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A BILL FOR

An Act relating to the protection of buyers of farm products
against the enforcement of liens by secured parties and
providing dates for the effectiveness and applicability of the
Act.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1, Section 554.9307, subsection 1, Code 1987, is
amended to read as follows:

1. Except-as-provided-in-the-federat-Pood-Securrty~Act-of
15857 -Pubr-br-No+-99-1987-§-%3247-a A buyer in ordinary course
of business as defined in section 554.1201, subsection 9,
takes free of a security interest created by that perscn's
seller even though the security interest is perfected and even
though the buyer knows of its existence, uniess the buyer

falls to comply with the requirements of subsection 6 or 7.
For purposes of this sectioen, 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 55%4.9307, subsection 5, Code 1987, is
amended by striking the subsection and inserting in Iieu
thereof the folilowing:

The secretary of state, as required by the federal Food
Security Act of 1985, Pub. Law No. 99-198, § 1324, shall
establish and supervise a central filing system for filing

effective financing statements or notices of effective
financing statements by secured parties, if the collateral 1is
farm products. The central filing system shall operate in
compliance with the following requirements:

a. The secretary of the United States department of
agriculture must certify the system before it is put into
operation,

b. The date and hour that each financing statement or
notice of a financing statement is filed shall be recorded.
c. All statements or notices of statements shall be

compiled into a master list which:

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

(2) 1Is arranged within each product category in the

following manner:
{a) In alphabetical order according to the last names of .
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the individual debtors, or, in the case of debtors doing
business other than as individuals, the first words in the
name of the debtors: and

(b)Y In numerical order according to the social security
numbers of the individual debtors or, in the case of debtors
doing business other than as individuals, the Internal Rewvenue
Service taxpayer identification numbers of the debtors; and

{c) Geographically by county; and

(d} By crop year.

{3) Contains all the information reguired to be included
in an effective financing statement. For purposes of this
section, an effective financing statement means a statement
that:

{a) Is an original or reproduced copy of a financing
Statement;

(b) Is signed and filed with the secretary of state of a
state by the secured party:

(c) 1Is 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;

(1ii) The social security number of the debtor or, in the
case of a debtor doing business other than as an 1ndividual,
the Internal Revenue Service taxpayer identification number of
the debtor;

(iv) A description of the farm products subject to the
security interest created by the debtor, including the amount
of the products where applicable; and a reasonable description
of the property, including the county in which the property is
located;

(e} Must be amended in writing, within three months,
similarly signed and filed, to reflect material changes;

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

date of filing, subject to extensions for additional periods
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of five years each by refiling or filing a continuation
statement within s1x months before the expiration of the
initial five-year period;

{g} Lapses on either the expiration cof the effective
period of the statement or the filing 9of a notice signed by
tne secured party that the statemént has lapsed, whichever
occurs first;

(h) Is accompanied by the requisite filing fee set by the
secretary of state; and

(i) Substantially complies with the requirements of this
subparagraph even though it contains minor errosrs that are not
sériously misleading.

d. The secretary of state shall maintain a l:ist of all
buyers of farm products who register with the secretary of
state, on a form that indicates all of the following:

(1) The name and address of each buyer.

,

1 -
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{2) The 1nterest ¢f each buyer receiving the .

(3) The farm products in which eacn buyer has an 1nrterest.

e. The secured party and the debtor shall each pay one-
half of the costs of filing a financing statement or notice of
a financing statement. However, if on the date that the
secured party contracted to finance property subject to a
security interest by the lender, the rate of interest for the
loan is at least three percent greater than the prime rate of
interest charged by banking and savings and ioan 1nstitubicons
in the city of Des Moines, Iowa., the secured party shall pay
the entire cost of fiiing.

f. The secretary of state shall distribute to each buyer
whose name appears on the buyers list, at least once each
three months, a copy in written or printed form, of those
porticns of the master 1ist that cover the farm products in
which that buyer has registered an interest. The secretary of
state may terminate distribution of any portion of the master
list to a buyer, uporn notice by the buyer requesting

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

g. The secretary of state shall furnish on request to any
person who is not registered with the secretary of state on
the buyers list, oral confirmatior of any effective financing
statement, within twenty-four hours followed by written
confirmation to any buyer of farm products buying from a
debtor, or commission merchant or selling agent selling for a
seller covered by that statement.

Sec. 3. Section 554.9307, subsection 6, Code 1887, 1is
amended by striking the subsection and inserting in lieu
thereof the following:

6. In the case of a farm product produced in the state a
buyer of farm products takes subject to a security interest
created by the seller, if:

a. The buyer failed to register with the secretary of
state prior to the purchase of farm products; and the secured
party filed an effective financing statement or notice that
covers the farm products being sold; or

b. The buyer receives from the secretary of state written
notice that specifies both the seller and the Zarm product
being sold by the seller as being subject to an effective
financing statement ov notice, and the buyer does not secure a
waiver or release of the security interest specified in the
effective financing statement or notice from the sSecured party
by performing any payment obligation or otherwlse.

Sec., 4. Section 554.9307, subsection 7, Code 1987, 1is
amended by striking the subsection.

Sec. 5. Section 554.9307, subsection 8, Code 1987, is
amended by strixking the subsection.

Sec. 6. Section 554.9307, subsection 9, Code 1987, is
amended by striking the subsectlion.

Sec. 7. 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 amendments contained in this Act to
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subsections 1 and S5 through 9 of section 554.9307 are
applicable to all security interests granted on or after

December 23, 1986.
EXPLANATION

This bill relates to the protection of a secured party
against future buyers of a farm product covered by the
security agreement. The secticons of the bill provide as fol-
lows:

Section 1 provides that unless a buyer has followed the
regquirements establiished in the section, the security interest
on the farm products will continue to exist.

Section 2 provides for the establishment of a central
filing system, pursuant to federal law, which records informa-
tion regarding secured parties, buyers, and farm products sub-
ject to security interests. The section provides that notice
of relevant security interests on farm products shall be fur-
nished to buyers or other persons inquiring about the
property.

Section 3 provides that a buyer of farm products takes

subject to any security interest if the secured party perfects
by filing an effective financing statement with the secretary
of state or the buyer receives notice from the secretary that
the farm products are subject to a securlty interest.

Sections 4, 5, and 6 provide that section %$54.9307,
subsections 7, 8, and 9 have been stricken.

Section 7 provides for the effective date of the Act. It
also provides that all security interests created on or after
December 23, 1986 shall be covered by the Act.

LS8 1487SC 72
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‘ : SENATE FILE 13
' $-3247

Amend the amendment, $-3231, to Senate File 13, as
follows:

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

" . By striking everything after the enracting
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 1in the
ordinary course of business as defined in sect:ion
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 the ordinary course of
business includes any commission merchant, selling
agent, oc other person engaged in the business of
receiving livestock as defined in section 189%A.2 on
commission for or on behalf of another.

Sec. 2. Section 554.9307, subsection 4, Coce 1987,
is amended by striking the subsection and inserting in
lieu thereof the following:

4. a. A buyer in ordirary course of business
buying farm products from a person engaged in farming
operations takes subject tc a security interest
created vy that person's seller even though the
security interest is perfected, if 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 ané the buyer
fails to perform the payment obligations specified in
the notice.

b. A written notice complies with this subsection
if the written nctice 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} The name and address of the person indebt=d to
the secured party.

{c} The social security number 2f 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 description of the farm products subject to
the security interest created by the debtor, including
the amount of the products where applicable.
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(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 reasonable description of the property on
which the farm products were produced.

(k) A statement cof any payment cobligaticns imposed
on the buyer by the secured varty as a condition for
waiver or release of the security interest.

c. The secured party may requlre, 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 througa whom the debtor may
sell the farm product. Before a potential buyer who
is not on the list may receive from the secured party
wrlitten notice of a security interest in a farm
product, the secured party shall notify the debtor of
the name and address of the potential buyer.

d. A written notice shall be amended by th
secured parkty within three months of any material
change and transmitted to the potential buver by
either the secured party or the seller of the farm
products, The notice lapses on the eariier 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 cecurity interest has
lapsed.

Sec. 3. Secticon $54.9307 i1s amended bv striking
subsection 5 and inserting in lieu thereof the
following:

5. If the nctice to a potential buyer by a secured
party satisfies the reguirements of subsection 4,
paragraph "b", the debtor engagec 1in farming
operations when creating the security interest, and
the debtor sells the farm prcducts subject to the
security interest to a buyer not iancluded on the list
as a potential buyer as reguired in subsection 4,
paragraph "c", or to any other buyer, if the name and
address of the buyer was no:z received by the deotor
pursuant to subsection 4, parag¢raph "c", then &th
debtor is sublect to a ¢ivil penalty of the greater of
either f£ive thousand dollars or fifteen percent of the
vaiue cr benefits received by ithe debtor for the farm
products described in the security agreement.

dowever, the peralty provided in this subsection
shall not be imposed on the debtor 1f the debtor has
complied with any of the following:

a. Notified the secured party in wr:

: of the
identity of the buyer at least seven days orc

to the
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' sale.

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

10 hand to the person with a written receipt returned, or

11 mailed by certified or registered mail with the proper

12 postage and properly addressed to the person to whom

13 it was sent. The refusal of a person to whom a notice

14 is sent to accept delivery of the notice shall be

- 15 considered receipt. )

16 Sec. S. Section 5$54.$307, Code 1987, is amended by

17 striking subsections 7 through 9.

18 Sec. 6. This Act, being deemed of immediate

19 importance, takes effect ten days after the Act has

20 been approved by the governor or ten days after the

21 Act has been passed over the governor's objection.

22 The provisions contained in this Act shall apply

23 retroactively to all security interests granted on or
1986. If a security interest was

24 after December 23,
.25 granted before December 23, 1986, the provisions
26 contained in this Act shall apply retroactively on and

WO s O U e ) B

27 after September 1, 1987, t£0o :those security in- -

28 terests.,"" T
5-3247 e
Filed March 24, 1987 BY EMIL J. HUSAK : oo
wjer E/2s fe7 (g Foq) LEONARD L. BOSWELL __

JOHN A. PETERSON

BERL E. PRIEBE

JOHN E. SOORHOLTZ
SENATE FILE 13

5-3176

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 of subsection 6 or 77.

S 2. By striking page %, line 15 through page S, L -

6 line 3. : - o
5-3176 - -

Filed March 17, 1987 BY JOH
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SENATE

3231

smend Senate

.. Page l, by ikl
enacting ciause anc 1inse ing

"gection 1. Secticn 554.9307. subsection 1, Code
1987, is amended by striking the subsection and
inserting in lieu thereof the foliowing:

1. A buvyer in the ordinary course cf business as
defined in section 554.1201, supsection 9, takes free
of a security interest created bv that person's seller
even though the security interesc is perfected and
even though the buver xnoOWws nf its existence.

However, a buyer who in the ordinary course of
husiness buys a farm product f-rom a seller engaged in
farming operations shall take subject £o a security
interest created by the selier if the buyer 18
~otified of the interest as required under a
centraiized filing system established by %the sec

of state pursuant to the federal Food Securit

1985, Pub. L. No. 99-198 § 1324. FOr DUIpOSE
section, a buyer or buyer in the ord:in

nusiness includes any commission merchant,

agent, ©I Otner person engaged 1n the business G
receiving livestock as defined in section 189a.2 on
commission for or on behalf oI another.

Sec. 2. Section 554.9 1687, is amended by
srriking suossections 4 tn

Sec. 3. This Act, be
importance, takes effect
peer approved Dy the gove
act has been passed over
™he provisions cortalned

pactively to all secu
December 23, 1986.7
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SENATE FILE 13
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-3002

amend Senate File 13 as follows:

1. Page 1, lines 8 and 9, by striking the words
~unless the buyer fails to comply with the
requirements of subsection 6 or 7" and inserting the
words "except as provided 1in subsection 6".

2. ©Page 1, line 20, by inserting after the word
vestablish" the words ", within sixty days following
rhe effective date of this Act,".

3. Page 3, line 17, by inserting after the word
“buyer” the word “"in".

5-3002 Filed January 13, 1987 BY BERL E. PRIEBE
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SENATE FILE 13

Amend the amendment, S-3231, to Senate File 13,
follows:

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,
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 of its existence. For purposes of this
section, a buyer or buyer in the 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 1987,
is amended by striking the subsection and inserting in
lieu thereof the following:

4. a. A buyer in the ordinary course of business
buying farm products from a debtor engaged in farming
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 whicn complies
with this subsection and the buyer fails to perform
the payment obligations specified in the notice.

b. A written notice complies with this subsection
if the written notice is delivered to the buyer by the
secured party or the debtor who sells the farm
products and it complies with the following:

as

Code

(1) Is an original or reproduced copy of the
written notice; and

(2) 1Is signed by either the secured party or the
debtor, who transmits the notice to the potential
buyer.

(3) 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 doing business other than as
an individual, 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
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the amount of the products where applicable.
(e} An identification of the crop year in which
the farm products were prcduced.

t£) An 1dentification of the county in which Inz
farm products were produced.

(g} A reasonable description ¢f the property on
which the farm products were produced.

in) A statement ¢f any payrent obligaticas impos=d
on the buyer by tne securad sarty as a coadin. o Lo
walver Oor zelease of the securily interest.

c. The secured parly may reguire, In documents
creating the security interest. that a debtcr shgaged
in £farming operziions, whe Creates a securiiy inisSres .
in e farm product, furnish To the secured pa:rty a 1ist
cf porential buyers o or through whom the dabter may
sell tane Zzrw procduct. Belore 2 potentizal buve:s who
ig nct on the list may receive Zrem the secursc par:
written notice cf a securitv ilnterest in & IZarls
product, th2 secured periy snhaxi notifv the leptor of
the name end address of the pocential puyer.

d. A& wriltten notice szna'l b2 amendezd by the
secured pariy within fhres months cf any naterial
cnengz. Tae amended rnotice muszt be signed aad
cransmivoed to the potentisl tuver similarly to the
original nctice, by either ihe secured party ¢ the
debtor seliing the farm oroducts. The notice lapses
on the earller of either one vear from the daie the
notice was received by the buyer or the date tha buyaer
receives a notice signed by the secured part; that the
security interest has lapsead.

Sec. 3., Section 554.5307 is amended by striking
subsection 5 and inserting ir lleu therecf the
fcllowing:

5. If the notice to a potential buyer by & secursad
party or debtor satisfies the regquirements of
subsecticn 4, paragraph "b", and the debtor seils the
farm preducts subject to the security interest to a
buyer not included on the list as & potential buyer as
required in subsection 4, paragraph "c¢", cor o any
other buyer, if the name and address cf the buver was
not received by the debtor pursuant to subseciion 4,
paragraph “c¢", then the debtor is subject co a civil
penalty of the greater of either five thouzand dollars
or fifteen percent of the value or benefits received
by the debtor for the farm products described in the
documents creating the security interest.

However, the penalty provided in this subsec:tion
shall be imposed on the debtor in lieu of but not in
addition to the penalty described in the federal Food
Security Act of 1985, Pub. L. No. 99-198, § 1324. A
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y shall not be imposed on the debtor if the
has complied with any cf the following:

a. Notified the secured party 1n writing of the
identity of the buyer at least seven days prior to the
sale.
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1987, is amended by
g in llieu thereof

&

a
Sec. 4. Section 554.9307, Cod
striking subsection 6 and inser
the following:

6. For purposes of this section, written nctice
shall be ccnsidered to be recelived by the perscn to
whom 1t was delivered if the nctice is delivered 1in
hand to the person with a writfen 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 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 5.

Sec. 6. This Act, being deemed of immedia:e
importance, takes effect ten davs after the Act has
been apprcved by the governor or ten days after the
Act has been passed over the governor's objection.

The provisions contained in this Act shall apply
tetroactively to all securitv interests granted on or
atter December 23, 1986, 1If a security 1nterest was
granted before December 23, 1986, the nrovisions
contained in this Act shall apply retroactively on and
after September 1, 1987, to those security in-
terests. ™"
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BERL E. PRIEBE
JOHN E. SOORBOLTZ
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An Act relating to the protecticn of buyers of farm products
against the enforcement of liens by secured parties and

providing dates for the effectiveness and applicability of the
act,

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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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
S, takes free 0f 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 the ordinary course of business
includes any commission merchant, selling agent, or other
person 2ngaged ir theé bugsiness 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 1987, 1s
amenced by striking the subsection and inserting in lieu
therecf the following:

4. a. A buyer in the ordinary course of business buying
farm products from a debtor engaged in farming operations
takes subject to & security interest created by the debtor, iLf
within one year before tihe sale of the farm products the buyer
recelves pricr written notice of tne security interest which
complies with this subsection and the buyer fails to perform
the payment obligations specified in the notice.

b. A written notice complies with this subsection if the
written notice is delivered to the buyer by the secured party
or the debtor who sells the farm products and it complies with
the following:

(1) 1Is an original or reproduced copy of the written
notice; and

(2) Is signed by either the secured party or the debtor,
who transmits the notice to the potential buyer.

(3) Contains all of the following:

{a) The name and address of the secured par:ty.

(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 doing business other than as an individual,
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 c¢rop year in which the farm
products were produced.

{£) 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 imposed 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 securlty interest in a farm product,
furnish to the secured party a list of potential buyers tc or
through whem the debtor may sell the farm product. Before a
potential buyer who is not on the list may receive from the
secured party written notice of a security interest in a farm
product, the secured party shall notify the debtor of the name
and address of the potential buvyer.

d. A written notice shall be amended by the secured party
within three months of any material change. The amended
notice must be signed and transmitted to the potential buver
similarly to the original notice, by either the secured party
or the debtor selling 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 date the buyer receives a notice

signed by the secured party that the security interest nas
lapsed.

Sec. 3. Section 554.9307 is amended by striking subsection

- -
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5 and inserting in lieu thereof the following:

5 If the notice to a potential buyer by a secured party
or debtor satisfies the requirements of subsection 4,
paragreph "b", and the debtor sells the farm products subject
to the security interest to a buyer not included on the iist
as a pcteatial buyver as reguired in subsection 4, paragraph
"¢, or to any otner buyer, if the name and address of the
buyer was not received by the debtor pursuant to subsection 4,
paragraph "c", then the debtor is subject to a civil penalty
of the greater of either {ive thousand dollars or fifteen
percine oI the valuo or odenefits received by the debtor for
the farm products described in the documents creating tne
security interest,

However, the penalty provided in this subsection shall be
imposed o1 the debtsr in lieu of but not in addition to the
penalty dascribed in the federal Food Security Act of 1985,
Pub. L. No. 9%-198, § 1324. A penalty shall not be imposed on
the dektor if the debtor has compliecd with any of the
following:

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

b. Accounted to the secured party for the proceeds of the
sale net later than ten days after the sale.

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

6. For purposes of this section, written notice shall pe
consildered 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
reglstered 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 1s mailed to accept delivery of the ncotice shall
be considered receipt.

Sec. 5. Section 554.9307, Code 1987, is amended by
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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

governcr or ten days after the Act has been passed over the

governor's objection. The provisions c¢ontained in this Act
shall apply retroactively to all security interests granted on
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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SENATE FILE 13

AN ACT
RELATINRG TO TRE PROTECTION OF BUYERS OF FARM PROOUCTS AGAINST
THE ENFORCEMENT OF LIENS BY SECURED PARTIES AND PROVIDING
DATES FOR THE EFFECTIVERESS AND APPLICABILITY OF THE ACT.

BE IT ENACTED BY THE GENERAL ASSEAMBLY OF THE STATE OF I[OWA:

Section 1. Section $54.9307, subsection 1, Code 1987, is
amerded by striking the subsection and inserting in lleu
thereof the following:

Except as provided ln 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 of its existence. For purposes of this

Ii_
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section, a buyer or buyer in the ordinary course of business
includes any commission merchant, selling agent, or othec
pecson engaged in the business of teceiving livestock as
defined in section 189A.2 or conmission for or on pehalf of
another.

Sec. 2. Sectlon 554.9307, subsection 4., Code 1987, is
amended by striking the subsection and inserting in lieu
theceof the following:

4, a. A buyer in the ordinary course of business buying
farm products Erom a debtor engaged in farming 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 notlce of the security interest which
complies with this subsection and the buyer fails to perfora
the payment obligations specified in the notice.

b. A written notice cormplies with this subsection if the
written notice is dellivered to the buyer by the secured party
or the debtor who sells the farm products and it complies with
the following:

{1} 1Is an original or reproduced copy of the written
notice; and

(2) Is signed by either the secured party or the debtor,
who transmits the notice to che poteatial buyer.

{3) <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 securiky 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. l

{d) A description of the farm products subject to the
secutrity interest created by the debtor, including the amount
of the products where applicable.
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[e} An identificazion of the crop yea:r in which “he fato
products were produced.

(£] An 1dentification of the courty 1n which the farm
precucts were produced.

{g) A reascnable description of the property on which the

farm prcducts were produced.

(h]) A statement of any payment obligations imposed cn the
buyer by tne secured pacrty as a conditiorn for wa:ver or
release of the security interest,

c. The secured pacty may require, in documents cCreating
the security interest, that a debtor engaged in farming
oparations, who creates a security i1nteres: in a fare product,
furnish to the secured party a list of potential buyers to ct
through whor the debtor may sell the farm product. Before a
potential buyer who is not on the list may receive froo the
secured party written notice of a security interest in a farm
product, the secured party shall notify the debtor of the name
and address of the potential buyer.

d. A written notice snhall be arended by the secured party
witnin three ronths of any material change. The amended
notice nust be signed and transmitted to the poteatial buyer
similariy to the ociginal notice, by either the secured party
or the debtor selling the farm products. The notice lapses on
the earlier of eitner one year froc the date the notice was
reccived by the buyer aor the date the buyer receives a notice
signed by the secured party that the security tntecest has
lapsed.,

Sec. 3. Section 554.9307, Code 1987, is ameonded by
striking subsection % and ingerting in lieu thercof the
foilowing:

5. If the notice %o 4 potentia. suyer by a secured party
or debtor satisfies the crequiremants of subsecticn 4,
paragraph “p", and :ihe debtor seils the farm products subject
to the security interest to a buyer not iacluded on the list
as a potential ouyer as required in subsecticn 4, paragraph
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"o, or 1o any other buyer. :f the name and address of the
buyer was not received by tne debtor pucsuant toe subsection 3,

patagraph “c”, then the debtor 15 subject to a civil penalty
of che greater of evrther five thousand dollars or fifteen
percent of the value or benefits received by the debtor for
the farm products described in the documents creating the
secutity interest,

However, the penalty previded in this subsection shall be
imposed on the debtor in lieu of but not in addition to the
penalty described in the federal Food Security Act of 1985,
Pub. L. No. 99-198, § 1324. A penalty shall nort be imposed cn
the debtor LE the deb:tor has complied with ary of the
foliowing:

4. Hotified the secured party in writing of the identiuy
of the buyer at least seven days prior to the sale,

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

Sec. 4. Section 5%54.9307, Code 1987, is amended by
strixing 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 whem it was
delivered if the notice is delivered in hand to the person
with a written receipt ceturned, or mailed by cectified orc
cegistered mail with the proper postage and properly addressed
tO the person to whom it was gsent, The cefusak of a person ::
whom a notice is mailed to accept delivery of the notice shall
be ccasidered receipt.

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

Sec. 6. This Act, veing deemed of imrediate irportacce,
takes effect ten days after the Act has been approved by the
governocr or ten Jdays after the Act has been passed over the
goverror's objection. The provisions contained in this Act
shall apply retroactively to a2kl security interests granted za
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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,

1687, to those security interests,
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