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MAR 1 2 198~ 

Place On Calendar HOUSE FILE SS~ 

BY CO~!HITTEE ON AGRICULTuRE 

(Formerly House Study Bill 185) 

Passed House, Date 1--/o-zs{!/f.P) Passed Senate, Date 

Vote: Ayes /f Nays .~ Vote: Ayes '-{~ 

Approved~ 2 &f, /'?is 

A BILL FOR 

4- '2.. 3 -.f5 
NayS__;~:...;_ __ 

·1 An Act relating to the security interest ~n farm products pur-

2 chased by a buyer in the ordinary course of business fro~ 

3 a person engaged in farming operations and providing 

4 penalties. 

5 BE IT ENACTED BY THE GENERAL ASSEHBLY OF THE STATE OF IOWA: 
HOOSS r.'ILE 554 

11-3547 

l Amend House File 554 as follows: 
2 1. By striking everything after the enacting 
3 clause and inserting the foclowing: 
4 ''Section 1. Section 714.1, Code 1985, is amended 
5 by adding the following new subsection 7 and 
6 renumbering the remaining subsection: 
7 NEW SUBSECTION. 7. If the person is engaged in 
8 farming operations, sells or otherwise transfers a 
9 farm product as defined 1n section 554.9109, 

10 subsection 3, in which the person has granted a 
ll security interest pursuant to chapter 554, article 9, 
12 unless prior to the sale or transfer the person does 
13 either of the following: 
14 a. Notifies the secured party of the sale or 
15 transfer, obtains the secured party's written 
16 permission for the sale or transfer, and distributes 
17 the proceeds in accordance with the written 
18 permission . 
19 b. Within five business days of the sale or 
20 transfer, the person either satisfies the debt for 
21 which the security interest was granted or pays the 
22 entire proceeds to the secured party. 
23 To determine the degree of theft pursuant to 
24 section 714.2, the value is deter~ined by aggregating 
25 the value of all security interests granted by the 
26 person on the farm product sold or transferred for 
27 which the person has not complied with either 
28 paragraph ''a'' or ''b''.'' 

H-3547 FILED "!A~CH 29, 198: 
' . / !-<...'/,;I .. ,)~ 'f /4J7) 

BY HUo~EL of Benton 



~.F. H.?. 

Sectio!~ 1. Section ~:.>-!.9301, s~t).=:~c:_,o:: _,Code 1985, is 

2 ame~ded to read as fo~:ows: 

3 l. 

4 ordinary cou~se of ht~si:~ess f~tl~~eet±~~-~-M€·-~e~tien-554~i2B±t 

S oth~~-tha"-e-~e~e~n-btlyi~g--~e~~-prodoet~- fro~-~-pe~~on-~ngaqed 

6 irt-ft~r:nil'lg·operet:i"l'le as c.!e:'~ned _!en __ section _?54 .120_~ 

7 Stlbsection 9~ takes free of a sectJrity interest crea:ed by 

S chat person's seller even though the sec~rity interest is 

9 perfe,:te1j a~d even though the buyer knows of its existence. 

l.O -~qE__~_£p~sP.s ?_f thi~_ sect~9:-t, a -~-~_ye~ or b~ver ir~ orC)nary 
11 F • - - l ' ' . ' · ',. ... _£_~ur.sc -~. ous.:_ness 1_n_c uc~_s ..:tny co;run~_§S!On rr.er~_::_an:, _ .. '3e~ .... -~-~ 

12 Cl_genc, or __ other oersc_n_e::qaged in _the _9u.?int;ss o~ rece.\ving 

lJ livestock as defined in sec~ion l89A.2 on co~mission for or on 
---·- --- .. ---------··--· ··--·---- -

14 behalf of another. 
] r 
--~ Sec. ?. Scclion 554.9307, Code 1985, is amended by adding 

l6 the following npw subsection: 

-17 NJ::;1 SUBS!::CTION. 
---· ----- 4. a. A buyer in ordinary course of 

18 busi~PSS buyi~g ~arm products from a person engaged in fa:rting 

19 operations takes free of a security interest created by that 

20 person's seller even though the security interest is perfected 

2i and even though thE' buyer knows of its existence, unless the 

22 buyer receives pr~or written notice of the security interest. 

7.3 "Written notice'' means an original financing statement 

2~ effective under section 554.9402, or a carbon, photographic, 

25 or other reproduction of an original financing statement 

26 signed by the debtor or a r.otice on a form prescribed by the 

27 secretary of state, or a carbon, photographic, or other 

28 reproduction of the form that contains all of the following: 

(l) The full name, address, and social security or tax 

30 identification number of the debtor. 

31 

32 

(2) The full name and address of the secured party. 

(3) A description of the collateral. 

33 (4) The date and location of the filing of the financing 

34 statement. 

35 (5) The date and signature of the secured party. 

-l-



S.F. H.F. 

The date and signature cf the debtor. 

2 

( 6 ) 

b. The written ~otice exp1res on the earlier of either of 

3 the following dates: 

4 {l) Eighteen months after the date the secured party signs 

s the notice. 

G {2) When the debt that appears on the notice 15 satisfied. 

J c. For the notice to be effective, the buyer of the farm 

8 products must have received the notice prior to the time the 

9 buyer has made full payment to the person engaged in farming 

10 operations. The notice is not effective against any payments 

ll made prior to receipt of the notice. 

12 d. Within fifteerl days of the satisfaction of the debt, 

13 the secured party shall inform in writing each potential buyer 

14 listed by the debtor to whom the notice provided in paragraph 

15 "e'' has been ser1t that the debt has been satisfied. 

16 e. A debtor engaged in farming operations who has created 

17 a security interest in farm products shall provide the secured 

18 party with a written list of potential buyers of the farm 

19 products at the time the debt is incurred if the secured party 

20 requests such a list. The debtor shall not sell the farm 

21 products to a buyer who does not appear on the list unless the 

22 secured party has given prior written permission or the debtor 

23 applies the proceeds the debtor receives from the sale to the 

24 debt within fifteen days of the date of sale. A debtor who 

ZS knowingly or intentionally sells the farm products in 

26 violation of this paragraph is guilty of a serious 

27 misdemeanor. 

28 f. A buyer of farm products buying from a person engaged 

29 in farming operations shall issue a check for payment jointly 

30 to the debtor and those secured parties from whom the buyer 

31 has received prior written notice of a security interest. A 

32 buyer who issues a check jointly payable as specified in this 

33 subsection takes the farm products free of a security interest 

34 created hy that person's seller. A buyer who does not issue a 

35 check jointly payable as specified in this subsection docs not 

-2-



S.F. H.F. 

l take the farm products free of a security interest created by 

2 that person's seller. A buyer shall not withhold all or part 

3 of the payment to satisfy a prior debt. However, the b~yer 

4 may withhold the costs inc~rred by the purchaser to marKet or 

5 transport the farm products if such costs are part of the 

6 agreement to purchase the farm products. 

7 EXPLANATION 

8 This bill provides that a buyer in the ordinary coucse of 

9 business who purchases farm products from a person engaged in 

10 a farming operation takes free of a security interest created 

ll by the seller unless prior to making full payment the buyer 

12 receives a notice from the secured party that the secured 

13 party has a security interest. The debtor 1s required to pro-

14 vide the secured party if requested a list of potential 

15 buyers. The debtor is guilty of a serious misdemeanor if the 

16 debtor knowingly or intentionally sells the farm products to 

17 another person unless the secured party has given written 

18 permission or the debtor satisfies the debt within fifteen 

19 days of the date of sale. A buyer who receives notice of the 

20 sectirity interest shall issue any payment check jointly in the 

21 name of the seller and the secured party. 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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• PAGE ~INE, A?~I•, 4, 1985 IIOUSS CLIP SHEET 

:!OUSE FILE 554 
H-3630 

1 Amend House File 554 as follows: 
2 1. Page 1, line 3, by striking the word and 
3 figure "subsection 4'' and inserting the following: 
4 "subsect1ons 4 and 5". 
5 2. By str1k1ng page 1, line 15 through page 3, 
6 line 6 and inserting the following: 
7 "Sec. 2. Section 554.9307, Code 1985, is amended 
8 by adding the following new subsections: 
9 NEW SUBSECTION. 4. a. A buyer in ordinary course 

10 of bus1ness buy1ng farm products, which is livestock 
ll as defined in section l72D.l, subsection 7, from a 
12 person engaged in farming operations takes free of a 
13 security interest created by that person's seller even 
14 though the security interest is perfected unless the 
15 buyer receives prior written notice of the security 
16 interest. "Nritten notice" means a writing which may 
17 contain information regarding more than one debtor and 
18 more than one lien and contains all of the following: 
19 (l) The full name, address, and social security or 
20 tax identification number of the debtor. 
21 (2) The full name and address of the secured 
22 party. 
23 (3) A description of the collateral. 
24 (4) The date and signature of the secured party. 
25 b. The written notice expires on the earlier of 
26 either of the following dates: 
27 {l) Eighteen months after the date the secured 
28 party signs the notice. 
29 (2) When the debt that appears on the notice is 
30 satisfied. 
31 c. For the notice to be effective, the buyer of 
32 the livestock must have received the notice prior to 
33 the time the buyer has made full payment to the person 
34 engaged in farming operations. The notice is not 
35 effective against any payments made prior to receipt 
36 of the notice. 
37 d. Within fifteen days of the satisfaction of the 
38 debt, the secured party shall inform in writing each 
39 potential buyer listed by the debtor to whom the 
40 notice provided in paragraph "e" has been sent that 
41 the debt has been satisfied. 
42 e. A debtor engaged in farming operations who has 
43 created a security interest in farm products which is 
44 livestock shall provide the secured party with a 
45 written list of potential buyers of the farm products 
46 at the time the debt is incurred if the secured party 
47 requests such a list. The debtor shall not sell the 
48 livestock to a buyer who does not appear on the list 
49 unless the secured party has given prior written 
50 permission or the debtor applies the proceeds the 

-1-



1 debtor receives from the sale o the debt wit~in 
2 fiftee~ days of the dat~ of sa e. A debtor who 
3 knowingly or i:1tcntio~ally sel s the livestock in 
4 violation of this paragraph is gu1lty of an aggravated 
5 misdernea~or. 
6 f. A buyer of farm prodJcts which lS livestock 
7 buy~ng from a person engaged in farming operations 
8 shall issue a check for payment jointly to the debtor 
9 and those secured parties from whom the buyer has 

10 received prior written notice of a security interest. 
ll A buyer who issues a check jointly payable as 
12 specified in this subsection takes the livestock free 
13 of a security interest created by that person's 
14 seller. A buyer who does not issue a check jointly 
1~ payable as specifted in this subsection does not take 
16 the livestock free of a security interest created by 
17 that person's se:ler. A buyer shall not w~thhold all 
18 or part of the payment to satisfy a prior debt. 
19 However, the buyer may Wlthhold the costs incurred by 
20 the purchaser to market or transport the livestock if 
21 such costs are part of the agreement to purchase the 
22 livestock. 
23 NEW SUBSECT:ON. 5. a. A buyer in ordinary course 
24 of bustness buying farm rroducts other than livestock 
25 from a person engaged in farming takes free of a 
26 secur~ty interest created cy that person's seller, if 
27 al~ of the following conditions are met: 
28 (l) The buyer shall obtain from the seller or the 
29 seller's designated agent an affidavit of disclosure 
30 of security interest. 
3l (2) The seller or the seller's designated agent 
32 shall complete and sign the affidavit and disclose the 
33 name and address of any person who holds a security 
34 interest in the farm products or makes a written 
35 disclosure that a security interest has not been given 
35 in the farm products. 
37 (3) The buyer pays for the farm product by 
38 issuing a check jointly in the name of the seller and 
39 che name of all secured parties listed in the 
40 affidavit. 
41 b. The department of agriculture shall adopt by 
42 rule a form to be used for the affidavit required in 
43 paragraph "a". The affidavit shall. clearly and 
44 conspicuously state that the failure to fully disclose 
45 all persons holding a security interest in the farm 
46 product being sold is an aggravated misdemeanor. 

" 47 c. A seller or the seller's agent who fails to 
48 fully disclose in the affidavit required in paragraph 
49 "a'' all persons holding a security interest in the 
50 farm products being sold is gYilt' of an aggravated 
Page Three 

l misdemeanor." 
BY FOGARTY of Palo Alto 
VAN ~1AANEN of Mahaska 
~:- 36 32/ FJ~ED _!\\RIL 3, 19 85 
7rfP .,t~ ~ ,f· ' 40v--' 

' " 

PF.LL.!;;TT of Cass 
HALVORSON of ~1ebs ter 
CARTER of Henry 

I 

• 

• 



PAGE EIGIITEEK, APRIL 8, 1985 HOUSE CLIP SHEET 

HOUSE FILE 554 
::-3669 

l 
2 
3 
4 
5 
6 
7 
8 
9 

10 
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 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

·e:~ 
49 
50 

Amend House File 554 as follows: 
1. Page l, line 9, by striking the words ''and 

even though the buyer knows of its existence'' and 
inserting the following: "a~d-ewe~-tho~9h-the-b~ye~ 
k~o~5-of-it5-exi5te~ee''. 

2. By striking page l, line 15, through page 3, 
line 6, and inserting the following: 

"Sec. 2. Section 554.9307, Code 1985, is amended 
by adding the following new subsection: 

NEW SUBSECTION. 4. a. A buyer in ordinary course 
of business buylng 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 the buyer 
receives prior written notice of the security 
interest, or unless the buyer purchases the farm 
products outside of the seller's trade area, or the 
buyer's principal plac~ of business is located outside 
of the seller's trade area. The "seller's trade area" 
consists of the county in which the seller resides or 
a county that is contiguous to or corners upon the 
county where the seller resides. "Written notice'' 
means a writing which may contain information 
regarding more than one debtor and more than one lien 
and contains all of the following: 

(l) The full name, address and social security or 
tax identification number of the debtor. 

(2) The full name and address of the secured 
party. 

(3) A description generally identifying the farm 
products subject to the security interest. 

(4) The date and signature of the secured party. 
b. The written notice expires on the earlier of 

either of the following dates: 
(l) Eighteen months after the date the secured 

party signs the notice. , 
(2) When the debt that appears on the notice is 

satisfied. 
c. For the notice to be effective, the buyer of 

the farm products must have received the notice prior 
to the time the buyer has made full payment to the 
person engaged in farming operations. The notice is 
not effective against any payments made prior to 
receipt of the notice. 

d. A debtor engaged in farming operations who has 
created a security interest in farm products shall 
provide the secured party with a written list of 
potential buyers of the farm products at the time the 
debt is incurred if the secured party requests such a 
list. The debtor shall not sell the farm products to 

-1-



1 ~ . '•.f'='' J(,.· I.!, t··~ : ·J! rt;;F(·ci.; (_):'· :::::c i lSt. :;r is not 1n 
2 triP :.t:'t-t~Jt ·~ • !.3<~t.' ar{'a UT)le':>s thr s~c~red party has 
3 gJ.v,..r l-·'- :1> ... ~ \• '~ •. ~~t-::r:lSSlor~ or the d~OtDr applies 
4 the .(JI·(,( J.-<•v!) tt:(:" (: .... t.~ ... ,r :ecf>i ... :es Lrom the saie to the 

--:"",.5 de~\. .., . .lll'·••- ; ~ tt ... , .. , . .:~::ys <'I tr.~ O~t.t':' of ~etle. A 
6 dcbi...vL ~ •. { ..,,,,..,,{,,: .. ,. li':~;:~:·:.~,~~J.. ::.;t:"il$ th2 farm 
7 ~·.":':... .. ~::> 1. ·.: ~ ..... l ,:_: ..J( t~1lS ~~~!"a'3r~ph i~ guilty Of 
8 ar. d.;;'jt .... •;_.t"='~ 1"\=.(.:.~n.,~-::a·~('r. 
9 t--:. ;l_ i·~··:•:t •·t t.,d; :;-rot;;,.~i.~ :. .. \.y:n·~ f,.._,rn d pet'son 

10 f.,-.~J~~ ... -~ · .. [;;, .. : .. ~, •.-;.-,-o:..i._- .• ~ !>: . .,~~ iss~t; d chec~ for 
11 i·,;.-i;;_,-... :. J _ •• : ;_ .. ;_ ...... :.i ... : t;etJ~ul r.~.,,J thv-,~ =..t.:cured 
12 pt·\;::_:,;__; .. ~n•· ............. :}L..ver has tt::\..t.:~vtJ f.n:ivr written 
13 ........ -- -£ • •·· _t•,· :;·~~.rest. ;.. l:..·'ytc -.he issues a ,,.._, 1.. ,;. \·..!. c .'-. ..:.. ( •. J.. • - ..... 

14 ~he.:~--~-- ~ :-' .. _ . .-.:-.~.: :...-, ·.sp~cif~..__; _:_,, u~,;,~ :i..JL5ection 
15 ~.~:::s ,__ _ ;. :. free of .:. security interest 
16 cre<~:,•.; ~;, , ,_ ;.·-··· :.;;·_ ·" seller. ;:.. bU]'E>r who does not 
17 issuP" -~ ~-~... ·:;. ..:·<Jvable as sp~cified in this 
18 Stihs.:--rt- ir-;-- ......... c.....: ...... (.' ; -?!:?. fa!'m t)'!'"A,1,1rt-t:: frpe of a 
19 
20 
21 
22 
23 
24 

sec._.r 1,'_ .: • e:: ·: :-r.:,;·~2d by !:.hdt person's seller. A 
buyer std!: .. _, ~.c'ncld all or p~rt of the payment to 
satis(y il r•. ·~- ,j~:-~. ·,,owec·.,r, th!? buyer may withhold 
th? costs icci.,;, :~<-: b 1• !:he purchaser to market or 
transport the f~rro ~roducts if such costs are pact of 
the <~~ceem~~t tu pccchase ~he facm products." , 

ll-16G~ v-;-·,:.·;, ,. 'J•" l]'~) 

f< £l'X,.,f -~· "-~~ 4 311"1, 3 7..>.-' 

. <'h"/f" ,- ( j ~-~.u) ·:-:_:::;~ 
:i-3663 

1 A.'Toend H::>CJS<" ;.,o.-.!IL.7>e:•L il-3630 to House File 554 as 
2 follo~o·s: 

3 1. ?age 2, l1r.,; -~ .. ~~· ::-1serting after the word 
4 ''who'' ~he fol1:wi~1= ··K~,owingly or intentionally''. 
5 2. Page 2, •ic.e ·,o, oy :.nserting after the word 
6 ''sold'' t~e fsli~~ing: ··a~d who has not received prior 
7 written perttlSSl";· tr.:r the secured party to sell the 
8 farm prvCa .. ....;.._., a.;~ ;.:oc does not apply the proceeds of 
9 the sale to t~• ~ent ~:thin fifteen days of the sale". 

11- 3G63 F~:.:~· ; · · 
f~~ v/e: ..//o (.:f-~.;._;_ ... ~) 

?~ PELLETT of Cass 

H-3666 

1 

HOUSE FILE 554 

2 

3 6. 

A.~end House File 554 as follows: 
1. By striking page l, line 15 through page 3, 

!!- 366f; FILED APRIL 4, 1985 
<?/d "/;P (;r i'f3 7 ) 

' 

13Y COCHRAN of \1ebster 

• 

I 

j I 

line 



llOCSE FILE 554 

I 1\.mend amendment H-3672 to House File 554 as 
2 follows: 
3 1. Page l, by inserting after line 11 the 
4 following: 
5 '' Page 3, by inserting after line 6 the 
6 follmling: 
7 ''Sec. Section 554.9404, subsection l, Code 
8 1985, is amended to read as follows: 
9 l. If a financing statement covering consurr.er 

10 goods lS filed on or after January l, 1975, then 
11 within one month or within ten days following written 
12 demand by the debtor after there lS no outstanding 
13 secured obligation and no commitment to make advances, 
14 incur obligations or otherwise give value, the secured 
15 party must file with each filing officer with whom the 
16 financing statement was filed, a termination statement 
17 to the effect that the secured party no longer claims 
18 a security interest under the financing statement, 
19 which shall be identified by file number. If a 
20 financing statement covering farm products rs-Iiled, 
21 then within sixty davs, or within ten days following 
22 written demand by the debtor, after there is no 
23 outstanding secured objection and no commitment to 
24 make advances, incur obligations, or otherwise give 
25 value, the secured party shall file with each filing 
26 9fficer with whom the financing statement was filed, a 
27 termination statement to the effect that the secured 
28 party no longer claims a security interest under the 
29 financing statement which shall be identified by file 
30 number. In other cases whenever there is no 
31 outstanding secured obligation and no commitment to 
32 make advances, incur obligations or otherwise give 
33 value, the secured party must on written demand by the 
34 debtor send the debtor, for each filing officer with 
35 whom the financing statement was filed, a termination 
36 statement to the effect that the secured party no 
37 longer claims a security interest under the financing 
38 statement, which shall be identified by file number. 
39 A termination statement signed by a person other than 
40 the secured party of record must be accompanied by a 
41 separate written statement of assignment signed by the 
42 secured party of record complying with section 
43 554.9405, subsection 2, including payment of the 
44 required fee. If the affected secured party fails to 
45 file such a termination statement as required by this 
46 subsection, or to send such a termination statement 
47 within ten days after proper demand therefor the 
48 affected secured party shall be liable to the debtor 
49 for one hundred dollars, and in addition for any loss 
50 caused to the debtor by such failure."'' 

Pasc 2 
1 2. Renunber as nece$sary. 

H-368G FlLI:D APRIL 8, 1985 
4';_ o '~/ ·I '~ , ('~ o 't,_., 'rf' 1'/A) 

by pellett of Cass 
liandorf of Marshall 



r 
II- ]h"J? 

iiOUSF FILE C)54 

1 ;..r.:e:od Hc:;;se file 554 as follows: 
2 !. Page 1, by striking lines 23 through 28 and 
3 inserting the following: ''''Written notice'' means a 
4 writir•g wh1ch may contain information regarding more 
5 th""' one debtor and more than one lien and shall 
6 contain all cf the following:··. 
7 ~. ?age l, by striking lines 33 and 34. 
8 3. Page 2, by s~riking line l. 
9 4. PagE: 2, line 26, by striking the words "a 

10 serious'' and ir1serting the following: "an 
11 aggri!·:.;~ed". 

12 5. Ren~rnber as necessary. 

II- en;,? !';LED APR.i.L 4, l98S IJY fOGliRTY of Palo Alto 
:'4:-"....\ of~ dJ, (~ 14-)io ) 



A PAGF. SIX, A?RIC. 11, '.985 

., !iO~JSE 

!!OUSE CLIP S:;;::;:::-

F7":.s 554 
li- 3722 

1 Amend amendment H-3669 to House File 554 as 
2 follows: 
3 1. Page 2, by inserting after line 24 the 
4 following: 
5 " ?age 3, by inserting after line 6 the 
6 following: 
7 "Sec. Section 554.9404, subsection 1, Code 
8 1985, is amended to read as follows: 
9 1. If a financing statement covering consumer 

10 goods is filed on or after January 1, 1975, then 
ll within one month or within ten days following written 
12 demand by the debtor after there is no outstanding 
13 secured obcigation and no commitment to make advances, 
14 incur obligations or otherwise give value, the secured 
15 party must file with each filing officer with whom the 
16 financing statement was filed, a termination statement 
17 to the effect that the secured party no longer claims 
18 a security interest under the financing statement, 
19 which shall be identified by file number. If a 
20 financing statement covering farm products ~iled, 
21 then within sixtv days, or within ten days following a 22 writ ten demand by :::he debtor, after there is no 

W23 outstanding secured objection and no commitment to 
24 make advances, incur obligat1ons, or otherwise give 
25 value, the secured party shall file with each filing 
26 officer with whom the financing statement was filed, a 
27 term1nation statement to the effect that the secured 
28 party no longer cla1ms a security interest under the 
29 financing statement which shall be identified by file 
30 number. In other cases whenever there is no 
31 outstanding secured obligation and no commitment to 
32 make advances, incur obligations or otherwise give 
33 value, the secured party must on written demand by the 
34 debtor send the debtor, for each filing officer with 
35 whom the financing statement was filed, a termination 
36 statement to the effect that the secured party no 
37 longer claims a security interest under the financing 
38 statement, which shall be identified by file number. 
39 A termination statement signed by a person other than 
40 the secured party of record must be accompanied by a 
41 separate written statement of assignment signed by the 
42 secured party of record complying with section 
43 554.9405, subsection 2, including payment of the 
44 required fee. If the affected secured party fails to 
45 file such a termination statement as required by this 
46 subsection, or to send such a termination statement 

-

47 within ten days after proper demand therefor the 
' 48 affected secured party shall be liable to the debtor 

49 for one hundred dollars, and in addition for any loss 
SO caused to the debtor by such failute."" 

-1-



?AGE SEVEN, APRIL ll, 1985 

H-3722 
Puge Two 

HOUSE CLIP SHEET 

1 2. Renumber as necessary. 

H-3722 FILED APRIL 10, 1985 
ADOPTED ( ~ N 3~ ) 

BY PELLETT of Cass 
HANDORF of Marshall 

HOUSE FILE 554 
H- 3719 

l Amend House amendment H-3669 to House File 554 as 
2 follows: 
3 1. Page 2, line 5, by inserting after the word 
4 ''sale" the following: "or delivery, whichever is 
5 later". 

H-3719 FILED .ll.PRIL 10, 1985 
ADOPTED \,f 'i!J 

BY HARBOR of Mills 

HO!;SE FILE 554 
H-3725 

1 Amend House File 554 as follows: 
2 1. Title page, by striking lines 1 through 4 and 
3 inserting the following: ''An Act relating to security 
4 interests in farm products and providing penalties." 

H-3725 FILED APRIL 10, 1985 BY PELLETT of Cass 
ADOPTED BY UNANIMOUS CO~SENT 

(,.,_.r Nt 7) u 0 
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~ • HousE FILE ss .f 

-. 

BY COtA.MITTEF. ON AGRICULTURE 
4~~ f- J :t. 3</.s <tl,/c>-

(As Amended and Passed by the House fl.pril 10, 1985) 

Passed House, Datej-/o-cs!(i.,CJ7)Passed Senate, Date 4- .2.~-!l'S:(f·l~c!i') 
Vote: Ayes 9f Nays s- Vote: Ayes t{-..l. Nays .:>.. 

l An Act relating to security interests in farm products and 

providing penalties. 2 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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s. F. :-;. • r • 

1 Sect1cn ~· Sectio~ 5~4.9307, subsecticn l, Code 1985, is 

2 a~e~ded to reac as ~allows: 

3 l. A E:xceot as 8r::-vi.ceC :.r. SL!:>sec;tior. 4, a bl!yer .in 

4 ordinary cctJrse ~~ b~s:~ess t~nb~ee~ion-·9-ef-seet±o~-5S47~~9lt 

5 othe~-than-e-per~en-b~y±ng-f~rrn-p~adtle~~-E~e~-8-pe~~en-e~9aged 

6 in-~e~~±Mg-o?e~ette~~ as CeEined in sec:icn 554.1201, 

7 subsectic~ 9, ta~es free of d securi:y interest created by 

8 that person's sel:er even tho~gh tte security interest is 

9 perfected ~~e-eveM-t~~tl~~-t~e-~~ye~-~newe-ot-±t~-e~iste~ee. 

lO For pur 2.~:?~~-g-~ ~-~--t~ ~-~-- ~e~_t_~ ?-~: L .. a __ ~-~y_e__~~ butt~.--l~-C?~d i nary 

12 aaent, c~ other cerso~ e~gaged in the b:1siness of receiving 

13 livestoc:Z as d•!fined in sec::ion l89A.2 on commission for or on 

14 behalf of another. 

15 Sec. 2. Sectio~ 554.9307, Code 1985, is amended by adding 

16 the following new subsection: 

17 NEW SC'BSECTION. 1. a. A buye~ in ordina~y course of 

J.8 busi~ess b~ying ~arm products from a person engaged in farming 

19 operations ta~es free of a sec~rity interest created by that 

20 perso:t's seller even though the security interest is 

21 perfected, 11nless the buyer rece1ves prior written notice of 

22 the security interest, or u~less the buyer purchases the farm 

23 products outside of the se:ler's trade area, or the buyer's 

24 principa: p:ace of b~si!less ~s located outside of the seller•s 

25 t!"ade area. ':'he ".seller's trade area" consists of the county 

26 ir1 which the seller resides o: a county that is contiguous to 

27 or corners upon the county where the seller resides. 

28 notice 1
' means a writing which may contain information 

"Written 

29 regard~rlq more tha~ cne debtor and rnore than one lien and 

30 contains all of ~he following: 
I ' , 
' " ) 

The full name, address a~d social security or tax 

32 identification n~~ber of the debtor. 

33 (2) The full naxe and address of the secured party. 

34 (3) A desc~iptic~ generally identifying the farm products 

35 subject to the secur1ty interest. 

J 
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(~) ~he date ar1d sig:~a~~:e 0f t~e sec~~ed party. 

2 b. The writt0:~ :~~t:ce ex~~res on the ear~ie! of either of 

3 the foilow~~g da~es: 

4 (l) £ighteerl reonths a~te~ the date ~he secured party signs 

5 the notic~. 

6 (2) When :he debt that appears on the notice is satisfied. 

7 c. For the notice to be effective, the buyer of the farm 

8 prod~cts ntust have received ~he ~otice prior to the time the 

9 buy~r has ~ade f~ll payme~t to t~e person e:~gaged in farming 

10 cpe~a~io~s. The notice is ~ot e~~ective aga~nst a~y payme~ts 

ll n1ade prior :o receipt o~ ~he ~otice. 

12 d. A deb~or engaged in farming operations who has created 

13 a security interest i~ farm products shall provide the sec~red 

14 party with a written list of potential buyers of the farm 

~, pr<:•!ucts a~ the time the debt is incurred if the secured party 

-~6 
·;-17 

req~ests such a list. The debtor shall not sell the farm 

prodilC~s to d b~yer who does no~ appear on the list or is not 

18 irl t~e debtor's trade area ~rlless the secured party has given 

19 pciur written permission cr t~e debtor applies the proceeds 

20 the debtor receives from the sa:e to the debt within fifteen 

21 days of the date cf sale or de:ivery, whichever is later. A 

22 de~tor w~a knowingly or in~entic~ally sells the farm products 

23 i~ vio!ation of this paragraph is guilty of an aggravated 

25 e. A buyer of farm prod~cts buying from a person engaged 

26 "'' farming opera~ions shall issue a check for payment jointly 

27 to the debtor and those sec~red parties from whom the buyer 

28 has recei•;ed prior wrctten notice of a security interest. A 

29 b~yer who issues a check jointly payable as specified in this 

~~ subs~ction takes the farm products free of a security interest 

3l cr·e~~2d by tha~ perso~'s seller. A buyer who does not issue a 

32 check jointly ?ayable as spec!fied in this subsection does not 

~e f.a~~ products free o: a security interest created by that 

person's seller. A buyer sha:: not withhold all or part of 

35 ~he payment to satisfy a prior debt. However, the buyer may 

-2-
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• withhold the costs incurred by the purchaser to ~arket c~ 

2 transport t~e farm prod~icts 1f such costs are pa:t o~ the 

3 agreement to pu~chase the far~ products. 

~ Sec. 3. Section 554.9404, subsection 1, Code 1985, is 

5 amended to read as follo•.vs: 

6 l. If a financing statement covering consu~er goods is 

7 filed on or after January l, 1975, the~ wi~hi~ cne month or 

8 within ten days ~allowing written demand by tne deotor after 

9 there is no outstandi~g secured ohliga~ion and no co~nitment 

10 to make advances, incur obligations o~ otherw~se give value, 

ll the secured party must file with each fil1ng officer with whom 

12 the financing statement was f:led, a te:m!natior. statement to 

13 the effect that the secured party no longer claims a security 

14 interest trnder the financing stateme:1t, which shall be 

15 identified by file number. If a fi11a~~jQ9 statement covering 

l6 !.~~oducts is filed, then within sixty d_ays, or within ten 

17 da~followinc written demand by t..:~e_debtor, after there 1s no 

18 outstandinc secured obiection and rlo_commi!~ent to make 

19 advdnces, incur obligations, o::: otherwise give va.l_~~, the 

20 ~-ecl!red party shall file_ with each filing officer with whom 

21 the financin~-~tatement was f~led, a termination statement to 

22 the effect that the secure<!_£arty no long"r c;_~~1ns a security 

23 interest under the fina~cing state:ne~~ w}1j.ch shall be 

24 identifie<_::l.J?_y file number. Irl otl1er ca~es ~~enever there 1s 

25 no outstanding secured obligation and no commit~ent to make 

26 advances, incur obligations or otherwise g>ve value, the 

27 secured party must on written demand by the debtor send the 

28 debtor, for each filing of:icer with whom the financing 

29 statement was filed, a termination statement to the effect 

30 that the secured party no longer claims a security interest 

31 under the financing sta:ement, which shall be idencified by 

32 file number. A terminat1on statement signed by a person other 

33 than the secured party of record must be accompanied by a 

34 separate written state~ent or ass~g11nent signed by t~e sectJred 

35 party oE record complying with section 554.9405, subsectio~ 2, 

-3-
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1 including payment of the required fee. If the affected 

2 secured party fails to file such a termination statement as 

3 resuired by this subsection, or 

4 statement within ten days after 

5 affected secured party shall be 

6 hundred dollars, and 1n addition 

7 debtor by such failure. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

34 

35 

to send such a termination 

proper demand therefor the 

liable to the debtor for one 

for any loss caused to the 
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SENATE 5 
1985 

HOUSE FILE 554 

1 Amend House File 554 as amended, passed, and 
2 reprinted by the House as follows: 
3 1. By striking page 1, line 15 through page 4, 
4 line 7 and inserting the following: 
5 "Sec. 2. Section 554.9307, Code 1985, is amended 
6 by adding the following new subsection: 
7 NEW SUBSECTION. 4. a. A buyer in ordinary course 
8 of bus1ness buy1ng farm products from a person engaged 
9 in farming operations takes free of a security 

10 interest created by that person's seller even though 
11 the security interest is perfected and even though the 
12 buyer knows of its existence, unless the buyer 
13 receives prior written notice of the security 
14 interest. ''Written notice" means a writing which may 
15 contain information regarding more than one debtor and 
16 more than one lien and shall contain all of the 
17 following: 
18 (l) The full name, address, and social security or 
19 tax identification number of the debtor. 
20 ( 2) The full mime and address of the secured 

•

party. 
~ (3) A description of the collateral. 
' (4) The date and signature of the secured party. 

24 b. The written notice expires on the earlier of 
25 either of the following dates: 
26 (1) Eighteen months after the date the secured 
27 party signs the notice. 
28 (2) When the debt that appears on the notice is 
29 satisfied. 
30 c. For the notice to be effective, the buyer of 
31 the farm products must have received the notice prior 
32 to the time the buyer has made full payment to the 
33 person engaged in farming operations. The notice is 
34 not effective against any payments made prior to 
35 receipt of the notice. 
36 d. Within fifteen days of the satisfaction of the 
37 debt, the secured party shall inform in writing each 
38 potential buyer listed by the debtor to whom the 
39 notice provided in paragraph "e" has been sent that 
40 the debt has been satisfied. 
41 e. A debtor engaged in farming operations who has 
42 created a security interest in farm products shall 
43 provide the secured party with a written list of 
44 potential buyers of the farm products at the time the 
45 debt is incurred if the secured party requests such a 

•

list. The debtor shall not sell the farm products to 
' a buyer who does not appear on the list unless the 

secured party has given prior written permission or 
49 the debtor applies the proceeds the debtor receives 
SO from the sale to the debt within fifteen days of the 
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2 
3 
4 

SI:::<ATE 6 
... ?[UL 19, 1985 

s-3807 ;:>age 2 

1 date of sale. A debtor who knowingly or lntentionally 
2 sells the farm products in violation of this paragraph 
3 is guilty of an aggravated misde~eanor. 
4 f. A buyer of farm products buying from a person 
5 engaged in farming operations shall issue a check for 
6 payment jointly to the debtor and those secured 
7 parties from whom the buyer has received prior written 
8 notice of a security interest. A buyer who issues a 
9 check jointly payable as specified in this subsection 

10 takes lhe farm products free of a security interest 
ll created by that person's seller. A buyer who does not 
12 issue a check jointly payable as specified in this 
13 subsection does not take the farm products free of a 
14 security interest created by that person's seller. A 
15 buyer shall not withhold all or part of the payment to 
16 satisfy a prior debt. However, the buyer may withhold 
17 the costs incurred by the purchaser to market or 
18 transport the farm products if such costs are part of 
19 the agreement to purchase the farm products.". 

--3791 

By BOSWELL, PRIEBE, GETTINGS, 
\.YALDSTE IN, VANDE HOEF, HESTER, 
SOORHOLTZ, A.MILLER, PALMER, 
HOLT, NEIGHBOUR, GOODWIN, BROWN, 
RODGERS, NYSTROM, WELLS and 
C.MILLER 

HOUSE FILE 554 

lvncnd Ilousc FiJ.c..: f)'J': ~ts on;. ·1dcd, pu::>scd and 
reprin~cd by the llouse ilS f<·i ::,v;s; 

1. P<.1gc I, Jin1.: 31, by str1kin<J ti'C word:~ 
"social security or". 

Filed April 17, 
o/0 4-~3(j16o>-) 

1985 By LIND 



SENATE 22 
APRIL 23, 1985 

~916 HOUSE FILE 554 

l Amt-:•nd .::tt':lend:!:e::t ~>-3Ht;7 ~:o !iOtl~·.~~ f-'il~~ 554 as 
2 an:C?nd(~d, pas!>ed, .. lnd c···u:· int:e·J t)y ::!:e !io~~~.c a~; 

3 follows: 
4 1. Jy st~~~i11g page :, li~e 7 :hrough page 2, 
5 line lY a:1d ii15erti!lS tt:e fol!o~ing: 
6 ''~1£'.-1 SUBSEC'PION. 4 . .1. :'\t t!le ::ime a seci.!rity 
7 interes~ is taken ir1 fariil prod~1cts, ~he secured party 
8 shall issue to the pe~son qra;l~~~g the secur~ty 
9 interest a certl~icate C?'i~C~:nciJlq ::he s~~cu:ity 

10 interest. The cert~ficate shall contain a statement 
ll that, withot;t writte~ per~issiCll fro:n tne sccltred 
12 party, a person Hho b~ys the fQri:l products in which 
13 the security ~~:e:es~ is ta~e:: sh~ll isstJe all checks 
14 jointly to the seller a:)d the sectJre~ ?arty. 
iS o. i\t the rec;c:es~ o~ • L.: per,.;on selling f<>rm 
16 prc<iuct~ a le1~der sr.all issue :t c0rti!:ic.:lte that the 
17 persorl does ilCt ~1avc a security i:1terest iA the farm 
18 products if the person in Eact does not have such a 
19 securitj interes:. 
20 c. A buyer in t!1e ~:rlinary ~Otirse of business 

• 

buying ~arm prod:.:cts :rem .1 person selling farm 
~ products takes ~ree of a secur5.ty i:1terest created by 

t~at person's seller eve~ ~tocgh tt1e security interest 
24 is pertected i: aL~. oE tLe following conditions are 
25 met: 
26 (l) At the ti~e o: sale, tl1c buyer requests that 
27 the se~ier cr t~e sell~r·s des~gnated c~ent present to 
28 the buyer all certific~tcs relati119 to ~he farm 
29 products being sold wh!ch have nc: been superseded by 
JO a more recent certificate. 
31 {2) The buyer refuses to isstte a check or 
32 otherwise pay u1~til the seller or the sel!er•s 
JJ des~gnated age;lt has provided tje buyer with 
34 certificates or1 the far:n products. 
JS (3) The b11ye~ issue~ the cl1eck payable joi11tly to 
36 the seller and all cersons listed in the ce~tificates 
37 presented as having"a security interest in the farm 
38 products. 
39 ( 4) ;\ oei".son t.;ho s(· L ls Earn o;:-oducts •,;i thout 
40 presentmc:~t of a ccrtif ~cate s~Ll~ll sign a st.at~ment 
41 prov1ded oy the buyer ~~ating that tl1ere are no 
42 security inter('):;ts in thP f~1rm pr\·,duct.~~-
,11 d. 'i'IH .... :.•'l"":l'l.t:"f nl ·.r il•' ·:t~..ll p1•":.·rih•' J•llr~:tl.lllr 

•1•1 to tllf! t:JJ•-·r.uklil'J 1-':rJc•·•l•Jr•.", <,t cl: .. !pLt:r .i Ji\ Uu~ Lur1:1 
45 ,1nd content of the cen.ificate a:1d statc:r.ent require<J 
46 by this section. 

··•· agg~~va~e~e;.t~~e~~a;~~mi~r~~~c~~l t~r g~~!~y a~~ ~~ the 
followlng: 

50 (l) Alters~ ce:t'ficate iss~ed under paragraph 



SENATE 23 
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S-3916 page 2 

l "a" or 11 b 11
• 

2 (2) Sells farm products without presenting to the 
3 buyer all certificates on the farm products which havP 
4 been issued and have not been suoerseded. 
5 (3) Presents the buyer with a certificate that has 
6 been superseded. 
7 (4) Executes a statement pursuant to paragraph 
8 "c", subparagraph (4), that there are no security 
9 interests on the farm products when the seller knows 

10 that there are security interests on the farm 
11 prg4tct~." 

S-3916 Filed April 22, 1985 
a.~ "~-1~.?/J"-> (cf 1<·•1) 

S-3913 

By PRIEBE, TAYLOR, TIEDEN, DOYLE 
WALDSTEIN, A.MILLER, SOORHOLTZ, 
COLEMAN, PALMER & RODGERS 

HOUSE FILE 554 

1 Amend the amendment S-3807 to llouse File 554 as 
2 amended, passed and reprinted by the House as 
3 follows: 
4 1. Page 1, line 18, by striking the words "social 
5 security or". 

S-3913 Filed Alril 22, 
f /"<"-'' <O/c "f/_:..3 , (/I~'-' I ) 

1985 By LIND 





SENATE 8 
APRIL 24, 1985 

s-3921 page 2 

1 secretary of state; otherwise, five dollars. Upon 
2 request and the payment of the appropriate fee the 
3 filing officer shall furnish a certified copy of any 
4 filed financing statement or financing statement 
5 changes or verified lien statement or lien statement 
6 changes for a uniform fee of one dollar per page. 
7 However, there shall be no charge for a verbal request 
8 or a certificate if the request is from a buyer of 
9 farm products and the request is in regards to the 

10 farm products." 
ll 2. Renumber as necessary. 

S-3921 Filed April 23, 1985 
w/ d "!/...·3 /.rs/if;c; o ,_) 

By MURPHY 

... 
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!'AG2 FOUR, P...?P,IL 2S, 1985 HOUSE CLI? S!:I:;·-: 

P.-3996 
l Amend Bouse File 554 as amended, passed, and 
2 reprinted by the House as fellows: 
3 1. By striking page 1, line lS through page 4, 
4 line 7 and inserting the following: 
5 "Sec. 2. Section 554.9307, Code 1985, is amended 
6 by adding the following new subsection: 
7 NEW SUBSECTION. 4. a. At the time a security 
8 interest is taken in farm products, the secured party 
9 shall issue to the person granting the security 

10 interest a certificate evidencing the security 
ll interest. The certificate shall contain a statement 
12 that, without written permission from the secured 
13 party, a person who buys the farm products in which 
14 the security interest lS taken shall issue all checks 
15 jointly to the seller and the secured party. 
16 b. At the request of the person selling farm 
17 products a lender shall 1ssue a certificate that the 
18 person does not have a security interest in the farm 
19 products if the person in fact does not have such a 
20 security interest. 
21 c. A bt1yer in the ordinary course of business 
22 buying farm products from a person selling farm 
23 products takes free of a security interest created by 
24 that person's seller even though the security interest 
25 lS perfected if all of the following conditions are 
26 met: 
27 (l) At the time of sale, the buyer requests that 
28 the seller or the seller's designated agent present to 
29 the buyer all certificates relating to the farm 
30 products being sold which have not been superseded by 
31 a more recent certificate. 
32 (2) The buyer refuses to issue a check or 
33 otherwise pay until the seller or the seller's 
34 designated agent has provided the buyer with 
35 certificates on the farm products. 
36 (3) The buyer issues the check payable jointly to 
37 the seller and all persons listed in the certificates 
38 presented as having a security interest in the farm 
39 products. 
40 (4) A person who sells farm products without 
41 presentment of a certificate shall sign a statement 
42 provided by the buye~ stating that there are no 
43 security inte~ests in the farm products. 
44 d. The secretary of state shall prescribe pursuant 
45 to the rulemaking procedures of chapter l7A the form 
46 and content of the certificate and statement required 
47 by this section. 
48 e. A seller of farm products is guilty of an 
49 aggravated misdemeanor if the seller does any of the 
50 following: 

-1-
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l (l) Alters a certificate issued under paragraph 
2 "a" or ttbu. 
3 (2) Sells farm products without presenting to the 
4 buyer all certificates on the farm products which have 
5 been issued and have not been superseded. 
6 (3) Presents the buyer with a certificate that has 
7 been superseded. 
8 (4) Executes a statement pursuant to paragraph 
9 "c", subparagraph (4), that there are no security 

10 interests on the farm products when the seller knows 
ll that there are security interests on the farm 
12 products." 

li-3996 FILED APRIL 24, 1985 

HOUSE FILE 554 
H-4JS8 

·1 !\mend the Senate amendment, H-3996, to House File 
2 554, as amended, passed, and reprinted by the House, 
3 as follows: 
4 l. Page 2, by striking line 12 and inserting the 
5 fcllowing: "products. 
6 Sec. Section 570A.4, Code 1985, is amended by 
7 adJing the following new unnumbered paragraph: 
8 ~~EW UNNUMBERED PARAGRAPH. Notwithstanding 
9 sabsect1on 5, any agr1cultural supply dealer filing-a 

10 VE,~fied lien under subsection 5, shall request from 
11 the secretary of state a certificate or from any other 
12 so~:ce a statement showing any effective financing 
13 statement or verified lien statements naming the 
14 debtor and the crops or livestock to which the lien 
15 atcaches." 

H-40S8 FILED APRIL 25, 1985 BY KOENIGS of Mitchell 
~i/1.) 'i I" r,. ( f 11 ~ D } 
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Agriculture: Fogarty, Chair; Carte:-. Halvorson of Webster. Pellett and \'an Maa~t"f'l. -- ,) / 

. HOUSE FILE •-J 57 
BY (PROPOSED COMMITTEE ON 

AGRICULTURE BILL) 

Passed Senate, Date. _______ _ Passed Bouse, Date _____________ _ 

Vote: Ayes ________ __ Nay a ________ __ Vote: Ayes. _______ _ Nays. _______ _ 
Approved ______________________ _ 

A Bll.I, FOR 
1An Act relating to the security interest in farm products pur-

2 chased by a buyer in the ordinary course of business from 

3 a person engaged in farming operations and providing 

4 penalties. 

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 

24 

25 



S.F. B.F. 

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

3 1. A Except as provided in subsection 4, a buyer in 
4 ordinary course of business t~ttb~eet~eft-9-e£-~eet~eft-554Tiz8it 

5 ether-theft-e-per~oft-btty~ft9-£ara-preattets-£rem-a-persoft-eft989ed 
6 ±ft-rerm±ft9-eperet±efts as defined in section 554.1201, 
7 subsection 9, takes free of a security interest created by 
8 that person's seller even though the security interest is 

9 perfected and even though the buyer knows of its existence. 
10 Sec. 2. Section 554.9307, Code 1985, is amended by adding 

11 the following new subsection: 
12 NEW SUBSECTION. 4. a. A person buying farm products from 

13 a person engaged in farming operations is not protected by 
14 subsection 1 if the person has received prior written notice 

15 of the security interest. "Written notice" means an original 
16 financing statement effective under section 554.9402, or a 
17 _carbon, photographic, or other reproduction of an original 
18 financing statement signed by the debtor or a notice on a form 

19 prescribed by the secretary of state, or a carbon, 
20 photographic, or other reproduction of the form that contains 

21 all of the following: 
22 (1) The full name and address of the debtor. 

23 (2) The full name and address of the secured party. 
24 (3) A description of the collateral. 
25 (4) The date and location of the filing of the financing 
26 statement. 
27 (5) The date and signature of the secured party. 
28 (6) The date and signature of the debtor. 

29 b. The written notice expires on the earlier of either of 

30 the following dates: 
31 (1) Eighteen months after the date the secured party signs 

32 the notice. 

33 
34 

(2) When the debt that appears on the notice is satisfied. 
c. For the notice to be effective, the buyer of the farm 

35 p~oducts must have received the notice prior to the time the 
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1 buyer has made full payment to the person engaged in farming 
2 operations. The notice is not effective against any payments 
3 made prior to receipt of the notice. 
4 d. Within fifteen days of the satisfaction of the debt, 
5 the secured party shall inform in writing each potential buyer 
6 listed by the debtor to whom the notice provided in paragraph 

7 "e" has been sent that the debt has been satisfied. 
8 e. A debtor engaged in farming operations who has created 
9 a security interest in farm products shall provide the secured 

10 party with a written list of potential buyers of the farm 
11 products at the time the debt is incurred if the secured party 
12 requests such a list. The debtor shall not sell the farm 
13 products to a buyer who does not appear on the list unless the 
14 secured party has given prior written permission or the debtor 
15 satisfies the debt within fifteen days of the date of sale. A 
16 debtor who knowingly or intentionally sells the farm products 
17 in violation of this paragraph is guilty of a serious 
18 misdemeanor. 
19 f. A purchaser of farm products buying from a person en-
20 gaged in farming operations shall issue a check for payment 
21 jointly to the debtor and those secured parties from whom the 
22 purchaser has received prior written notice of a security in-
23 terest. A purchaser who fails to issue a jointly payable 
24 check is not protected by this section. A purchaser shall not 
25 withhold all or part of the payment to satisfy a prior debt. 
26 However, the purchaser may withhold the costs incurred by the 
27 purchaser to market or transport the farm products if such 
28 costs are part of the agreement to purchase the farm products. 
29 EXPLANATION 

30 This bill provides that a buyer in the ordinary course of 
31 business who purchases farm products from a person engaged in 
32 a farming operation takes free of a security interest created 
33 by the seller unless prior to making full payment the buyer 
34 receives a notice from the secured party that the secured 
35 party has a security interest. The debtor is required to pro-

-2-



·' 
• 

S.F. ---- H.F. 

1 vide the secured party if requested a list of potential 
2 buyers. The debtor is guilty of a serious misdemeanor if the 
3 debtor knowingly or intentionally sells the farm products to 
4 another person unless the secured party has given written 
5 permission or the debtor satisfies the debt within fifteen 
6 days of the date of sale. A purchaser who receives notice of 

7 the security interest shall issue any payment check jointly in 
8 the name of the seller and the secured party. 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 
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33 
34 

35 

-3-

LSB 2150H 71 

rr/rr/8 

• 

• 

• 



-
tiOUSE FILE SS4 

AN ACT 

RELATlNG TO SECURlTY lNTERES-rS IN FARM PRODUCTS AND PROVlOING 
PENALTIES. 

BE IT ~»ACTED B~ 7HE GENERAL ASSCMDLY OF THE STATE OF IOWA: 

Section 1. Section 5S4.9J07, subsection 1, Code 1985, 1s 

amended to read as follows: 

l. A Except_!!_ provided !~_subs~£_~ion 4, a buyer ln 

ordinary course of buslness ts~b~eetion-9-of-sectlon-~s••li9lt 
othe~-tnan-a-pe~son-bttyt~9-farm-products-fro~-a-pcrso~-e~9D9Cd 

ln-farmi~~-operatto~~ ~-defined in section_~S4.1201, 

~~ion 9 1 takes free of a security interest created by 

that person's seller even thou9h the security interest is 

perfected and-even-tho~9h-the-buyer-knows-of-it3-existenee. 

For purposes ot thl!._!!~.t!.£!.l.!_a buyer or.-~!!Y!!. in ordinarl: 
course of business include!! a~_ . .£2..'!l'flission merchan~.L_sellinq 

agent, or other_~!!£D. .. ~!'.5lc!9...ed in the bus~!'~.!~ of receiving 
live!tock as defined in sec.~l21!.J...!!2A. 2 on commls~lon for or orr 
behalf of _.!!lP.ther. 

Sac. l. Section S54.9l07, Code 1985, is ~mended by addin9 

the following new subsection: 

m:w SOBSEC'f.!.Q~· 4. a. A buyer in ordinary course of 

business buying farm products from a person en9aged ln far~ing 

operations takes free of a security interest created by that 

person's seller even though thf! security interest is 

perfected, unless the buyer rec~ivcs pdor written notice of 

the security interest, or unless the buyer purchasea the fac~ 

products outside ot the seller'$ trcldt.' 4CCcl, or the buyer''$ 

pc i nci.pal place of business is located outside of the seller's 
trade area. The ''seller's trad~ area'' consists of the county 

in ~hi.ch lhe seller re~ldel; oc a C011nty that is contiqu<lUS to 

or corners upon the county ~here the ~~ller resides. ''Wci.ttdn 

notice" means a writin9 which fl1<ty contain inform.1tion 

r('qarJin9 more than one dt.'btor and more th.tn one ll~n and 
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contains all of the following: 

(lJ The full name, address and social security or tax 
identification number of the debtor. 

12) The full name and address of the secured party. 

13) A descript1on generally identifying the farm products 
subject to the security interest. 

(4) The date and sl9nature of the secured part~. 

b. The written notice expires on the earlier of either of 
the followin9 dates: 

(1) Eighteen months after the date the secured party signs 
the notice. 

(21 When the debt that appears on the notice is satisfied. 
c. Poe the notice to be effective, the buyer of the farm 

products ~ust have received the notice prior to the time the 

buyer haa made full pa~ment to the person engaged ln farming 

operations. 7he notice is not effective a9alnst any payments 
made prior to receipt of the notice. 

d. A debtor engaged in farming operatiOnQ ~ho has created 

a security interest ln farm product& shall provide the secured 

party with a written list of potential buyers of the farm 

products at the time the debt is incurred if the secured party 

requests such a list. The debtor shall not aell the far~ 

products to a buyer who does not appear on the list or ia not 

in the debtor's trade area unless the secured party has given 
prior written pdr~lssion or the debtor applies the proceeds 

the debtor receives from the sale to the debt within fifteen 
days of the data o! sale or delivery, whichever is later. A 

debtor ~ho ~nowingly or intentionally sells the farm products 

in violation of this para9raph is guilty of an aqgravated 
misdemeanor. 

e. A buyer of farm products buyln9 from a person engaqed 

in farminq operations shall lssue a chec~ for payment jointly 

to the d~blor and tho~e secured parties from whom the buyer 

hds received prior written notice of a security interest. A 
buyer who issu~s a check jointly paydble as specified in this 

subsection takes the !arm products free of a seclJrity interest 

created by that person's seller. A buyer who does not issue a 
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check jointly pay~ble as specified ln thla subsection does not 

t~~e farm products free of a security interest created by that 

person's seller. A buyer shall not withhold ~11 or part of 

the payment to satisfy a prior debt. However, the buyer may 
withhold the costs incurred by the purchaser to market oc 

tr~nsport the fat~ products if such costa are part of the 

aqreecnent to purchase the farm products. 

Sec. 3. Section SS4.9404, subsection 1, Code 1985, ls 
amended to read as follows: 

l. If a financing statement coverinq consumer goods ls 

filed on or afte' January 1, 197$, then within one month or 

within ten days followinq written demand by the debtor after 

there ia no outstandinq secured obliqation and no commitment 

to make advances, incur obliqations or otherwise qive value, 

the secured party must file with each filing officer with whom 

the financinq statement was filed, a termination statement to 

the effect that the secured party no lonqer claims a security 

interest under the financinq statement, which shall be 

identified by file number, ~inanc.!.!!9 &tateaaent cover_!~ 
fa!.~_.E!Oducts 1s fl.!.!£.L.!!ten __ wi thin s.~~!~_wl th~~ 
~s follo~o~ing r,.~~.!..!.!_!_n demand h_Sh~ .~ebtor, a!S!.!._the.!.!....l..:!...!l2: 

outa~anding__!~~d obiec~!2:.!!._~~.!l'2......£2'.1111T1i ~~to make 
!_dvanc~L-!~r obU_g_~ions 1__2:!__oth~rwi~ive valuC', the 

secured p<i~'l!!! __ .f_i_!~. wit_h __ ~~~!L!~ t~g- oft_ic~~~ 

!.!!£....! i nanc i .!!.SL.!.!:.!_teme!'..!._.~.~__fj ~!....L~.!.~£1l..!~~~t ement t_Cl 

!:_he e!_f~CL.!.!!!L.!_t'!!..._ sesurcd . .£ldCtY.._~2 .. J...2:'2.~- cla lf!ls a .. sec:ur lty 

inter e~ ~f"!d e r .~!'...!._.~.-~.!"'~ n~l !}_g ~~ -~ ~-~~-~ ~ _'"!~•.! c: h _ .~...!!J .. be 

!?~r!!.W!:~l..!..!! .. num~~~ In other Cdscs whenever there is 
no outstclndinc;~ secured obligation and no commitment to make 

ad11ances, incur obll<Jation:i or otherwise qive value, the 

sucuted party must on written d~mdod by th~ debtor send the 

debtor, for ec1ch filin9 officer with whom the fin.:utcinc;~ 
st•tement was filed, a termination Sl4tement to the etfe~t 

that lhe secured p..~rty no lonqer cl.~itns a sectuity interest 
under th~ financing St4tement, which sh~ll be identi(ied by 

file number. A termin~tion statem~nt $iqncd by a person other 
thcln the secur~d pdrty of record must be accompdnied by a 

- e 

House Pile 554, p. 4 

separate written statement of assignment stqned by the secured 

party of record complying with section SS4.9COS, subsection 2, 
includinc;~ pay~ent ot the required tee. It the affected 

secured party tails to file such a termination statement as 
required by thia subsection, or to send such a termination 

statement within ten days after proper demand therefor the 

affected secured party shall be li4ble to the debtor tor one 

hundred dollars, and in addltion for any loss caused to the 
debtor by such tdilure. 

DONALD 0. AVENSON 

Spea~er of the House 

ROBER'l' 't'. AtlDERSON 

President o! the Senate 

I hereby certify that this bill originated ln the House and 

is known as House Pile SS4, Seventy-flrst General Assembly. 

Approved -~~~-• 
·-· ---- ··-------· --------
TEAR¥ E. BRANSTAD 
Governor 

---------
JOSEPH 0' HERN 

Chief Clerk of the House 
l98S 


