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SUMMARY

The Iowa Supreme Court held that a perfected security interest in crop proceeds continued under lowa
Code section 554.9306(2) even though the proceeds were paid directly to an unsecured creditor rather
than received by the debtor. The court concluded that the payment remained identifiable proceeds
subject to the bank's security interest, reversed summary judgment for the unsecured creditor, and

remanded for further proceedings.
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QUESTIONS PRESENTED

1. Whether Iowa Code section 554.9306(2) requires crop-sale proceeds to be received directly by the

debtor before a perfected security interest continues in those proceeds.

2. Whether the payment made by St. Ansgar Mills to Johnson Chemicals constituted identifiable proceeds
subject to First State Bank's security interest.

HOLDINGS

1. Towa Code section 554.9306(2) does not require proceeds to be directly received by the debtor. A

perfected security interest continues in identifiable proceeds even when the proceeds are paid to a third
party rather than to the debtor.

2. The $6,758.80 payment to Johnson Chemicals constituted identifiable proceeds subject to First State

Bank's security interest, despite not having been paid to Yezek.

KEY QUOTATIONS

“Except where this Article otherwise provides, a security interest continues in collateral notwithstanding sale,
exchange or other disposition thereof unless the disposition was authorized by the secured party in the

security agreement or otherwise, and also continues in any identifiable proceeds including collections
received by the debtor.” (at 31)

“We conclude section 554.9306(2) does not require the proceeds to be directly received by the debtor.” (at 33-
34)

“The payment received by Johnson Chemicals constituted proceeds subject to First State's security interest,

even though it was paid to Johnson Chemicals rather than to Yezek.” (at 34)

FACTUAL BACKGROUND

First State Bank financed Daniel Yezek's farming operation and perfected a security interest in his corn crop and
crop proceeds. Although the bank notified Grain Millers, Inc. of its security interest, Yezek sold the corn to a
different elevator, St. Ansgar Mills, Inc., which had not received notice. Yezek directed St. Ansgar Mills to pay
$6,758.80 in sale proceeds to Johnson Chemicals, an unsecured creditor, rather than to Yezek. Johnson

Chemicals refused to turn the payment over to First State Bank.

PROCEDURAL HISTORY

First State Bank had a perfected security interest in Daniel Yezek's corn crop and its proceeds. Yezek sold the
crop to St. Ansgar Mills, which paid the proceeds to Johnson Chemicals, an unsecured creditor, without
receiving notice of the bank's security interest. The district court granted Johnson Chemicals summary judgment,
concluding that the bank's security interest did not continue in proceeds never received by Yezek. The Supreme

Court of Towa reversed and remanded for consideration of the bank's summary-judgment motion.

DISPOSITION



reversed_and_remanded

REMAND INSTRUCTIONS

Remand for consideration of First State Bank's motion for summary judgment.
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