 
32 b. A written notice complies with this subsection 
33 if the written notice is delivered to the buyer by the 
34 secured party or the debtor who sells the farm 
35 products and it complies with the following: 
36 (1) Is an original or reproduced copy of the 
37 written notice; and 
38 (2) Is signed by either the secured party or the 
39 debtor, who transmits the notice to the potential 
40 buyer. 
41 (3) Contains all of the following: 
42 (a) The name and address of the secured party. 
43 (b) The name and address of the person indebted to 
44 the secured party. 
45 (c) The social security number of the debtor or, 
46 in the case of a debtor doing business other than as 
47 an individual, the internal revenue service taxpayer 
48 identification number of the debtor. 
49 (d) A description of the farm products subject to 
50 the security interest created by the debtor, including 
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1 the amount of the products whe~e applicable. 
2 (e) An identification of the crop year in which 
3 the farm products were produced. 
4 (f) An identification o~ the county in which ~~2 
5 far~ products were produced. 
6 (g) A reasonable descr~pt:o .. of the prope~ty on 
7 wh~ch the farm prcducts were produced. 
:8 {h) A statemer.t of any pay('i;et~c obligati0{iS irr;p()s.=:J 
9 on the buyet by the secur2d patty as a co~di::~~-~ ~o: 

10 waiver or release of the sec~'ity interest. 
:1 c~ The secured pat~y ~ay reqilite, in doc:~e~ts 
12 creating the security interest: that a deb~Qr 2;lgaged 
13 _'.n. <a"'':''': .~,.., 'per~~-';ons wh ...... '''''!'''~-~es a serl1r; ;-~l : ,' ... c:: .... .c~ _ ~ -Hl.l. •• '=i \,... ,;::;..... ; ............ _tQ...... ...,.~_ ... : .o..1 ......... L'-, .. 

:4 in a Ear~ product, furnish ~o the secured pa:-i a list 
15 of potential buye~5 ~o or throu;h ~hom the ~ebt~:: may 
l6 sell trie ~2r~ produc~. Before a pate~tial bUY2: who 
17 is not on ~he list may r~ceive ~rcrn the secuted pErc 
16 written no~ice of a secu:i:y interest in a ~~:~ 
19 producti the secured party shalJ. noti~y ~h2 ·]sbto[ of 
20 ::.h~ name o:-:d add.ress of t:'~ p~-;;:ei~tial o:1.ye:-. 
21 d. A written notice ~~la~l be ame~ded by tl12 
27. secured pa:ty wit:-:i!1 t:-,re2 r.10:o'"flS oE any 1.:z:t2r :<':1 
~3 c02ng2. ~he amended ~otice ~!;st be sign2d a~d 
24 t:a~s~~tted to the pote~ti21 t~ye( similarly to t~e 
25 original nccice, by (~ither ~he secured party or the 
26 dejtor seliing the fa:m products. The not!ce !a?ses 
27 on tt!e earlier of either one vea~ from the date t~E 
28 notice was received by the b~~Gr or th~ ciate th2 b~y~r 
29 receives a notice signed by the secured pac~~· that t~A 
30 security interest has lapsed. 
31 Sec. 3. Section 554.9307 is amended by strik~;lg 
32 subsection 5 and inserting in lie~ thereof the 
33 following: 
34 5. If the notice to a potential buyer by a sec~red 
35 party or debtor satisfies the requirements of 
36 subsection 4, paragraph "b", and the debtor sells the 
37 farm products subject to the security interest to a 
38 buyer not included on the list as a potential buyer 2c 
39 required in subsection 4, paragraph "c", or ~o any 
40 other buyer, if the name and address of the buyer was 
41 not received by the debtor pursuant to subsec~ion 4, 
42 paragraph ·c", then the debtor is subject co a civil 
43 penalty of the greater of either five tnousand do~la:s 
44 or fifteen percent of the valUe or benefits received 
45 by the debtor for the farm products described in the 
46 documents creating the security interest. 
47 However, the penalty provided in this subsec:ion 
48 shall be imposed on the debtor in lieu of but not in 
49 addition to the penalty described in the federal Food 
50 Security Act of 1985, Pub. L. No. 99-198, § 1324. A 

• 
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,. 1 pena~;y shall not be imposed on the debtor if the 
,., 2 debtor has complied wi~h any of the following: 

e 

3 a. Notified the secured party in writing of the 
4 identity of the buyer at least seven days prior to the 

sale. 5 
6 
7 
8 
9 

10 
J.l 
:2 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

b. Accounted to the secured party for the proceeds 
of the sale not later than ten cays after ~he sale. 

Sec. 4. section 554.9307, Code 1987, is amended by 
striking subsection 6 and inserting in lie~ thereof 
the fOllowing: 

6. For purposes of this section, written notice 
shall be considered to be received by the person to 
whom it was delivered if the notice is delivered in 
hand to the person with a written receipt returned, or 
mailed by certified or registered mail wlth the proper 
postage and properly addressed to the person to whom 
it was sent. The refusal of a person to whom a notice 
is mailed to accept delivery of the notice shall be 
considered receipt. 

Sec. 5. Section 554.9307, Code 1987, is amended by 
striking subsections 7 through 9. 

Sec. 6. This Act, being deemed of irrunedia:e 
importance, takes effect ten days after the Act has 
been approved by the governor or ten days after the 
Act has been passed over the governor's objection. 
The provisior.s contained i~ this Act shall apply 
retroactively to all security :nterests granted on or 
after December 23, 1986. IE a security inte~est was 
granted before December 23, 1986, the 9rovisions 
contained in this Act shall apply retroactively on and 
after September 1, 1987, to those security In­
teres~s.1I11 
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1 An Act relating to the protection of buyers of farm products 

2 against the enforcement of liens by secured parties and 

3 providing dates for the effectiveness and applicability of the 
4 Act, 

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

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 
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1 Section 1. Section 554.9307, subsection 1, Code 1987, is 

2 amended by striking the subsection and inserting in lieu 

3 th~reof the following: 

4 Except as provided in subsection 4, a buyer in the ordinary 

5 course of business as defined in section 554.1201, subsection 

6 9, takes free of a security interest created by that person's 

7 seller even though the security interest is pe~fected and even 

8 though the buyer knows of its existence. for purposes of this 

9 section, a buyer or buyer in the ordinary course of business 

10 includes any commission merchant, selling agent, or other 

11 person engaged in cl'e business of receiving li\Estock as 

12 defined in section 189A.2 on commission for or on behalf of 

13 another. 

14 Sec. 2. Section 554.9307, subsection 4, Code 1987, is 

15 amended by striking the subsection and inserting in lieu 

16 thereof the following: 

17 4. a. A buyer in the o~dinary course of business buying 

18 farm products from a debtor e~gaged in farming operations 

19 takes subject to a security interest created by the debtor, if 

20 within one year before the sale of the farm products the buyer 

21 receives prior writcen notice of tne security interest which 

22 complies with this subsection and the buyer fails to perform 

23 the ~ayment obligations specified in the notice. 

24 b. A written notice complies with this subsection if the 

25 written notice is delivered to the buyer by the secured party 

26 or the debtor who sells the farm products and i: complies with 

27 the following: 

28 (1) Is an original or reproduced copy of the written 

29 notice; and 

30 (2) Is signed by either the secured party or the debtor, 

31 who transmits the notice to the potential buyer. 

32 (3) Contains all of the following: 

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

34 (b) The name and address of the person indebted to the 
35 secured party. 
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1 (c) The social security number of the debtor or, in the 

2 case of a debtor doing business other than as an individual, 

3 the internal revenue service taxpayer identification number of 

4 the debtor. 

5 (d) A description of the farm products subject to the 

6 security interest created by the debtor, including the amount 

7 of the products where applicable. 

8 (e) An identification of the crop year in which the farm 

9 products were produced. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

(f) An identification of the county in which the farm 

products were produced. 

(g) A reasonable description of the property on which the 

farm products were produced. 

(h) A statement of any payment obligations :mposed on the 

buyer by the secured party as a condition for waiver or 

release of the security interest. 

c. The secured party may require, in documents creating 

the security interest, that a debtor engaged in farming 

operations, who creates a security interest in a farm product, 

furniSh to the secured party a list of potential buyers to or 

through whom the debtor may sell the farm product. Before a 

22 potential buyer who is not on the list may receive from the 

23 secured party written notice of a security interest in a farm 

24 product, the secured party shall notify the debtor of the ~ame 

25 and address of the potential buyer. 

26 d. A written notice shall be amended by the secured party 

28 

29 

30 

31 

32 

33 

34 

27 within three months of any material change. The amended 

notice must be signed and transmitted to the potential buyer 

similarly to the original notice, by either the secured party 

or the debtor selling the farm prod~cts. The notice lapses on 

the earlier of either one year from the date the notice was 

received by the buyer or the date the buyer receives a notice 

signed by the secured party that the security interest has 

lapsed. 

35 Sec. 3. Section 554.9307 is amended by striking subsect:on 

-2-
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1 5 and inserting ::1 lieu thereof the following: 

2 5 If the notice to a potential buyer by a secured party 

3 or debtor satisfies the requirements of subsection 4, 

4 parag[cph lib", and the debtor sells the farm products subject 

5 to the security int",rest to a buyer not included on the list 

6 as a pote~tial buyer as required in subsection 4, paragraph 

7 "e", or to any other buyer, if the :1ame and address of the 

8 buyer was not received by the debtor pursuant to subsection 4. 

9 paragraph "c", then the debtor is subject to a civi: penalty 

10 of the greater of either five thousand dollars or fifteen 

11 perc·:..:,nL 0: the valu2 or ~enefits received by the debtor for 

12 the iarm products described in the documents creating the 

13 security interest. 

14 However, the penalty provided 1n this subsection shall be 

15 impose~ 0' the debtlr in lieu of but not in addition to the 

16 penalty described in the federal Food Security Act of 1985. 

17 Pub. L. No. 99-198, § 1324. A penalty shall not be imposed on 

18 t~e dettor if the d~btor has complied with any of the 

19 following: 

20 a. Nocified the secured party in writing of the identity 

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

22 b. Accounted to che secured party for the proceeds of the 

23 sele not later than ten days after the sale. 

24 Sec. 4. Section 554.9307. Code 1987, is amended by 

25 striking sUDsection 6 and lnserti~g in lieu chereof the 

26 following: 

27 6. For 

28 considered 

purposes of this section, written notice shall be 

to be received by the person to whom it was 

29 delivered if the notice is de~ivered in hand to the person 

30 with a written receipt returned. or mailed by certified or 

31 registered mail with the proper postage and properly addressed 

32 to the person to whom it was sene. The refusal of a person to 

33 whom a notice lS mailed to accept delivery of the notice shall 

34 be considered receipt. 

35 Sec. 5. Section 554.9307. Code 1987, is a~ended by 

-3-
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1 striking subsections 7 through 9. 

2 Sec. 6. This Act, being deemed oE immediate importance, 

3 takes effect ten days after the Act has been approved by the 

4 governor or ten days after the Act has been passed over the 

5 governor's objection. The provisions contained in this Act 

6 shall apply retroactively to all security interests granted on 

7 or after December 23, 1986. IE a security interest was 

8 granted before December 23, 1986, the provisions contained in 

9 this Act shall apply retroactively on and aEter September 1, 

10 1987, to those security interests. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

SF 13 

-4- da/cc/26 



e 

SENA'rE FILE 13 

AN AC7 
RELATI~~ TO TR& PROTECTION OF BUYERS OF F~~ PRODUCTS AGAINST 

TKE EUroRCEHENT OF LIENS BY SECURED PARTIES AND PROVIDING 
DATES fOR THE RFF£CTIVEN[SS AND APPLICABILI'rY OF THE AC'r. 

BE IT ENACTED 81 THE GENERAL ASSEXBLY OF 'raE STATE OF IOWA: 

Section 1. Section ~5 •• 9l07, subsection 1. Code 1987. is 

amended by striking the subsection and inserting in lleu 

thereof the following: 
Except as provided in subsection 4. a buy~r in the 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 

thou9h the buyer knows of its existence. For purposes of this 

- e 
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section. a buyer or buyer in th"-' ordinary cours.e of business 

includes any co:nmission Il',erchant. selling aqent. or othor 
person enqaqed in the business of receivinq livestock as 
defined in section l89A.2 on conmission for or on behalf of 

another. 
Sec. 2. Section 554.9307. subsection 4. Code 1987. is 

amended by striking the subsection and inserting in lieu 

thereat the following: 
4. a. A buyer in the ordinary course of business buyinq 

farn products from a debtor engaged in far~inq operations 
takes subject to a security interest created by the debtor. if 

within one year before the sale of the farm products the buyer 
receives prior written notice of the security interest .... hich 
cooplies with this subsection and the buyer fails to perform 

the payment obligations specified in the notice. 
b. A wri.tten notice cor,pHes .... ith this subsecti.on if the 

written notice is delivered to the buyer by the gecured party 
or the debtor \a'ho sells the fann products and it complies .... ith 

the following: 
(1) Is an oriqi.nal or reproduced copy of the written 

notice: and 
(2) Is sic;ned by either the secured party or the debtor. 

who trans~its the notice to the potential buyer. 

(3) Contains all of the followinq: 
(a) The name and address of thp secured party. 
(b) The name and address of the pprson indebted to the 

secured party. 
(c) 'rhe social security number of the debtor or, in the 

case of a debtor doing business other than as an individual. 

the internal revenue service taxpayer identification nu~ber of 

the debtor. 
(d) A description of the farm products subject to the 

security interest created by the debtor, including t . ..,~ amount 

of the products where applicable. 

en 
:n .... 
Col 
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Ie} A";l i(!enti!icdtion of :;he crop yea: ir. I(;,ich ~.;,(> i<lrc 
products wer~ prod~cej. 

If) An Identification of tIle county In which the fa~m 
procucts werc produced. 

(g) A reasonable description of the property on · ... tlich the 
farm preducts were produced. 

(h) A statement of any payme~t obliqatlans inposed en the 

~uyp.r by t:le secured party 015 3. cond~t: ior. for .... .l'ver 01 
release of the security interest. 

c. The secured party 1"(",1Y require, in documents creat in<; 
the security interest, that a debtor enqagr.d in fa.minq 

operations, who Ctedtes d security Inte:es~ in d (ar~ prod~ct. 
furnish to the secured party a list of p~tential buyers to cr 

through whor", the debtor may sell the farm product, Before a 
potential buyer who is not on toe list may recei'/e f~o":l the­
secured party written notice of a securlty interest in a farm 
product, the secured party shall notify !he debtor of the name 
and address o~ the potential buyer. 

d. A written notice shall be ar:ended by t.he secured party 

.... ind,n three lI'.onths of any materi,11 change. 'I'he amended 
notice nust be signed and transmitted to the potential buyer 
similarly to the original notice. by eithe: the secured party 
or the debtor selling the farm product5, Th~ notice la?ses on 

~he earlier of elther one year fro~ the date the notic~ was 
received by the buyer or the date the bUje: receives a ~otIC~ 

signed by t~e secured party that the 5ecurity interest has 
lapsed. 

S('c, j, Section S54.9.l07, Code 1987, IS ~:'nI?'lded by 
strikinq suhsectio~ S dn~ i~s~rt!nq in lieu thereof the 
fo~10win:;: 

S. :f t~e ~otlce ~o d potent~a: ~uyer by a s~cureci party 

or debtor satisfies the requir~m~nts of s~bsecticn 4. 
paragraph "b-, and :he debtor sells the fa:~ products subject 

to the security interest to a bUjer not included on the list 
as a po~entilll buyt'r .loS I'equifed in subsectlon 4. pa~aqrapr. 

--
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"c", or to ar.y other buy .. 'r. if t.he name and addres~ o( ::he 
buypr ,,'as not received by tile' debt.or pursuant to subsection 

para~raph "c", then the debtor l~ subject to a civil penalty 
of the greater of elther five thousand dollars or fifteen 
percent of the value or benet it~ received by t.he debtor for 

the farm products described in the docUMents creating the 
security interest. 

Ifo .. ever, the penalty provided in this subsection shall be 
i~~osed on the debtor in lieu of but not in addition to the 
penalty described in thp federal Food Security Act of 1985, 
Pub. L. No. 99-198, § 1324. A penalty shalt not be imposed en 
the debtor if the del)~o~ ":la$ carr.plied · ... ith ar'.y of the 
followinq: 

a. notified the secured pacty in writing of the identity 
of the buyer at least seven days prior to the sale. 

b. Accounted to the secured party for the proceeds of the 
sale not later than ten days aft~r the sale. 

Sec. 4, Section 5S~.9J07. Code 1987. is amended by 
stri~in9 subsection 6 and inserting in lieu thereof the 
follo',ling: 

6. for purposes of thIs section, written notice shall be 

considered to be received by the person to wnom it was 
delivered if the notice is delivered in hand to the person 

with a ~ritten receipt returned, or nailed by certified or 
registered :nail .... ith tt'.e proper pOstage and properly ad.jresse:l 
to the p~rson to · .. ·oorn it was sent, The refusal of a person :: 
whom a notice is nailed to accept delivery of the notice sha:. 
be censidered receipt. 

Sec. 5. Section S54.9)07, Cede 1987. is amended by 

striking subsections 1 thr~uqh 9. 
Sec, 6, This Act, being deened of imr,ediate In-portar.ce. 

takes effect ten ~ays after the Act has been approved by the 
governor or ten days after the Act has been passed over the 
90ver~of'S objection. The provisions contained in this Act 
shall apply retroactively to all security interests grantee :1 

-
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or after December 23, 1986. If a security interest was 

granted before December 23, 1986, the provisions contained in 

this Act shall apply retroactively on and after September 1, 

1987, to those security interests. 
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~ is known as Senate File 13, Seventy-second General Assembly. 
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