A company is in the business of manufacturing and selling stereo equipment. Several months ago,
the company borrowed money from a bank, to be repaid by the company in monthly installments.
The loan agreement, which was signed by the company’s owner, provided that, to secure the
company’s obligation to repay the loan, the company granted the bank a security interest in “all
personal property” owned bv the company. Also that day, under an oral agreement with the
company’s owner (who had full authority to speak on behalf of the company), the bank took
possession of one of the most valuable items of the company’s property—an original Edison
gramophone that the company had acquired because it was the earliest precursor of the company’s
digital music players—as part of the collateral for the loan. The bank properly filed a financing
statement in the appropriate filing office, listing the company as debtor and, in the space for the
indication of collateral, listing only “all personal property.”

Since borrowing the money, the company has run into various financial troubles. It has missed
some loan payments to the bank and recently lost a lawsuit, resulting in a large judgment against
the company. Last month, the judgment creditor obtained a judicial lien on the gramophone.

Last week, the bank notified the company that it was in default under the loan agreement. Without
giving advance notice to the company, the bank sold the gramophone to an antiques collector in a
commercially reasonable manner. The judgment creditor has learned about the sale of the
gramophone and asserts that he had a superior claim to it.

The sale of the gramophone did not generate enough money to satisfy the company’s obligation to
the bank. The bank would lik¢ to seize some of the company’s other property in which the bank
has an enforceable security interest.

1. Does the company have any claim against the bank with respect to the sale of the
gramophone? Explain.

2. Asbetween the bank and the judgment creditor, who had a superior claim to the gramophone?
Explain.

3. Does the bank have an enforceable security interest in any personal property of the company
other than the gramophone? Explain.



