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OPI NI ON
This case involves a priority dispute between defendants

Bank of Anerica and South Poi nte Bank (“South Pointe”) regarding
their security interests in three itens of farmequi pnment owned
by the debtors.? Both Ilenders filed financing statenents
perfecting their interests. Bank of America, the first to file,

described its collateral in general terms and I|isted the

debt ors’ busi ness address, rather than their hone address where

1 The remaini ng defendants have entered into a
stipulation determning their interests and are not invol ved
in the present dispute. (See Stip., Doc No. 20, filed Feb. 1,
2001.)



the collateral was |ocated. South Pointe, by contrast,
described the collateral more specifically and included the
debtors’ honme address. South Pointe contends that Bank of
America s description was ineffective to perfect the Bank’s
security interest in the equiprment and that South Pointe has a
superior interest by reason of its subsequently filed financing
st at ement .

The facts are undi sputed. In April 2001, debtors Ronal d and
Trenna Grabowski of Dubois, Illinois, filed this Chapter 11
proceeding to reorganize their farm ng operation in Washington
and Perry counties, Illinois. The debtors have been engaged in
farmng at this location for the past 30 years. Beginning in
1993, the debtors also owned and operated a John Deere farm
equi pnment business, Grabowski Tractor-Benton, Inc., at 12047
Hi ghway 37, Benton, Illinois. During this time, debtor Trenna
Grabowski, a certified public accountant, noved her accounting
practice to the Benton deal ership. Although the deal ership was
sold in 1999, Trenna G abowski continues to conduct her
accounting practice fromthe Benton | ocati on.

The debtors’ schedules include a list of itens of equipnment
used in their farmng operation. The debtors filed the present
proceeding to determ ne the validity, priority, and extent of

l'iens held by various |lenders in this equipnent. Subsequently,



the | enders reached an agreenent concerning their respective
interests in the farm equipment with the exception of three
items. (See Stip., Doc. No. 20, filed February 1, 2002.) These
items, as to which a dispute remains between Bank of Anerica and
Sout h Poi nte, consist of a John Deere 925 flex platform a John
Deere 4630 tractor, and a John Deere 630 disk. (See Stip. at 3-
4.)

Bank of Anmerica clainms a prior security interest in this
equi pmrent by virtue of a security agreenment signed by the
debtors in Decenber 1998. The Bank’s financing statenent, filed
on December 31, 1998, identifies the debtors as “Ronald and
Trenna Grabowski” and lists their address as “12047 State
Hi ghway #37, Benton, Illinois 62812.” The financing statenent
describes the Bank’s collateral as:

Al'l Inventory, Chattel Paper, Accounts, Equi pnment and
General Intangibles[.]

(See Supplmtl. Stip., Doc No. 15, Ex. B, filed Jan. 22,
2002) (enphasi s added). ?

Sout h Pointe subsequently obtained a |lien on the debtors’
equi pnment in January 2000. South Pointe’ s financing statenent,
filed January 18, 2000, identifies the debtors as “Ronald and

Trenna G abowski” at “P.O. Box 38, Dubois, Illinois 62831" and

2 The description of collateral in the Bank’'s security
agreenment is virtually identical.
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descri bes South Pointe’'s coll ateral as:

JD 1995 9600 conmbine . . ., JD 925 FLEX PLATFORM .
JD 4630 TRACTOR . . ., JD 630 DI SK 28' 1998

3
(See Supplmtl. Stip., Doc. No. 15, Ex. C, filed Jan. 22,
2002) (enphasi s added) . *

South Pointe asserts that Bank of America’ s financing
statenment, although prior in time, was insufficient to perfect
the Bank’s interest because it failed to place other |Ienders on
notice of Bank of America s interest in the subject equipment.
Specifically, South Pointe notes that the Bank’s financing
statenment contained the address of the debtors’ farm equi pment
busi ness rather than that of the debtors’ home where their
farm ng operation is |ocated and, further, that it failed to

mention any specific itens of equipnment or even nake reference

3 There is no dispute in this case concerning the 9600
conbi ne referenced in South Pointe s financing statenment.

4 South Pointe's security agreenent describes the
property subject to its lien as:

Equi pnrent: All equipnent including . . . farm
machi nery and equi pnent

The secured property includes . . . the follow ng:
JD 1995 9600 COMBINE . . . , JD 925 FLEX PLATFORM .

, JD 4630 TRACTOR . . . , JD 630 DI SK 28" 1998

(See South Pointe Proof of Claim No. 27, Ex. 2, filed Aug.
21, 2001) (enphasis added).



to “farm equi pmrent” or “farm machi nery.” South Pointe argues
that, based on this description, a subsequent |ender would
reasonably concl ude that Bank of Anerica’s intended security was
the personal property of the debtors’ business rather than
equi pmrent used in the debtors’ farm ng operation. South Pointe
mai ntains, therefore, that the Bank’s financing statenent did
not reasonably identify the Bank’s collateral as required to
fulfill the notice function of a financing statenment under
IIlinois’ Uniform Conmercial Code.

As a prelimnary matter, the Court notes that effective July
1, 2001, Illinois adopted revised Article 9 of the Uniform
Comrerci al Code (“UCC’). See 810 IIll. Conp. Stat. 5/9-101, et

seq. (2001); see generally UniformComercial Code Comrents 1-4,

810 Ill. Conp. Stat. 5/9-101, Smth-Hurd Ann. at 123-30 (West
Supp. 2002). This revised Article applies to all transactions
or liens within its scope, “even if the transaction or |lien was
entered into or created before [the statute’ s] effective
date[.]” See 810 IIl. Conp. Stat. 5/9-702 (2001). Accordingly,
in the present case, the Court wll apply the provisions of
revised Article 9 even though the parties’ transactions predated
the statute’'s effective date.

The UCC sets forth the requirements for a creditor to obtain

and perfect a security interest in personal property of the



debt or. Section 9-203 governs the attachment and enforcenment of
security interests through the parties’ execution of a security
agreenent, while 8 9-502 relates to the requisites of a
financing statement filed to perfect the creditor’s interest
against the interests of third parties. Both sections call for
a description of the debtor’s property.® However, the degree of
specificity required of such description depends on the nature
of the docunent involved — whether it is a security agreenent
or financing statenent -- and the purpose to be fulfilled by

such docunent. See 9A Hawkl and, Uniform Commerci al Code Seri es,

5> Section 9-203 provides in pertinent part:

(b) . . . [A] security interest is enforceable
agai nst the debtor and third parties with respect to
the collateral only if:

(A) the debtor has authenticated a security
agreenent that provides a description of
the collateral

810 IIl. Conp. Stat. 5/9-203(b)(3)(A) (2001) (enphasis added)
(see former § 9-203(1)(a), 810 IIl. Conp. Stat. 5/9-
203( 1) (a) (2000)).

Section 9-502 states:

(a) . . . [A] financing statenent is sufficient only
if it:

(3) indicates the collateral covered by the
financing statenment.

810 IIl. Conp. Stat. 5/9-502(a)(3)(2001) (enphasis added) (see
former 8 9-402(1), 810 IIl. Conp. Stat. 5/9-402(1)(2000)).
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[Rev] § 9-108:2, at 291-92; [Rev] § 9-108:2, at 294-96 (2001).
VWhile a security agreenent defines and |limts the collatera
subject to the creditor’s security interest, a financing
statenment puts third parties on notice that the creditor may

have a lien on the property described and that further inquiry

into the extent of the security interest is prudent. See Signal

Capital Corp. v. lLake Shore Nat’'l Bank, 652 N. E.2d 1364, 1371

(rrr. App. Ct. 1995).

Section 9-108 sets forth the test for sufficiency of a
descri ption under the UCC, stating:

(a) . . . a description of personal . . . property is

sufficient, whether or not it is specific, ©if it
reasonably identifies what is described.

810 IIl. Conp. Stat. 5/9-108(a) (enphasis added)(2001) (see
former § 9-110, 810 Ill. Conp. Stat. 5/9-110 (2000)). Exanples
of descriptions that nmeet this “reasonabl e identification” test

include identification by “category” or by “type of coll ateral

defined in the UCC.” See 8§ 9-108(b)(2),(3). I n addition,
identification “by any other nethod” is sufficient, “if the
identity of the collateral is objectively determ nable.” See §

9-108(b)(6). Only a super-generic such as “all the debtor’s

assets” or “all the debtor’s personal property” is insufficient
under the “reasonable identification” standard of 8 9-108. See

810 II1. Conp. Stat. 5/9-108(c).



VWhile 8 9-108 provides a flexible standard for determ ning
the sufficiency of a description in a security agreenent, 8 9-
504 provi des an even broader standard with regard to a financing
statement. This section states:

A financing statenent sufficiently indicates the

collateral that it covers if the financing statenent

provi des:

(1) a description of the collateral pursuant to
Section 9-108; or

(2) an_indication that the financing statenent
covers all assets or all personal property.

810 I'll. Conp. Stat. 5/9-504 (2001) (enphasis added). Thus, in
the case of a financing statenent, a creditor nay either
describe its collateral by “type” or “category” as set forth in

8§ 9-108 or may sinply indicate its lien on “all assets” of the
debt or.

Thi s exceedi ngly general standard for describing coll ateral
in a financing statenent, which is new to the UCC under revised
Article 9, is consistent with the “inquiry notice” function of
a financing statenment under previous law. A financing statenent
need not specify the property encunbered by a secured party’s
lien, but need nerely notify subsequent creditors that a |ien
may exi st and that further inquiry is necessary “to disclose the

conplete state of affairs.” Uniform Commercial Code Comrent 2,

810 IIl. Conmp. Stat. 5/9-502, Smth-Hurd Ann. at 385 (West Supp.



2002); see Matter of Little Brick Shirthouse, Inc., 347 F. Supp.

827, 829 (N.D. Ill. 1972); Inre Swati, 54 B.R 498, 501 (Bankr.

N.D. I'll. 1985). In the present case, Bank of Anmerica filed a
financing statenment indicating it had a lien on the debtors

property consisting of “all inventory, chattel paper, accounts,
equi pnment, and general intangibles.” Despite the generality of
the Bank’s description, it was sufficient to notify subsequent
creditors, including South Pointe, that a |lien existed on the
debtors’ property and that further inquiry was necessary to
determ ne the extent of the Bank’s lien. For this reason, the
Court finds no nerit in South Pointe’'s argunment that the
description of the Bank’s coll ateral was too general to fulfill
the notice function of a financing statenment under the UCC.
Sout h Pointe asserts, however, that it was msled by the
incorrect address contained in Bank of Anmerica’s financing
statenment and “reasonably concluded” that the only equi pnent
subject to the Bank’s lien was that |ocated at the debtors’ farm
equi pnment deal ership. The Court disagrees that such concl usion

was “reasonable.” The debtors’ business address was not part of

the Bank’s description of its collateral and, thus, did not

serve to |limt the collateral subject to the Bank’'s l|ien as
Sout h Pointe argues. In fact, Bank of Anmerica s financing
statenent indicated the Bank had a lien on the debtors’



“equi pnment,” with no indication that its interest was confined
to equi pnment | ocated in a particul ar place. Rather than serving
to describe the Bank’s collateral, therefore, the debtors’
address nerely provided a nmeans by which subsequent | enders
coul d contact the debtors to i nquire concerning the Bank’s |lien.®
See 9 Hawkl and, supra, 8 9-402:11, at 724-25.

Wil e a subsequent creditor should not be inposed upon to
be a “super-detective” in investigating prior secured
transactions, the debtors’ address in this case was an accurate
and ready neans of contacting the debtors. The Court notes,
nor eover, that even though the nmailing address on the Bank’s

financing statement was that of the debtors’ business, the

debtors’ nanes were |listed as “Ronal d and Trenna Grabowski,” not
“Grabowski Tractor-Benton, Inc.,” the nanme of the debtors’
busi ness. Accordingly, the Court finds that a reasonably

prudent |ender would not be msled into believing that the

6 Bank of Anerica points out that although former § 9-402
specified that “a mailing address of the debtor” be included
as one of the requisites of a financing statement, 810 II1I.
Conp. Stat. 5/9-402(1)(2000), & 9-502 of revised Article 9
does not contain such a requirenent. See 810 IIl. Conp. Stat.
5/9-502(a)(2001). The Court notes, however, that 8§ 9-

516(b) (5)(A) specifies that a financing statenent that is
refused by the filing officer for failure to include “a
mai | i ng address of the debtor” is ineffective. 810 IIll. Conp.
Stat. 5/9-516(b)(5)(A). Accordingly, it is at |east

guesti onabl e whether the “mailing address” requirement has
been elimnated. See 9B Hawkl and, supra, [Rev]8 9:502:3, at
742, [Rev] 8 9-516:3, at 841.
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collateral |isted was property of the debtors’ business, rather
than that of the debtors individually.

For the reasons stated, the Court concludes that Bank of
America s financing statement was sufficient to perfect its
security interest in the subject farm equipnment and that the
Bank’ s interest, being prior in tinme, is superior to that of
Sout h Poi nt e.
Accordingly, the Court finds in favor of Bank of Anmerica and
agai nst South Pointe on the debtors’ conplaint to determ ne
validity, priority, and extent of liens in the debtors’ farm
equi prment .

SEE WRI TTEN ORDER

ENTERED: April 23, 2002

/'s/ KENNETH J. MEYERS
UNI TED STATES BANKRUPTCY JUDGE
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