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2003 HOUSE ST ANDINO COMMJ'ITEE MINUTES 

BILI./RESOLUTION NO. HD 1197 

Houae Aarfculture Committee 

CJ Conference Committee 

Hearing Date l-23--03 

T Number SidoA SideB 
ONE A 
ONE B ---

Committee Clerk Si 

Minutes: 

Meter# 
0 TO END 
0 TO 10.4 

VICE CHAIRMAN POLLERT: The House will come to order; The clerk will take the roll. 

We will open on HB 1197. HD 1197 is relating to insolvency's of grain buyers and 

warehousemen; and to provide a pettalty, 

VICE CHAIRMAN POLLERT: Madam Chair, my name is Chet PoUert. I am a state 

representative from District 29. I am also a grain elevator. feed plant operator. HB 1197 is in 

front of you today because of conversations with other Representatives. What the HB 1197, 

It is a Bill for an Act to create and enact a new chapter to title 60 of the North Dakota Century 

Code, relating to the creation of a credit-sale contract indemnity fund; and to amend and reenact 

sections of the North Dakota Century Code relating to insolvency's of grain buyers and 

warehousemen; and to provide a penalty. What the Bill basically is it is a credit sale contract 

indemnity fund. It dose not cover cash sale contracts, dose not cover warehouse receipts so it for 

credit sale contracts only. Credit sale sales contracts could be for deferred payments. Etc. 
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Could be a fixed futures contract. A dofmred payment, Somethina with a timo element. 

What this do, J i• on Section 5 on pqo 3, what it would do i• usea anyone enterina into a 

crudity sale contract, The usossmont would be at tho rate of two-tenths of one percent placed 

On the value of all grain sold in this state under a credit-sale contract, u provided for in sections 

60-02-19. l and 60-02, l -14, Tho warehouse purchasing tho grain shall note thi, assessment on the 

contract required under sections 60-02-19, 1 and 60--02.1-14 and shall deduct the assessment from 

the purchase price payable to the seller. Tho warehousoman shall submit any assessment 

collected under this section to the public service oommodon no later than thirty days after each 

oalaklar quater. 'Ibo commission shall deposit tho assessments received under this section in the 

credit-sale contract indemnity fund. Lets be optimistic and say that wheat is Ss •• oo dollars you 

are looking a a penny a bushel. Lets say you have twenty five thousand dollars worth of credit 

sale oontracts at that particular facility, you are look at a SO doUar inSW'8Jlce plan. One hwidred 

thousand you are looking at two hundred dollars. Basically a insurance plan. 

{ {PLEASE READ THE BNTIRB BILL}} as to Chet Pollerts testimony. His testimony was 

going through the Bill, 

In a nut shett that is HD 1197. 

REPRESENTATIVE KREIDT: Am I to understand that if you do take a credit sales contrllC.,'1 

you are automatically in. There are no options. You can•t assume a gamble and not take the 

insurance on the amount of grain I have in the elevator. 

VICB CHAIRMAN POLLER: No there is not way to voluntary ~et out of this. If you enter 

ittto a credit sales contract, that's where I talked about a half mandated and half not. You are 
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going to have to pay two tenths of one percent, It is not for cash sale, or for warehouse 

receipts. It is a sales contract only, You can choose go to your local elevator and sell 

Your grain. You have an option to do that sales contract or cash it out with warehouse 

receipt, 

REP. KRIEDT: I can't gamble, If I take a credit sales contract, I'm in, I will be paying the 

assessment, 

REP. BELTER: The only people that are going to pay in are those who are using the deferred 

payment. Is that correct? 

REPRESENTATIVE POLLERT: We might be on a different term. Anyone with a deferred 

payment contract or for example an MDV contract or a open base contract, those are credit 

sales contraott11 that have kind of a time on their contract. 

REP. BELTER : It is also my understanding that when this fund reaches a certain level then 

you no longer wouJd have to contribute to this insurance. 

REPRESENTATIVE POLLERT: When the fund would geit to ten million dollars the payment 

Premiums would discontinue until the fund would drop to five million dollars. 

REP. BELTER; What about the person who has never contributed to the fund but then we get to 

the point where we have reached the cap where the insurance rates area no longer assessed are 

those people then going to have to pay in because they will be recipients of this yet there is no 

assessment so they would actually get their insurance for nothing. Are there provisions to deal 

with that? 

REPRESENTATIVE POLLERT: I think we are going to have ask the Public Service 

Commission. I would suspect that the coverage would be there. 
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REPRESENTATIVE KELSCH: Any other questions ofRepres.mtative Pollert? 

Representative Wrangham, 

REP, WRANOHAM :; Thank you Mrs. Chair? Representative Pollett, what is different about 

this Bill then what we have seen before? 

REPRESENTATIVE POLLBRT: Madam Chainnan. And Representative Wrangham, Four 

years ago the PSC had brought some Bills and part of that em covered oredit sales contratts. 

At that time, that Bill was amended and I felt at that time it would have had ramifications. That 

it would have dealt with security interests with me at the grain elevator and it would jeopardize 

my finincial standing with my bank and the bank would have drawn down, so that ifthere is an 

insolvency there pecking order who was going to get money I felt it would have affected the 

elevator operations because the bank the bank is not going to give us any money if there 

pecking order for example was five on the list compared to number one or two. What is 

different about HB 1197? This is fanncr funded. No other funds are in it, that is the difference. 

REPRESENTATIVE KELSCH: An I further questions? 

REPRESENTATIVE POLLERT: lam going to pass out some amendments. 

REPRESBNTATNE KELSCH: Anyone else wishing to offer testimony on HB 1197? 

JOHN MIELKE: Vice Chainnan and Committee Members. My name is Jon Mielke, I am the 

Executive Secretary of Public Service Commission. I also serve as the director of thr. 

Commission's Licensing Division. The Commission supports the bill. Commissioner Wefald 

is with us this morning, Tony Clark was here a few minutes ago, he will be back shortly. We 

also have Bill Benick whose is our commerce council, Rick Filbrant who is one of warehouse 
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inspectors. He is quite involved with the Wimbclton in~lence case. He is a licensing 

specialist. { { { (PLEASE READ JON MIELK.E'S TESTIMONY}}}} ( { { (PLEASE SEE 

SPREAD SHEET PROVIDED BY JON MIELKE:}}} Jon Miellce said he would respond 

questions, 

VICE CHAIRMAN POLLERT: Any questions. 

REP. FROELICH : Mr Chainnan and Mr. Mielke I am refening to the fiscal note. You have 

a ½ FTE, Basically that is $40,000.00 thousand a year, I could not understand what 

Representative Froelich said but Jon Mileke when ,m to say, The $79,000.00 is per 

Biennium so it would be about $40,000.00 per year. So halftime would he about $20,000.00 

with fringe benefits and actually some of that money would be used for mailing, printing and 

those sort of things. The amount that would be used for staff time would be somewhat less then 

that. It would also include developing a computer program to record remittance ,receipts and 

deposit funds etc. 

Also if you were unfortunate enough to have grain in two elevators that insolvency problems 

you would be insured up to $100,000.00 at each facility. 

REP. BELTER : A lot of fanners sell grain and the manager asks do you want a check or do 

you want to defer it. The fanner says I don't know. So it just sits there. Is that grain covered 

under those circumstances? 

JON MIELKE. In that case it would be cover,-'<f because for the credit sales contra~t to be 

valid, it must be signed. This is something thttt the PSC fought hard for in Federal Cuurt 

In the Wembelton case. There were a number of contracts where that had been exactly that kind 

of a discussion between the warehouse and the fanner and the contracts had not been signed. 
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We went to court. An unsigned contract is not a contract. It is open storage. Something that 

are warehouse inspectors look for when they go out and we advise the warehouseman. If the 

fanner dose not come in an sign a contract, the elevator should do one of two thJngs. Either 

Put the grain on a warehouse ~pt and start charging storage or cut a check to the fanner. 

So the fanner can't have the best of both worlds. Just hang out there in open storage 

indefinitely. 

Something has to happen withJn thirty days. 

REP. BELTER Ifit goes beyond those thirty days is it still covered by bond? 

JON MIELKE: You are still covered until the contract is signed but at that time it is incumbent 

on the warehouseman to get back in touch with the fanner and say we have to do something with 

this. It <'.att just sit there. Get a signed contract or issue a check. The warehouse man has to 

"'-~,..- force the issue. If there is not a signed contract there is bond _protection. 

REP. BELTER: Why can we just run this under a bond or is thera no bonding company that 

will do that. I have heard in the past it cost to much to do that but we are incurring the cost 

throughout this method, 

JON MIBLKE: That is exactly what the PSC proposed four years ago. We did have a larger 

bill that resulted ir the passage in Chapter 1602.1 of the Century code. The PSC did have a 

section in there that would have required bonri coverage on credit sale contracts. I believe the 

estimate at that time would cost the industry .06 cents per bushel. So it was very expensive 

insurance. The real down side with that proposal is that there would be a nwnber of elevators 

that would not be able to get bonded, They would not be considered a solid enough risk to get a 

bond at any rice. This would realty weaken the ovcraH structure of the industry . 
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REP. BELTER : When you say .06 cents.. On the ins1 ited bushels or .06 cents on the capacity 

of the elev,itor, 

JON, My remberance is .06 cents of the bushels that would be covered under the bond. Of 

your credit sale bushels, 

JON: When we talk about the free ride as to people not paying premiums. This would only 

Happen when we reached the $1 o.000.000.00 million. And there were no more remittances 

being payable by anybody, If we got into an insolvency case, we worked up to the ten million 

maximum then at the end when we were cutting checks we would just take an offset. In the 

settlement. The spread sheet shows what other states are doing. 

The time it will take to get the fund up to ten million will be about six and half years assuming 

no claims. The fund will be handled by the Bank of North Dak:otn, 

There are still risks even with this contract of insurance with the maximwn payment being 

One hundred thousand dollars maximwn payment. With 80% of that actually being paid. 

REPRESENTATIVE PHILIP MUELLER:; The assesmnent is designed to be funded until it 

reached a ten million dollar cap. The as8essments go away until there losses take the fund 

down to five million dollars and then the assessments kick hi again until the fund reach~s it's 

cap again often million dollars. There are two animals we are dealing with. Deferred 

contracts and credit sales contracts and there different issues but they do fall under the umbrella 

of credit sales. 

Abo . fifty percent of farmers sales to elevators are credit sales contracts. There are all sorts of 

reasons for this happening. When I took my grain to the New Hope e1evator this fall there is a 

1 red poster on door that says you will put your grain on credit sales contract or you will be cut a 
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check, They want to get the grain in the oar and down the track. ► That is what is happening to 

the grain industry, The fanners basically have two options. I am here to tell you insolvency's 

are expensive. They are not pleasant. I solicit a DO PASS on bill. 

MIKE CLEMENS: I am dealing with the Wimbelton, Situation. Please see the printed cover 

story BANK ROBBERY. It basically was Mikes testimony. Please support HB t 197. 

We would like to see a higher limit then the $100,000.00. 

SCOTT DORSON: I am in the Wimbelton situation. The insolvency affects everyone in 

the community, 

JOHN MIDLIOHTER: We would like to see an amendment that make the bill voluntary not 

mandatory. You shoulc be able to opt out of the Bill. Our membership feels that they should 

be ablo to self insure themselves, I can't give you a count as to how many people would opt out 

Our membership would like to make there own decisions. 

REP. BELTER: Would you opposed to requiring everybody to being in it? 

JOHN MIDLIOHTER: No we would not he appeased to that.. Our preference is voluntary, 

MARK SITZ: We stand in support of HB 1197. It is a need that has to be addressed. 

Today we have nothing. 

STEVE STREGE: Most '. ,1solvency's were specialty houses. I would like to comr,Hment 

the PSC for the support they gavt , .. son the Wimbelton case. We support Bill 

VICE CHAIRMAN POLLERT: Representative Pollert read testimony from the North 

Dakota Grain Dealers that statoo they support HB 1197. 

LOWELL BERINSTIEN: Mr Vice Chairman and members of Committee, 

I am chair of Agriculture Coalition, Please see phamphlet. 
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I think that this Bill would help independent operators. I see this as a positive movement, 

This is cheaper then buying bonds, 

LANCE HAUGE. We support HB 1197. 

VICE CHAIRMAN POLLBRT: WE WILL CLOSE ON HB l t 97 
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BILURESOLUTION NO, HB 1197 

House Agriculture Committee 

□ Conference Committee 

Hearing Date 2--06--03 

T · Number 
TWO 

Comm!ttee Clerk Signature 

Minutes: 

Side A SideB 
B 

Meter# 
00 TO 12,0 

CHAIRMAN NICHOLAS: We will open on HB 1197. Representative Pollett. 

REPRESENTATIVE POLLERT: Please see amendments being distributed by Rep. Belter. 

What is being done on the first page where it says page 1 line 14 and all down to where it says 

Page 4 line 11 that was all on the previous amendment we passed out two weeks ago so that 

been before you before. The reason I wanted the PSC here, two things. Rep. Belter had talked 

On page 4 line 12 of the one hundred thousand dollars cause he would like to see the limit 

higher. You will see the amendment is two hundred and fifty thousand dollars. Every thing 

after page four which is the very last line that is all n-ew language. We talked to the PSC 

about and basically and correct me if I am not correct are means of going after fly by nights. 

The bonding company can go after these companies when they come in and then head 01.1t and 

try to take advantage the indemnity funds. That is why we asked the PSC to come down so they 
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1 

can explain what after page four lino 31 really dose because I oan•t truthfully give you a good 

explanation. 

REP. MUELLER : The amendments do put shall in place of may regard to when the cap 

comes off. The ten million dollar cap. 

JOHN MILKEN: EXECUTIVE SECRETARY OF THE PSC. I also serve as director of the 

licensing division. Bill Benick our council and Commissioner Tony Clark is here. 

We have worked with the bill sponsors on these amendments. We also had input from th~ 

Grain Dealers Association and had help from the attorneys generals office. We tried to 

incorporate every thing into thete amendments. [[[[please read bill]]] John Milken when 

through the bUt. 

REPRESENTATIVE POLLER: The Ddcota Growers Posta. Witt this bill have any thing to do 

with them? 

JOHN MILKEN: The entities that you mentioned all have state licenses right now. So they 

would be governed by this if they are using credit sales contracts, If them not this will have no 

impact on them at all. 

CHAIRMAN NICHOLAS: Any questions. 

REP. MUELLER : Please comment on the cap. 

JOHN MILKEN: By increasing the cap you increase the exposure to the fund. You have ten 

million in fund it would take far fewer claims to get you up to the cap, 

CHAIRMAN NICHOLAS: Committee Members, I will entertain a motion on amendments to 

HB 1197, 
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REPRESENTATIVE MOVES ON AMENDMENTS, SECONDED BY REPRESENTATIVE 
l 

C) 

0 

FROELICH. ALL THOSB IN FAVOR SAY YES, OK WE HA VB HB 1197 THE HOUSE 

WILL ENTERTAIN A MOTION FOR HD 1197 AS AMENDED FOR A DO PASS. 

REPRESENTATIVE ONSTAD AND SECONDED BY REPRESENTATIVE BOE. 

THE ROLL WAS TAKEN. THERE WERE 12 YES O NO AND l ABSENT. 

REPRESENTATIVE MUELLER WILLCARR.YTHE BILL. 

WE CLOSED ON HB 1197. 

' ' 
' ,~ >' r" , • ', i I I 

',I' 

fht Mfol'otr•hfc fMIGu• on thf• fft1111rt aecur1te r~UOM of record& •ttwrtd to Nodtrn ,nfor•tfon SV,tlMI for •fcroff lMfnt end J 
wert ffltlld-fn tht .....,l,r cour1t of bulfneu. Tht photoartphfc proc,et1 111ttt1 1tanderda of the ;\lllerfcan Natfon,t stlndlrdl Jn,tftutt 
(AHSt) for •rchfval MfcrofHM, NOYICE1 If the ffllllld ..... ~ f• lffl lttfblt thltt thfl Notfce, ft ft due to the queltty of tht ,·· 
doeunent btfng fHNd. ~ \v---. 

L" ~\)~ \61~~3 
0ptrator11 s1inatifr. Datt 

I 

J 



L 

\ 

Amendment to: HB 1197 

FISCAL NOTE 
Reque1tld by Legl1latlve Council 

04/07/2003 

1 A, State fl.cal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compartld to 
fundln levels and a rlatlons ant/cl ted under current law, 

2001•2003 Biennium 2003-2005 Biennium 2005-2007 Biennium ··· 
General other P1:nd, General other Funds General other ... , •nd• 

Fund Fund Fund ------+--------·--
Revenue■ $ $3,000, 

1ture1 S'19, 
rtatlon1 $ 

2001-2003 Biennium 2003•2005 Biennium 2005 .. 2001 Biennium 
School School School 

Cltle■ Dl1trtct1 Counties Cltle■ Dl1trict1 Counties Cities Districts 
_______ ....._ __ $ ........__. __ ---'-$ ...____---'-~ $ $ $ $ $0 

2. Narrative: Identify the asptJcts of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

This blll, with the Conference Committee's amendment, proposes to establish an Indemnity fund to provide protection 
to farmers who soll there grain via some form of credit sale contract. The program would be self-funding In that 
credit-sale transactions would be assessed a 2110th of 1% fee on the dollar value of the sale. This money would be 
deposited with the stat& In an Indemnity fund. The fund would be used to pay farmers In case of buyer Insolvency and 
to cover administrative costs Incurred by the Publlo Service Commission. 

3, State flacal effect detail: For lnfonnatlon shown undtJr state fiscal effect In 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget. 

Deposits Into the Indemnity fund would be equal to 2/10th of 1 % of the value of all grain sold via credit-sales contracts. 
It Is estimated that approximately 250 million bushes of grain are sold each year via credit-sales. Assuming an 
average value of $3 per bushel, annual sales equal $750 million. 2110th of 1% of this amount Is $1.5 mllllon. Biennial 
collectlons aro therefore estimated at $3 mllllon. 

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line 
Item, and fund affected and the number of FTE positions affected. 

The Commission estimates that It would require 1/2 FTE and cost approximately $79,000 per biennium to administer 
this program. Related tasks would Include developing a computer program to record remittance Information, 
,·ecelptlng and deposit funds, conducting desk compliance audits, lnvest,~atlng potential discrepancies, etc. 
Acldltlonal costs would be Incurred If and when Insolvencies occur, Expenditures would be directly related to costs 
lncurrsd by the Commission In the case and payments eventually made to valid credit-sale clalmants. 

C. Appropr,.:!lons: Expla111 the appropriation amounts. Provide detail, wh,;m appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for expendliures 9nd appropriations. 

. ,.._.,.,/ This blll provides for a continuing appropriation to the Publlc Service Commission to administer this program and 

Tht Mfcrotraphtc illlltff c,n thfl ft lln ere accurete ret>!..oductf°'!, of records :~iv:~~~/~h•:=,~~c: :l:tt;!l f:r:J:~•::rrt:: J· 
were fflMd fft tht l'Jtt.lllr COIJl'H of butfntH• Thi "",otoare.,..o1C proeeu f f • due t th ...... ltty of th• 
(ANSI) for 1rchfv1l mtorofllffl, MOYICEI If the ffl!Md f1111ge eb,ove ,. l••· leofblt than thf• Not ce, t 11 O I..-
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related paymentt to farmers In lnsofvenoy n,oceedlnga. 
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Amendment to: HB 1197 

FISCAL NOTE 
Requested by Legltlttlve Counoll 

03/1812003 

1A. State fiscal effect: Identify tM state flsoal effeot and the fiscal effect on agency appropriations compared to 
fundli levels and a riatlons ant/cl ted under current law. 

2001-200:s Biennium 2003·2006 Biennium 2005-2007 Biennium 
G•ner•I other Funct. General other Funda General other Fund• 

Fund Fund Fund 
$3,000, $3,000, 

s $79, 
s 

18, . Cou cl and achool dl1trlct flacal effect: 1"-mtl the fiscal efft;ct on the o/Jtlcal subdivision. 
2001-2003 Biennium 2003-2005 Biennium 2 5-2 7 Biennium 

School School School 
Cltl• Dl1trlcts Countl•• Cltle1 Cltl• Dlstrtcta 

$ $ $0 

2. Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
yaur analysis. 

This blll, with the Senate's amendments, proposes to establish an Indemnity fund to provide protection to farmers who 
sell there grain via some form of credit sale contract, The program would be self-funding In that credit-sale 
transactions would be assessed a 2110th of 1% fee on the dotlar value of the sale. This money would be deposited 
wlth the state In an Indemnity fund. The fund would be used to pay farmers In case of buyer Insolvency and to cover 
administrative coats Incurred by the Publlo Service Commission. 

3. State fiscal effect detall: For Information $hown under state fiscal effect In 1A, please: 
A. Revenue.: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget. 

Deposits Into the Indemnity fund would be equal to 2/10th of 1 % of the value of all grain sold via credit-sales contracts. 
It Is estimated that approximately 250 mllllon bushes of grain are sold each year via credit-sales. Assuming an 
average value of $3 per bushel, annual sales equal $750 mllllon. 2110th of 1 % of this amount Is $1.5 mllllon. Blennlal 
coUectlons are therefore estimated at $3 mllllon. 

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for eaoh agency, line 
Item, and fund affected and the number of FTE positions affected. 

The Commission estimates that It would require 1 /2 FTE and cost approximately $79,000 per biennium to administer 
this program. Related tasks would Include developing a computer program to record remittance Information, 
receipting and deposit funds, conducting desk compliance audits, Investigating potential discrepancies, etc. 
Addltlonal costs would be Incurred If and when Insolvencies occur. Expenditures would be directly related to costs 
Incurred by the Commission In the case and payments eventually made to valld credit-sale claimants. 

C. Appropriations: Explain the appropriation amounts. Provide deta/1, when appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the relatlonshlp between the amounts shown for expenditures and appropriations. 

\ -.J This blll provides for a continuing appropriation to the Publlo Service Commission to administer this program and 

... -- · rdl dtlt td to Modern 1nfoN111ttcn SylttMI for ■lcroffl111fne tnd 
,i,. •fcrotf'•tc fNftl on tht• ftlM .... accurate r..,roctucttont of reco u"!~ ....... of the AMerfeen N1ttonal Stendtrdl 1n1tttut• 
MIN ft llld fn tht NIUllt' courtt of butfnttt, Tfhlel!!'JttOl1"8fltl~~f:-~:l-alblt than thlt Not fee, It ta due to the qu1lltV of ttt. 
(ANSI) for 1rchtv1l MfcrofllM, NOYICEI If the - 1111• m.tV•• 
-• bolnt fllllld, n c&.~W) 16\£.ID3, 

- <.a. tl>. 100b :, Date 
0p1ratot'• 11c,nature 
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Jon Mielke 
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Amendment to: HB 1197 

FISCAL NOTE 
Requested by Lealal.tlve Council 

02/18/2003 

1A. State flacal effect: lr.hlntlfy the stat"' f/1011 •ff~t and the flsoel effect on agency appropriations compared to 
fund~ 16vels and .. --... ~ .. ,1on, ant/cl ttld under cutrtnt law. 

2001-2003 Bltnnlum 2003-2005 Biennium 2001-2007 Biennium 
Gentral othtf' Funds General Othtr Funds General Other Funds 

Fund Fund Fund ------1-----

2001-2003 Biennium 2003-2005 Biennium 
School School 

Dl1trlcta Dlatrlcts 

lcal subdivision. 

School 
Districts 

$0 

2. Narrative: Identify the sspt,cts of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

This bllf, as amended, proposes to establlsh an Indemnity fund to provide protection to farmers who sell there grain 
via some form of credit sale contract. The program would be self-funding In that credit-sale transactions would be 
aswsed a 2110th of 1% fee on the dollar value of the sale. This money would be deposited with the state In an 
Indemnity fund. The fund would be used to pay farmers In case of buyer lnsofveinoy and to cover administrative coats 
Incurred by the Public Service Commlsalon. 

3. State fiscal effKt detail: For Information shown under state flscsl effect In 1A. please: 
A. Rev..,uea: Exp/sin the rewnue amounts. Provide detall, when appropriate, for each revenue type and 

fund sffeoted and any amounts Included In the executive bud{18t, 

Deposits Into the Indemnity fund would be equal to 2110th of 1% of the v&lue of all grain sold via credit-sales contracts, 
It Is estimated thst approximately 250 mllllon bushes of grain are sold each year via credit-sales. Assuming an 
average value of$$ per bushel, annual sales equal $750 million. 2110th of 1% of this amount Is $1.5 mllllon, Biennial 
co0eetlons are therefore estimated at $3 mllllon. 

B. Expenditure•: Explain the expenditure amounts. Provide detail, when appropriate, for earh agency, line 
Item, and fund affected and the number of FTE positions affected. 

The Commission estimates that It would require 1 /2 FTE and cost appro>cimately $791000 per biennium to administer 
this program. Related tasks would Include developing a computer program to record remittance Information, 
receipting and deposit funds, conducting desk compliance audits, Investigating potential discrepancies, etc. 
Addltlonal costs would be Incurred If and when Insolvencies occur. Expenditures would be directly related to costs 
Incurred by the Commission In the case and payments eventually made to valld credit-sale claimants. 

C. Approprlatlona: £Explain the appropriation amounts. Provide detail, when approprlete, of ihs effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In th& executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

) This blll provides for a continuing appropriation to the Public Service Commission to administer this program and 
...__,.,/ 

' ' '',' 

.,;, ,);·/''/,i> 
The •f Cl'fltl'-.,hf C f_,.. on thf I ff lM IN ICCUt' t OCl,c f 
were fft•c:Hn the ...,, ... cour1e of butfM11 • • ;~ t ona of records dtlfvtrtd to Nodfrn JnfoNlltfon 9YltM1 for infcro1ft111fn, end 
=for 1rchfvet 111ft:rofft•. N01'1CEt If the 'tff~.Jt,O:,'f' . .'~.}!!fafft'et~lt!.f•btlrdethrds ohff the AMlrfcen N1tfcintl lt_..rdl rnetftutt 
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related payments to feH7,ert In Insolvency proceeding&. 

Jon Mie'ke 
32M082 

Public Setvlce Commlaalon 
02/18/2003 
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Blll/Resolutlon No.: HB 1197 

FISCAL NOTE 
Requested by Legl1latlve Counroll 

01/09/2003 

1A. SW. tlscal effMt: Identify the state fiscal effect and tht fiscal effect on agency appropriations compa,-<J to 
fundi levels and arv,li'Vllti',at/ons antic~ ated under current law. 

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Br.ntllum 
General other Funds 

Fund 

School School School 
Dl■tricts Dlstrteta 

2. Nlll'l'ltlve: Identify the iispects of the measure which cause fiscal Impact end Include any comments relevant to 
your analysJs. 

I~ This bjJJ proposes to establish an indemnity fund to provide protection to tanners who sell there grain via some fonn of credit sale 
.. _) contract. The program would be setf.funding in that credit-sale transactions would be usessed a 2110th of lo/• fee on the dollar 

value of the sate. This money would be deposited whh the state in an indetnnhy fund. The fund would be used to pay fanntrs in 
case of buyer insolvency and to coVt'l' administrative costs incumd by the PubH~ Servfoe Commission. 

3. stat .. flscal efflct CMtall: For Information shown under state fiscal effect In 1A, please: 
A. Rev.nues: E,q,laln the revenue amounts. Provide detail, when approprlat,.,, for each revenue type and 

fund affJcted and any amounts Included In the executive budget. 

Deposits into the indemnity fund would be equal to 2110th of 1% of the value of all grain sold via credit-sales contracts. It is 
estimattd that approximately 250 million bushes of grain ore sold each year via credit,,sales. Assuming an average value of $3 per 
buahel, annual sales equal $750 million, 2110th of i % of this amount is $1.5 million. Biennial collections are therefore estimated 
at $3 million. 

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line 
Item_ and fund alfected and the number of FTE positions affected. 

The Commission estimates that it would require 1/2 FTE and cost approximately $79,000 per biennium to administer this 
program. Related tasks would include developing a computer program to record remittance information, receipting and deposit 
funds, conducting desk compliance audJ~, inw~t!gating potential discrepancies, etc. 

Additional costs would be incurred if and when insolvencies occur. Expenditures would be directly related to costs incurred by 
the Commission in the case and payments eventuatly made to valid credit-sate claimants. 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, ot the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 

Thi ilcN1rllftltc , ..... on thf• ftlM ,re 1CWr1te reiptOCMCtfOM of rNorda dtltvtrtd to Modern lnfoN1tfcn SVtt• for 1forofftMfnt and 
Wtt't fH!Md-fn tht ,...,,.r Coutlt of buefnttl, Th• photo,raphfc procttl ... t, ,t .... of tht •rfc111n M1tfON1l ltendardl tn1tftutt 
(AMII) for arthfv.l MtcrofflM, NOYICEt If the ftlNd f1119t ~fl, ... lttfblt then thl• Notfct, It fl due to the quelftV of tht 

- bet111 fllMd, :ufi ~\)\)~ 1d,&--I03, 
Operator•• •~ Datt 
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n t amounts shown for expenditures and a--.....,1 tlon ,,,.,,..,,,,,a s. budgf,t. Indicate tho relationship belwff 'ho 

This bUI provides for a continuln payments ro fannera in imolvcncgy ~!~ation to the Public Sctvice Commiaaion to administer ,1,Ll-r·-wwnas. uw, proa,am tnd related 

-· • Jon Mielke ,,,_ ..... IA-· 
t]t'! PubHc Service Commission 

-:_. .. Numbtr: 328-4082 Dae.P 
. • 01/09l2003 • 
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30137.0201 
Tltk,. 

Prepared by the Legfslatlve Council staff for 
Representative Pollert 

January 20, 2003 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1197 

Page 1, llne 14, replace "caah sale" with "oon•credlt-sale" 

Paue 2, llne 19, replace "cash sale and storage" with "non-credit-sate" 

Page 3, Une 24, replace "mat with "lbAU" 

Page 4, llne 4, after "warehouse" Insert "or a grain buyer" 

Page 4, line 6, replace "warehouse's" with "Ucensee•s• 

Page 4, llne 7, replace "warehouae" wUh "licensee" 

· Page 4, llne 11, replace the second "ttll" with •au of that person's unsatisfied" 

Page 4, line 12, replace "mm.tram" with "contracts" 

Renumber accordfngly 

Page No, 1 30137.0201 

T1lt 11•,!t.•to , .... on thf• fH• 1.-. tceUNt• repraduot1w of rlOOf'dl •tt'ltNd to Nodttn lnfo ... tlon l)iet .. for •fcrofflMtl'II n 
_,. ffl-::,,_ • •Lit' eourae of buefnfitl. 111• phototl'•f c proctt1 •te 1tlftdlrctt 6f the Mtrfcan Natf~l ltlftdlrdl tnetttutt 
(Alttl) fOI" -,Nhfval •f orof flM. NOTICl1 lf th• fftlild ..... etlpvt ,. , ... lttfbt• than thft Notfc•, ft fl dut to tht .,alttv of the 
- bof,- ffllld, ~ :Ua Mt ~)JM · \ &).}~3 
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30137,0202 
TIUe,0300 

Prepared by the Leglalallve Council staff tor ~ ~, .. -a. 
House Agriculture Committee ~t ,., O"' 

February 1 o, 2003 J o-6:,. 
IIMJII AMENDMENTS TO HOUSE BILL NO. 1197 

. Page 1, llne 14, replace •cash Hlt11 with 11noncredlt•aale" 

IIJU8I Mliil■Niiil:TO D 1197 Ma ?.-14-03 

Page 2, Hne 19, replace •cash sale and storage• with "noncredit-yfe• 

ll)USI AIIPJfllllllS 'fO D 1197 

Page a, Hne 12, replace 11.warehouseman• with 11Hcensee• 

Pago 3, Hne 14, replace "warehouseman• with 11Hcensee• 
Page 3, llne 24, replace •mat with •.aball" 

AGI. 2-14-03 

Page 3, llne 29. after •a .. Insert .. llcensed• and after •warehouse• Insert •mu1ai.n.~• 

Page 3, llne 31, after •Ibo" Insert "Hcensed• and after "arain• Insert "or the grain .bJLver to whom 
the person sold grain" 

ll>USI ...... IS .. 'IO BB 1197 Ma 2-14-03 

0 Page 4, line 1, after "Ibl11 lnaert •ncensed" and after "warehouse" Insert "or the grain buyer" 

. Page 4, line 4, after the first •a• Insert "licensed" and after •warehouse" Insert "gr a grain buyer" 

,,age 4, Hne e, replace "warehouse'a" with *Hcensen" 

I 
I 

L 

Page 4, llne 7, replace "warehouse• with "Hcensee" 

Page 4, fine 11, replace the second "lhl" with 11all of that person1s unsatisfied'. 

Page 4, llne 12, replace "contract or.2t11" with "contracts or two• and after "h11i'\"'r~" Insert llflfwit !..!.14L"Jc_;ZY 

Page 4, llne 18, remove •section 6 or 
Page 4, attar llne 31 1 Insert: 

•a,vocatlon and su1pen11on. The commission may suspend or revoke tt,e 
Ucense of any llcensee for cause upon notice and bearing for vlolatlon of this ohaptet 

~ and dnlst. l~~Fw!~" lo an ac~vlb' or practice thll Is Cl!Otra.!Y 
~ t ch= ~ru~: ~~ m_ ~sslon. the commlssloo, upon Its own o Jl wt mJ 11=jithout a hearing. may order the person to cease 
and desist from the activity untll further QJQ§LOf the commission. The order mare Include 
~nv9r~= =~~g~o a~lno~=~f& ~r:in:109, A£ease and des st order Li nCri a n ce J ·6 ai on e order within fifteen 
dm of the Issuance of the order, 

c1a1m1, A claim concemlng a grain buyer must be admlnlstered lo a manner 
consistent wfth chapter eo-02.1. A claim conceml~ a.state Hceoud grain warehouse 
must be administered lo a manner consistent with c apter 60·04, A payment ma.v not 

Page No. 1 30137.0202 

Tht 1foroer•to ,.,.. on thi• ftl• ,re ~•t• r...-,cttone t.if recordl •ttwred to Modern tnforwtlon Sytt- for •toroftt•trio and J 
IMt fttlitl•lft tht ..... l•r OOI.Nt of bu8fnetl, Th• photogr,iphtc procttl ... t, ,t .. ,.. of th• Mtrtcan N1tf0Ml ltMdlrdl lnttttutt , 
(AMII) for 1rehtW1L •tcrofltM, NOUClt If tht ff hied .... iltOYO ,. lHI ltttblt than thl• Notte,, ft ,. dut to th• CIUllfty of tht . 
-..nt btlna ftLMICf. t--,_• n b,-,... ~ , :t:PLt, ~~ \~Sl:)o3 
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ll)UD AIIIIDlllml TO D 1197 AGR 2-14-03 

inaolyengy, credft-aaJe contract payments to valid claimants must b~ reduced~ 
amount equal to thecredit-sale contract lndtrooltY payments received from payments 
administered by the Unltad States department of agriculture." 

Renumber accordingly 

Page No. 2 30137.0202 

,,, 1 ,' 1,),',1, 

·• _.oroarll!flfo « ..... on thf• ffl■ ,,.. 1CCUr1t• raprocl,ctf ons of recordl •ttwred to Modern tnfo,wtfon tyat• for ■forofU■tne and 
WIN fUt1e11H" tht .-ut1r eour1• of bUefnt11. Th• photo,tr-11'1hfo procttl _,t, et.,.rdl of the AMtrlctn N1tton1t ltaftdlrde hwtttutt 
(MIO for lrchfvel 111fcroffl■• NO'l'ICII If tht fHNd f .... ~ •• ltH lttfblt than thb Nottet, it ft dut to th• quality of ti. 
- bof,. fflMd, ~ ~ 1:'Pa ~ \ &).ic3 
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118 /I 11 

Date: 
1-?~-t!:J5 

Roll Call Vote#: 

2003 ROUSE STANDING COMMmEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 

House AGRICULTURE COMMITTEE ------------
□ Cheok here for Conference Committee 

Legislative Council Amendment Number 

Action Taken fl lfb ~~;) /1?,1 ~ l"li/15 
~ ( 

Motion Made By 'CR~ i/f: s«:onded By -J,r ti Er ~A. 

Reureaentadves Yet No Representatives Yes No 
CHAIRMAN NICHOLAS 

VICE CHAIRMAN POLLBRT 

REPRESENTATIVE BBL TBR . . 
REPRESENTATIVE BOEHNING ,1·c;1,~~ VG -....L rre.. 
REPRESENTATIVE KELSCH 
REPRESENTATIVE 

KINGSBURY 
REPRESENTATIVE KREIDT - ...... 
REPRESENTATIVE UGLEM -REPRESENTATIVE 

WRANGHAM 
REPRESENTATIVE BOB 
REPRESENTATIVE FROELICH ,. 

REPRESENTATIVE MUELLER 
REPRESENT AT~ IVE ONSTAD 

Total (Yes) No 

Absent 

Floor Assignment 

Thi Mfe,__..lo i ..... on thf• fll11re aeN"•t• ~ttona of reoordl •Uwred to Nodtl'fl tnfo....tfon tyet- for ■fcroftlMlne and J 
Wlf't ftlllll·h\ t.ht ,_l•r oourtt of bu.fnet•• The phototrtp1fc proctt• .. t, atlrlderde of tht Mtrfcen N1ttonel Stendlrdl lnatftutt , 
(AMII) for irehlval MlcrofllM. MOYICl1 lf tht fHMd f .... ~ ft lfft lttfblt thtn thft Nottce, 1t It due to the quelftv of tht ,_ 

docUMnt betno ftlMd. ~ ~I O \Y"'.. ~ :IP,,., ~~ \Q\pjc3 
Optrator'• -~~ Datt 
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Date: 
Roll Call Vote #: 

2003 BOUSE UTANDING COMMITTEE ROLL CALL VOTES 
BfLL/RESOLUTIOl'! NO. 

House AORICUL TURB COMMITTEE 

D Check hero for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Motion Made By 

1)d ?II'>> /1(' ;hn"'v1~ 
a 1ix, n ({} SCCA>ndcd By // t1 e: · 

Re11resentadv11 Yes No ReDrete11tatlve1 Yes No 
CHAIRMAN NICHOLAS I/ ~ 

VICE CHAIRMAN POLLERT I_/ 

REPRESENTATIVE BBLTBR 
REPRESENTATIVE BOEHNING l/ 
REPRESENTATIVE KELSCH '-"""' 

REPRESENTATIVE L,, 
KINGSBURY 

REPRESENTATIVE KREIDT t..,' 

REPRESENTATIVE UGLBM t..,' 

REPRESENTATIVE V WR,ANGHAM 
RBPRESBNTA TIVB BOE "" ~ 

REPRESENTATIVE FROELICH V 

REPRESENTATIVE MUELLER V 
~EPRESENTATAIVE ONSTAD .L/ 

Total (Yes) No 0 
Absent 

Floor Assignment 

I 
1, 
I' 

I' 
I 

Thi lfoNtrlfhlc , ..... on tht1 ffl• 1r1 eeeur•t• r~ttone of rtcordl deUwrtd to MOdtrn lnfo.,...tton tyat- fo, M1crofll■tn1 ftl J 
Wt ffl .. Hn tht .....,lll' COUl"lt of bulfntH. Th• ~togr,iphlo prOCIH Net& ttMdlNk of th• A11trfc1n Nlttonal ltlftdlrde INtftutl ' 
(AMII) for 1rchlYt.il t1tlcroftl■, NO'l'1CEt If the ftlMd t .... ~ 11 lttt lttlbl• thin thf I Notfct, tt It dut to tht 4M1lttV of the 
docutnt btlftl flllllld, ~ (')\ \v--.. J:Jia ~~~ 1dP-1c::, 

0ptr1tor'• ~ D•t• 
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RIPOFIT OF STANDING COMMITTEI! (410) 
February 14, 2003 12:18 p.m. 

Module No: HR-21-2718 
Carrier: Mutller 

lnNrt LC: 30137.0202 Title: .0300 

RIPORT OP STANDING COMMITTEE 
HI 1117: AartoultUre CommlttN (Rep. NloholM, Chairman) recommends AMl!NDMINTS 

Al l'OLLOWI and when so amended, recommends DO PASS (12 YEAS, O NAYS, 
1 ABSENT AND NOT VOTING), HB 1197 was placed on the Sixth order on the 
calendar. 

Page 1, Une 14, replace •caah aa1e• wfth •nonored1t .. aa1e• 

Page 2, llne 19, replace •caah sale and storage• wfth 11noncred1t .. y!e 11 

Page 3, line 12, replace •warehouseman• wtth •ucenaee• 

Page 3, fine 14, replace •warehouseman• wtth •r1censee• 
Page 3, llne 24, replace •~• wfth •aball• 

Page 3, Une 29, after •a• Insert •ucensed• and after •warehouse• Insert •or a grain buver-
Page 3, llne 31, after 11lh111 Insert •ucense<r and after •gmtn• Insert •or the grain buyer to 

whom the person sold grain• 

Page 4, llne 1, after 11lll111 Insert •ncensed• and after •warehouse• Insert 11or the grain buyer• 

Page 4~ 4, after the first 11111 Insert •ncensed11 and after •warehouse• Insert •or a grain 

Page 4, llne e, replace •warehouy•s• with •ucensee•s• 
Page 4, llne 7, reprace •~• with 111icensee11 

Page 4, llne 11, replace the second 1111111 with 11aH of that person's unsaUsflecr 

Page 4, llne 12, replace •contract or one11 with •contracts or two• and after 11 hundred 11 Insert -~· 
Page 4, llne 18, remove •seot1on 6 or 
Page 4, after llne 31, Insert: 

•eevooatloo and ,,usoenslon. The commission may suspend or revoke the 
Hoense of any Uoensee for cause upon notice and hearing for vlolatton of this ohaoter. 

cease and desist, If a person engages lo an actlvftv or practice that Is contrarv 
to this chapter or rules adOJ)ted by the commission, the commlsston, upon Its own 
motion without complalnt and with or without a hearing. may order the person to cease 
and desist from the aotivilY until further order of the commission, The order may 
loolude any corrective action up to and lncludlng noense suspension. A cease and 
desist order must be accompanied by a notice of opportunltY to be heard on the order 
wttblo fifteen days of the Issuance of the order, 

c1a1ms, A claim concerntna a grain buyer must be administered In a manner 
cooslatent with chapter 60:02.1. A claim concem1~i a state llceostd oratn warehouse 
must be administered tn a manner consistent with Q apter 60::04, A g:ede~ ~~n~ 
be made from the oredtt•sale contract lodemoltv fund tor a 01a1m _ _ _ n __ e 
resuHlna from the sale ot grain to a oerson not ncensed under chapter 60-02, chapter 
80:02,1. or the United states Warehouse Act rPub. L. 106::472; 114 stat. 2oe1; z u.s.c. 241 et sea,]. 
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unuoensed faoHltv-based grain buver. Ibts chapter also apones to a 

tt8H~·1t:r,l.!~tr:; ,:,.drur~~•r«:not:~t! :n:~1~~~e~'lrc:"r,~ 
The commlssk>n has the d~ and power to examine and Inspect. during regular 
business hours. aH books, documents. and records related to cottactions and 
remittances pertaining to the credit-sate contraot indemnity fund. 10 the case ot 
1nso1yenoy. credit-sale contract paymen~ == =1 ~ ~ 
amount aaual to the credit-sale contract =v : =,ra 
admlo1stared by the United States degart,nent of agricutture. • 

Renumber accordingly 
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2003 SENATE ST ANDINO COMMITrEE MINUTES 

BILURESOLUTION NO. HB 1197 

Senate Agriculture Committee 

□ Conference Committee 

Hearing Date 03/07 /03 

T Number SideA Si<teB Meter# 
1 X 4628 • end 
2 X 0- end 
2 0-400 

Committee Clerk Si 

Minutes: 

Chainnan Flakoll opened the hearing on HB 1197. All members were present. 

Representative Potlert introduced and testified in favor of the bill. The bill deals with credit sales 

contracts with grain warehouses. It does not deal with cash sales or warehouse receipts. The biU 

seeks to assess .2% of the value of the grain for use in an indemnity fund to provide protection 

for producers with credit sale contracts with an elevator in case of an insolvency. It is estimated 

the assessment wilt bring in $1.S miUion per year and the assessment would stop whon the fund 

balance reaches $10 miUio-'1, It would begin again if insolvency brought the fund balance below 

$5 million. (meter # 5277) Some elevators can get bonding for credit sales contracts but 

certainly not all elevators would qualify for bonding. Those that could get it would pay S .. 6 

ctnts per bushel, approximately 2%. 

Senator Klein asked if the assessment would be refundable. 
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Representative Pollcrt said no, That is why the assessment only applies to credit sales contracts. 

If it were to be refundable, after they i·eceived their credit sale payment. farmers would apply for 

a refund. The fund would never build up. 

Senator Nichols asked regarading elevators with bonding coverage for credit sales contracts, if 

this bill were to pass, woulc4 drop that coverage? 

Representative Pollett said there were others with better knowledge of this issue. He thought 

they would probably drop their bonding coverage. 

Senator Urlaclter asked if those elevators with bonding coverage would have the option of being 

covered under this bill? (meter# 5691) 

Representative Pollett said if it was a credit sale contract, there would be a deduction for the 

indemnity fund. 

Representative Mueller testified in favor of the bill. (meter# S761) S00/4 of the grain trade in 

North Dakota are credit sale transactions and this number will increase as elevators move 

towards more unit train systems. There is currently no protection under the law for these 

transactions. Representative Mueller was among 1 SO farmers who have recently been through 

the exact situation this bill addresses and they are not through with it yet. He has teamed that 

lawyers and court proceedings are very expen.CJive and, so far, not very rewarding. The 

Wimbledon Grain insolvency has caused a shortage of $1.1 million in his community because of 

fanners with credit sales transactions. This shortage has affected the entire community. He 

doesn't want to see this happen again. 

According to Public Service Commission records~ there have been 21 insolvent elevators in 

North Dakota in the past 20 years. (tape 2 side A meter# 160) 
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Regarding the bonding of credit sales, the cost is 2% of the value of the credit sale contract. l S • 

200/4 of elevators would not have a balance sheet that would qualify them for the bond. This 

bond, even if the elevator could get it, would cover only deferred sales, not delayed price 

contracts. As a fanner, you are going to pay either way. It is also important to remember that 

there is a 80% cap in the bill so an elevator could still bond the credit sales and cover the whole 

transaction. With the structure of the hill, those who do not use credit sales do not pay, (meter# 

488) 

Senator Ftakoll asked how was the $250,000 cap selected? 

Representative Mueller said it was somewhat arbitrary. The bill originaHy said $100,000 and it 

was amended on the house side. It is in line with what other states are doing. 

Senator Flakoll asked if there was any discussion about why producers should keep on paying if 

they go beyond the $2S0,000? 

Representative Mueller said it has been discussed. It is important to remember that the 

assessment goes away when the fund reaches $1 0 million and producers continue to be covered 

without paying, providing there is not a draw on the fund. 

Senator Flakoll asked if there would be an ongoing appropriation of$79,000 for administrative 

costs? 

Repr~cntative Mueller said the administrative funds would come from the indemnity fund and at 

no cost to the general fund and represents the costs for a biennium. The Bank of North Dakota 

uses a sharp pencil in the managemcmt of such i\mds so interest would accrue. 

Senator Flakoll asked if accrued interest would remain in the fund? 

1 
_J Representative Mueller said yes, 
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Senator Klein asked if there will be a report to the legislature for accountabflity p·urposes? 

Representative Mueller said its a good point and he doesn't have a aood answer, There are 

internal audit systems with the Public Service Commission, 

Jon Mielke, executive secretary of the Public Service Commissio11t testified in favor of the bill. 

(written testimony) (meter # 919) There is a proposed amendment attached to the testimony. 

Commissioners Tony Clark and Susan Wefald were both in attendance to answer questions. 

Senator Klein asked how an elevator like Wimbledon gets into that position? 

Mr. Mielke said Wimbledon was unusual in that they had both federal and state licenses. For 

efficiency's sake, the Public S~ce Commission focuses on elevators where the federal 

inspectors don't go. The federal inspectors had been to Wimbledon and had conducted an audit. 

The bank pulled their line of credit which made the elevator insolvent. When all was said and 

done, if you don't consider the funds due the credit sales patrons, the bonds were never called in. 

The assets were liquidated and the creditors paid, 

Senator Klein asked if the federal inspectors weren't forward looking enough? Should they be 

held accountable? 

Mr. Mielke said there has been a lot of finger pointing and questions were raised. He is not 

familiar enough with the federal system. Things can happen fast in the graitt industry, The 

Public Service Commission tries to get to the elevators they inspect once a year but things can 

happen after they leave, as was the case with Wimbledon Grain when the bank pulled their 

checkbook, 

Senator Klein said the Public Service Commission sought credit salt'IS coverage in the 1999 

session, was cost the reason it failed? 
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Mr. Mielke said those sections were amended out of the bills. Cost and availability of bonds for 

credit sales were factors. 

Senator Flakoll asked if we should have any concern about ramp up time on this? 

Mr. Mielke said in a worst case scenario, if there was an insolvency next September, and there 

were major claims, the Public Service Commission would pay out whatever was in the fund but 

this would represent a partial payment and as more funds accrued, the producers would receive 

the rest of their payment. 

Senator Flakoll asked what is the time table for payment by the Public Service Commission to 

farmers after an insolvency? 

Mr. Mielke said payment would not be made until there was a court order. The Public Service 

Commission would make recommendations to the district court. There is then an opportwrlty for 

all claimants to be heard in court and the court then issues an order to the Public Service 

Commission to issue checks. (meter # 2051) 

Senator Nichols asked how many farmers understand the risks involved with different grain 

transactions? 

Mr. Mielke said you would have to ask the farmers. Unless an elevator has a bond to cover 

credit sale contracts, every contract written by that elevator for a credit sale must have, in bold 

print over the signature line, a disclaimer notifyl.ng the fanner he is not covered in case of an 

insolvency. There seems to be more awareness after the Wimbledon Grain insolvency. 

Senator Flakoll asked if a notice should be posted at the elevators? 

/ Mr. Mielke said after the Interim study they developed a brochure with the extension service that 

, ........ , was !lent to all elevators with a request to post them. 
l.~ 
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Senator Flakoll asked if the start up costs would be higher than the ongoing costs for 

administration of the fund? 

Mr. Mielke said except for inflationary pressure, he anticipated start up costs would be slightly 

more than subsequent on going administrative costs. 

Scott Jorson, a farmer ftom the Wimbledon area. testified in favor of the bill. He was a holder of 

a credit sale contract thut has not been paid. This bill is a good one because it provides coverage 

for users of credit sale contracts, lt does it at minimal cost and it is paid for by those who use this 

sales method, He, also submitted written 1.eStimony from Greg Nelson, another farmer who could 

not attend due to the weather. 

Mark Sitz, farmer and representing the North Dakota Farmers Union, stood in support of the 

bill. (meter # 2509) The Farmers Union has language in their policy that deals with credit sales 

c.ontracts. This is becoming a very common way tor fanners to do business. Some farmers do 

not realize they are not covered by a bond. The bill is fair and reasonable, 

Senator Seymour asked how many fanners a"1ually read the Farmers Union policy book? 

Mr. Sitz said he hopes they all do. 

Brian Kramer, North Dakota Fann BureaU; testified in favor of the bill. (meter # 2730) 

Steve Strege, North Dakota Grain Dealers Association, spoke in favor of the bill. (written 

testimony) (meter # 2816) Their concern about the $100,000 cap was addressed by the house. 

Senator Nichols asked with a delayed price credit sale contract, in case of an insolvency. how is 

price detennined? (meter # 3305) 

Mr. Strege said he thought it was the price on the day of insolvency. 
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Lowell Bemston, farma· from Kulm and Chairman North Dakota the Ag Coalition, testified in 

favor of the bUl. This bill will support independent grain dealers and so supports smaller 

busmess in North Dakota. (mtter # 3362) 

Mr. Strege said as far as the cap is concerned, that is the limit of a payment from one elevator. If 

a fanner is doing business with more than one elevator, he would have the $250,000 maximum 

coverage from each elevator. 

Tony Clark, Public Service Commissioner, stood to add a comment. (meter# 367S) He said the 

800/4 limit in the bill encourages farmers to scrutinize who they are doing business with. With 

1 OOo/4 coverage, they would not have this incentive. 

Keith Brandt, general manager of Plains Grain and Agronomy in Enderlin and the president of 

the North Dakota On.in Dealers Association testified in favor of the biU. (meter# 3772) It 

enoow-agcs confidence in the local elevators. 

Representative Chet Pollett stood tor questions. (meter# 388S) 

Senator FlakoU asked about out of state producers hauling grain to North Dakota? 

Representative Pollett said he is the wrong guy to answer that question. 

Mr. Mielke stood for the question. In case of an insolvenoyt state of residence makes no 

difference. All claimants are treated the same. 

Senator Klein asked if the Public Service Commission determines the legitimacy of the claims? 

Mr. Mielke said yes. 

Representative Earl Rennerfeldt testified in opposition to the bill. (written testimony) (meter # 

4147) He said we are trying to protect a few shaky elevators by taxing everyone. Its the farmees 

responsibility to oheck out an elevator before he does business with them. 
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Perhaps the bill mould be amended so any elevator that offers credit sale contracts should be 

bonded. The bonds can•t cost that much, 

Senator Flakoll asked if the ceiling isn't like FDIC•s ceiling? 

Representative Rennerfeldt said he didn't know how they arrived at the $250,000 figure. He 

questions whether assessing a farmer for more than $250,000 of credit sale oontrads is 

constitutional? 

Senator Flakoll asked how a fanner should check out an elevator before he does business with 

them? 

Representative Rennerfeldt said they should find out who the owner is and took at the books. 

Senator Nichols asked in the case of an elevator with a $10 million bond at a cost of $30,000, 

wouldn't that cost affect all customers of the elevator? 

Representative Rennerfeldt said yes. 

Senator Nichols asked even though the bond is directed towards the safety of those with credit 

sale contracts aren't all customers essentially paying for the bond, because it will reduce the price 

they receive for their grain'l 

Representative Rennerfeldt said yes but they are also getting the benefit of using your money 

interest free. 

Chainnan Flakoll closed the hearing on HB 1197. (meter# S639) 

Senator Klein said at a cost of .2%, we should have created our own pool long ago, This is ~" 

opportunity for fanners to insure themselves at a reasonable rate. 

Senator Urlaoher said he sees the value in it but some large elevatoN might get a double 

0 whammy, If they keep their bond, 

I 

I 

I 
i 
t 

.J 



r 
r , 

r 

L 

Page9 
Senate Agriculture Committee 
Bill/Resolution Number HD 1197 

('\ Hearing Date 03/07/03 

0 

Senator Klein said this is a good point but he wondered if the cost of the bond would go down 

because it would perhaps cover the last 200/4. 

Senator Nichols said he thought such a bond would be cheaper. 

Senator Urlacher said if they operate in several states. they might still need to keep the bond. 

Senator f Jein said they would still have to bond for the cash sale side. 

Senator Erbete moved that the Senate Agriculture Committee adopt the amendments proposed by 

the Public Service Commission. seconded by Senator Kl•. 

Senator Flakoll asked if there should be a requirement to post a notice regarding risk? 

Mr. Strege said it is done already. 

The amendments were accepted on a roll call vote. Voting yes were Senator Flakoll, Senator 

Brbele, Senator Klein. Senator Urlacher, Senator Nichols and Senator Seymour. There were no 

negative votes cast. 

Chairman Flakoll moved on to other business of the committee. 
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Chainnan Flakoll opened the di1CU11ion on RB 1197. All members were present. 

Senator Flakoll said Representative Belter was here earlier saying it might be better to raise the 

ceiling to $350,000 with the 800/4 payout at $280,000. What does the committee think of this? 

Senator Klein said the whole illUC is to come up with a level that would keep the fund solvent. 

The only opponent to the bill was concemed about the level. Why would he want to go from 

100'/4 coverage now to 80% coverage? There are some big grain sellers now. Many are not 

covered now. 

Senator Nichols &Rked if the $10 million should be reconsidered if we reconsider the individual 

coverage? 

Senator FlakoU said we are adding 10% to the individual coverage. 

Senator Klein said he thinks its OK at $10 mi11ion. lfwe have significant usage of the fund, we 

-\~ can address the issue, If the money runs out, those fanners would eventually get paid when the 
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fund is replenished. He would like to run this by the sponsors, They have becm working hard on 

this for n year. 

Senator Nfohols said he thought the level was similar to other statelLl, this came out in testimony. 

Senator Klein said we are changing line 16 to $280,000? 

Senator FlakoU said that is the intent. 

Senator Klein will ,-:heck with the sponsors. 

ctaainnan Flakoll reopened the discussion on HB 1 197 (tape 1 side B meter #27). 

It was moved by Senator Klein, seconded by Senator Erbele and passed on a roll oall vote that the 

Senate Agriculture Committee adopt the further amendment chan[;ing page 4 line 16 to 

$280,000. Voting yes were Senator Flakoll, Senator Erbele, Senator Klein, Senator Ur!acher, 

Senator Nicholg and Senator Seymour. There were no negative votes cast. 

Senator Klein said the producer will pay no matter how we do this, with a bond at the elevator or 

an indemnity fund and this is more economical. The Wimbledon situation brings the issue to 

light. Its a good idea. 

Senator Urlacher said he checked with Southwest Grain, the largest outlet in the state. Their $10 

minion protection is over the entire system so it is very minimal. Over 50% of their grain is sold 

on a credit sale transaction. They are concerned their coverage is inadequate and supportive of 

this legjslation. 

Senator Klein said the Southwest Grain policy only covers delayed payments, not deferred 

payments so there are still a lot of people without coverage. 

Senator Urlacher agreed, He said in some cases two years ofa fannerts produrtion held on 

contract so there is volwne involved. 
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Senator Nichols said the 80% coverage is a good feature. 

It was moved by Senator Klein. seconded by Senator Erbele and passed on a roll ca.II vote that the 

Senate Agriculture Committee take a Do Pass As Amended action on HB 1197, Voting yes were 

Senator FlakoJJ. Senator Erbele, Senator Klein, Senator Urlacher. Senator Nichols, and Senator 

Seymour. There were no negative votes cast. Senator Nichols will carry the bill to the floor. 

Chainnan FJakoU moved on to other business of the committee. 
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Meter# 

Note: When the bill was turned in at the front desk, Senator Holberg from the Appropriations 

Committee, asked to have the bill re-referred to appropriations. 

Chainnan Flakoll asked the committee clerk to poll the committee members for their approval. 

All members approved re-referring the bill to appropriations. 
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1197 

Page 1, llne 3, after •eo-02.1 .. 30• 1nsert •, eo .. 02.1 .. 34" 

Page 2, after Hne 8, Insert: 

"SECTION 3. AMENDMENT. Section 60-02, 1-34 of the North Dakota Century 
Code la amended and reenacted as follows: 

80-02.1-34. Commlnlon to marshall tru1t auets. Upon Its appointment, the 
commission shall marshal! all of the trust fund asseta. The commlaalon may maJntaJn 
suits In the name of the state of North Dakota for the benefit of all no~-saJe 
C,almants against the licensee's bonda, Insurers of grmn, any person may have 
converted any grain, and any person who may have received preferential treatment by 
being paid by the Insolvent licensee after the flrat default.• 

Page 4, line 16j replace "flflx11 with "eighty" 

Renumber accordlngly 

Page No, 1 30137,0301 
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2003 SENATE ST ANDING COMMlTrEE ROl,L CALL VOTES 
BILL/RESOLUTION NO • ......,...,//i,._~£-r-----

Senate Agriculture 

D Check here for Conference Committee 

Legislative Council Amendment Number 
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Roll Call Vote#: .,.. ' 

2003 SENATE STANDING COMMIITEE ROLL CALL VOTES 
BILIJRESOLUTJON NO, _!/_q_, ______ _ 

Senate Agriculture Committee 

D Check here for Conference Cornmittee 

LegislativeCowicilAmendmentNwnber 30107, CJ.36) / 
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Motion Made By \ ~ 1G . ..e.u, Seconded By &:':::" 'i=;(.bgl L 

Senaton Yn No Senaton Yet No 
Senator Flakoll. Chainnan ✓ Senator Nichols v 
Senator Erbele, Vi_ce Chairman I_/ Senator Sevmow- V 
Senator Klein L,.,I 

Senator Urlacher t/ 
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0 
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RIPORT OF STANDING COMMITTII (410) 
Maroh 17, 2003 1 :31 p.m. 

Module HQ: SR-47-4121 
Can1lr: Nlohole 

lnaert LC: 30137.0301 Tltle: .0400 

REPORT Of STANDING COMMl1TII 
HB 1117, • ~•d: Aarloulture CommlttM (Sen. Flakoll, Chairman) recommends 

AMENDM AS FOLLOWS and when ao amended. recommends DO PA88 and 
II AIRIPERRID to the Approprlatlont CommlttN (6 YEAS, 0 NAYS, 0 ABSENT 
AND NOT VOTING). Engrossed HB 1197 was ptaced on the Sixth order on the 
calendar. 

Page 1, llne 3, after 1160-02.1-3011 Insert 11
, 60-02.1-34" 

Page 2, after Hne 8, Insert: 
118ECTION 3. AMENDMENT. Section 60-02.1-34 of the North Dakota Century 

Code Is amended and reenacted as follows: 

80-02.1-34. Commlsalon to marshall truat ...-. Upon 118 appointment, 
the commission shall marshal! all of the trust fund assets. The commlssk>n may 
maintain suits In the name of the state of North Dakota for the benefit of all 
noncredtt·HII claimants against the licensee's bonds, Insurers of grain, any person 
who may have converted any grain, and any IHl1'.ll2D. who may have received 
preferential treatment by being paid by the Insolvent llcensee after the first default.• 

Page 4, llne 16, replace •mw• with 11elghtt 

Renumber accordingly 
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2003 SENATE STANDING COMMITIEE MINUTES 

BILURESOLUTION NO. HB 1197& Vote 
□ Conference Committee 

Hearing Date 3-19-03 

TaoeNumber Side A Side B Meter# 
1 X 1393-4904 

Committee Clerk Sianature ~~ ,[)~~ 

Minutes: CHAIRMAN HOLMBERG opened the hearing to HB 1197. A bill relating to the 

creation of a credit-sales contract indemnity fund: relating to insolvencies of grain buyers and 

warehousemen; and to provide a penalty. 

(Meter 1393) REPRESENTATIVE PHIL MUELLER, District 24 testified as one of the 

sponsors of HB 1197. See written testimony Exhibit t. 

(Meter 2099) CHAIRMAN HOLMBERG asked him to explain delayed price. Does the farmer 

has absolute control over when that product is going to be sold, such as three months later, go in 

get a price for that day? Does the elevator charge a fee for storing that commodity during that 

time? Does the elevator contact the fanner when the price is detennined? 

-

(Meter 2163) REPRESENTATIVE PHIL MUELLER stated there are a number of different 

ways that it can be handled. The elevator does charge a fee in most cases, charge about 10 cents a 

bushel, this may vary across the state. In order to enter into a delayed contract determines that 10 

cents a bushel. Then you set your price for this at this period of time. There are all kinds of 

< !-
' ii 

f ordl •lt td to Modern tnforMtfon tyat .. for •fcl'ofH•tno end J 
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Page2 
Senate Appropriations Committee 
Bill/Resolution Number HB 1197 
Hearing Date 3-19-03 

mechanisms that fall into this delayed price categorization. There are fixed bases. open bases. but 

they are a11 considered delayed price contracts. 

(Meter 2281) SENATOR TALLACKSON stated talking about bonding. why wasn 1t this 

bonded? (Meter 230S) REPRESENTATIVE PHIL MUELLER stated the PSC and USDA are 

dual bonding. State law position is the bonding companies only protect stored grain in that 

elevator, since then all deferred mechanisms and delayed prices so not all are covered now. The 

bonds do not protect on a credit sale contract. 

(Meter 2468) SENATOR KILZER asked what changes the House made to this bill. (Meter 2487) 

REPRESENTATIVE PHIL MUELLER stated most changes were housekeeping clean up with 

two additional changes. One was a language cleanuµ and the second was a single fanner 

protected 80% or $280.00 whatever is less. 

(Meter 2645) SENATOR CHRISTMANN ask what happened in the Wimbledon elevator. was it 

fraud or other problems? How are elevators monitored with all the money and contracts? no they 

have a list of alt their deferred contracts and what their amounts are? (Meter 2722) 

REPRESENTATIVE PH~ MUELLER is also a question he asked and wanted to know how to 

dot this. Currently the PSC is in charge of collecting commodity funds. This assessment will be 

handled the same way. There is a fiscal note that has been prepared by the PSC for $79,000 

coming out of this grain indemnity fund. The $79,000 is going to put a couple of auditors on part 

time bases going around out in the field, going around to the elevators and looking at their books. 

what do they have on credit, what is the credit tine sales, etc.? 

(Meter 2880) SENATOR CHRISTMANN also asked if he makes a contract with a privately 

owned elevator or coop owned elevator. those are open records to the PSC? (Meter 2911) 
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Page 3 
Senate Appropriations Committee 
Bill/Resolution Number HB l 197 
Hearing Date 3-19-03 

REPRESBNTA TJVE PHIL MUELLER responded that in the state of ND, it is Jaw l'equires that 

every elevator operating in the state, have a state license-. Under that state license, the answer to 

your questions is yes, He explained what happened to Wimbledon Elevator. 

(Meter 3270) SENATOR THANE gave his personal account and explained on how his elevator 

works. His opinion was that coops are not fdfe either. REPRESENTATIVE PHIL MUELLER 

agreed that is exactly why this bill is need<.d, 

(Meter 3S13) SENATOR LINDAAS asked when would this get up to full strength? If there was 

a start up date for this August I st? REPRESENTATIVE PHIL MUELLER state that. is a good 

question, these are based on numbers that the PSC has rendered to and they have used some bal1 

park figures, there was X number of grain handled in this state in a given year on an average 

basis. Half of that grain they attached a $3 value to it, may vary with other grains. 

(Meter 3785) SENATOR KILZER asked if there were other areas in the elevator business where 

fanners or other patrons would be left unprotected? REPRESENTATIVE PHIL MUELLER 

stated that probably no this may not be the last hole but it is a huge one. He gave an example of a 

commodity sold unrelate.d to grain that could possibly be a problem within an elevators busines~, 

(Meter 4023) SENATOR ANDRIST states if it start August 1st. what if an elevator goes under 

prior to August 1st and there are no funds avaiJabt~? REPRESENTATIVE PHIL MUELLER 

stated those people wil1 be covered. They wm get their money but they won't get it until that 

assessment comes into that fund. 

(Meter 4197) SENATOR ANDRIST asked when you say elevators are doing more things than 

they use to, will the PSC be able to isoJate the areas so the elevator fund does not get jeopardized 

by other activities conducted by the elevators? REPRESENTATIVE PHIL MUELLER stated it 

,,' . '' ' . 
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Senate Appropriations Committee 
Bill/Resolution Number P'J t t 97 
Hearing Date 3-19-03 

is his belief that because of the licensure provisions and the requiremen 1 •; of the Ileen sure those 

books have to be separate from other business activities, 

(Meter 4411) SENATOR CHRISTMANN asked if it was ever diS(.:ussed that the same thing 

could happen to the cattle business if the sales barns go under? REPRESENTATIVE PHIL 

MUELLER answered he believed there some mechanism in place. Elevators can currently bond 

for credit sales contracts if they choose to do so, they are not required to do so by law but they 

may do so. There are some thftt have a bonding process in place already. 

(Meter 4904) SENATOR KRAUTER made a motion of a DO PASS with a second by 

SENATOR ANDRIST. A voice vote of 11 yeus, 0 nays and 3 absent passed the bi11. SENATOR 

NICHOl.S from the Ag committee will carry the bill. 

CHAIRMAN HOMBERO closed the hearing of HB 1197. 
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Date: 19 oJ 
Roll Call Vote #: 'J; ,. 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILI/RESOLUTION NO. Utf1 

Senate AppropriatJons 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Motion Made By 

Senators 
Senator Holmber2, Chairman 
Senator Bowman, Vice Chair 
Senator Orjndberj?, Vice Chair 
Senator Andrist 
Senator Christmann 
Senator Kilzer 
Senator Krauter 
Senator Krinastad 
Senator Lindaas 
Senator Mathern 
Senator Robinson 
Senator Schobinger 
Senator Tallackson 
Senator Thane 

Yes 
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V 
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✓ 

Committee 

No Senators Yes No 
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Total (Yes) ____ \J....:l:...__ ___ No ) -------
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Floor Assignment ~ ~ ~hfl.1.o 
If the vote is on an amendmentt brief,J ,ndicate intent: 
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REPORT OF STANDING COMMITTEE (410) 
March 19, 2003 1:18 p.m. Module No: SR◄f..5188 

Clnier; Nfchofa 
lnNrt LC: • TIiie: • 

REPORT OF STANDING COIIMrrree 
HB 1197, u enaroued and •mended: ANroortatton, CommlttN (Sen. Holmbera, 

Chairman) recommends DO PASS "( i 1 'IEAS, 0 NAYS, 3 ABSENT AND NOT 
VOTING). Engrossed HB 1197, as amended, was placed on the Fourteenth order on the calendar. 
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2003 HOUSE STANDINO COMMrITEE MINUTES 

BILURESOLUTION NO. HD 1197 

House Aariculture Committee 

" Conference Committee 

Hearing Date 4---03--03 

T Number Side A SideB 
ONE A 

Committee Clerk Si 

Minutes: 

Meter# 
00 TO END 

0 VICE CHAIRMAN POLLERT: We will now call the Conference Committee together on 

HB 1197. 1he clerk took the roll and everyone was present, 

VICE CHAIRMAN POLLERT: It was nice of the Senators to join us this morning. You are 

probably wondering why we did not concur on the Senate Amendments, I will have 

Representative Mueller address this matter a little further. It deals with a Supmne Court Case 

that is &om the Wimbelton Grain case. We might also have to have the PSC because I have 

amendments that we will have to have. What these amendments will do. Those incorporate the 

Senate Amendments that you put on in the Senate Agrioultw'e Committee with the two hunkered 

and eighty thousand, On the 3rd page. line 16 so that is incorporated in there. { {PLEASE 

READ THE BILL AND AMENDMENTS FOR A BEITER UNDERSTANDING OF THE 

TESTIMONY AND CONVERSATION THAT IS GOING ON.}} The Senate Amendments are 

0 on the bill and we like the amendments and then we will have to further amend. At this time I 
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House Apiculture Committee 
Bill/llelolution Numbet HB 1197 

/~ Hearin& Date 4--03-03 

would like to havo R.eproscmtative Mueller spoak about that and then at that time we will need the 

PSC to givo u, the reason why these amendments are needed. 

REP. MUBLLBR : Thank you Chairman Pollert. This has to do with the Supremo Court and 

what is going on presently. The court has made no decision on as yet. This suit is basically a 

group of folks Wimbelton Grain and is going through a process and it ended up with the 

Supreme Court. The issue before the Supreme Court now and our issue as grain people has to 

do with the definition ohdmant. It is legal coWtoils position that in the law it says claimant. 

It gets foggy as to what a claimant really is. That is the basis for our court case in the Supreme 

Court. 'l1le definition of the word claimant. We want to be considered claimants. Then we 

would have access to this 1l'Ust fund from the Wimbelton situation. n1e problem with t 197 is 

Simply this, if the Supreme Court rules in Wimbelton Grains favor and in fact identifies us as 

claimants. Access the trust funds and all that. That then presents a major issue with 1197 

Because we reference claimants in 1197, In a nut shell, the solution to that problem is to change 

the term claimants to receipt holders. If the Supreme Court rules against the Wimbelton Grain 

we would not have to do any of this. I would have been more then happy with your mnendments. 

There is not a problem with them as far as I am concerned. What Chainnan Nicholas did not 

concur was on our request to deal \\-ith this issue with claimant verses receipt holders. In the 

end if the Supreme Court rules against us. The Wilmbelton I am talking. The bill would have 

been just dandy. We don't know when they are going to rule. We didn't want to leave 

without that technical change being made. The reason that gets to be kind of significant and I 

think Mr Binek and Commissioner Clark have to come in as I understand it at least what we 

have done is ifwe are successful in the Supreme Court claimant says in here we then have 
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Bill/R.oeolution Numbc,r HB 1197 

~- Heariq Date 4-03-03 

0 

exposed and created a situation where tho olovators are going to have a dickens of a time, 

number ,ettina: bonds, because they are exposed to R great deal moro. The are exposed on thJs 

credit sales side, The will also probably t~ financing. No one on either side wants to put 

the elevator people in a hurt bag on that. If it looks like we have the potential of double dipping 

going on. That is a stretch but it is a concern. With double dipping, we have this grain 

indemnity fund set in place, The Fed's are at least considering there own version of that. It is 

not even close to being as good as what we have put in place. They could access thb fund and 

alao the Fed. Indemnity fund. We are not asking anyone to do any double dipping. 

REPRESENTATIVE POLLBRT: So what the amendments would do is tighten up the century 

code a little. 

REP. MUBLLBR : We make this change and it really dose not change anything. We are still 

doing what we had intended to do. It is kind ofa maybe ifldnd of if they ruled in our favor. 

With this claimant issue. 

REPRESENTATIVE POLLBRT. There is a definition for a receipt but not a receipt holder. 

There has never been a definition of a receipt holder in the sixty o two point one. { {please 

again refer to the amendment page one line three etc. 

REPRESENTATIVE POLLBRT: Lets open this up to the PSC. 

COMMISSIONER CLARK: PSC There has never been a problem up until the creation of 

6002 with the definition of receipt holders. Because receipt is included in both 6002 and 6002.1 

The definition of receipt that excludes credit sales contracts. 6002.1 the term receipt holder 

Would use and with out a definition everyone concluded that receipt holder is someone holding 

a receipt, Rep. Mneller explained the issue before the Supreme Court right now is what is the 
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dofimtion of ctaim,nt under IOCtlon 6002. l that was put into law in 1989. One of the major 

problems that tho PSC has with the language in this law being the way it is if the Supreme Court 

rules in favor of the Wimbetton Grain Farmers Group what it do~ it puts tho fanners who deal 

with Federally Hceaao ware house receipts in a more favorable position that fanners who deal 

with state liceme warehouses, elevators. You have to keep in mind here there are two types of 

Warehouse Ucen,c,s. Federal license and a State License. Right now nobody argues the point 

that under the state license warehouses, credit sales oontracts have no protection. If the 

Wimbelton Farmers Group prevails in the Supreme Court the result of that would be that fanners 

who sell grain at Federally licensed warehouses will have additional protection because they will 

have protection of the trust fund in addition to any other protection they might have. Fannen 

dealing with state license warehouses do not have that protection. So you have an unequal 

situation. We don't think that is what the legislature wanted to do in 1989 when it created 

6002.1. The purpose for creating 6002.1 is so that farmers dealing with Federally licensed 

warehouses bad the same protection as state licensed warehouses. That is the dilemma. 

We are hoping that the Supreme Court witl rule so we know where we are at. We are coming to 

the ettd of'the session and we don't have a rule ftom the Supreme Court as yet. So this would 

take care of that inequality between licensed warehouse facilities and farmers dealing with those 

license. 

COMMISSIONER CLARK: Th.at is the key point always the differences here when we talk 

about claimants verses receipt holders. When the Federally licensed grain buyers license was 

created by the legislature they used the word claimant. For what ever reason. So that created a 

The ltfcr•r•lo f..,.. on thf• ffl11 .,.. lfflW'ttt rep,Cdlctton1 of rtcOf"dl •lfwrtd to Nodtrn lnfol'Mltfcin IVlt• for ■fcrofllltfn, w J 
...... ffl ..... t .. the ,_tar c«H'at of buatntH, Th• pftototl".,IC prOCHt .. t, •t-rdl Of th• AMrfcen Netfonel ltendlrde rn1tftutt 
(MIi) fol' ·•rehfvel Mf crofflM. NOTICSI If the ffltllld f•Ot It.tow ,. let• le,fblt thlWI thf• Notice, ft ,. dut to the qutllty of tht . _.'. 
~t i,.,,... ,u-. t--._l a \v--.. . 
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dift'ennce in the word they uaed compared with the state license which is th~ word receipt 

holder. 

That it kind of what the whole Supreme Court case is resting on. The problem, if the Supreme 

Court finds in tho Farmers Group favor is that then you have that inequality, 1be credit sales 

contracts farmers who sell to Federally Licensed Elevators would have protection credit sales 

contracts farmers who sell to state ware.houses would not have protection when you create 

The indemnity for both then it even makes the problem worse. No only would credit sales 

contract Carmen sell to Federally licensed elevator's have access to the trust fund but they would 

alto have access to the indeomity pool. We would kind of liked it if the Supreme Court would 

have ruled by now so we would know exactly if we need those amendments or not, It is better to 

be safe theo sorry. We would hate to have the bill pass as is and then a day or two after the 

lesislature adjourns the supreme court comes out and changes the rules. Then for two years 

have that inequality, Any farmer would certainly be better off with trading with the Federally 

Ucensed facility. With regard to bonding companies, the concern would be that bonding 

companies if the trust fund is open to credit sales contracts. The fanners selling to Federally 

liccmed elevators would have greatly expanded liability. 

COMMISSIONER CLARK: Receipt is defined in state law so receipt holders is ................ ? 

In that definition it included warehouse receipts and scale tickets and everything that the 

legislature intended to have covered specifically sales contract are not receipts. Claimant is not 

defined anywhere really that is what the court case is hinging on is that these Wimbelton fann 

group attorneys because claimant is not defined therefore credit sales contracts holders are 
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claimants that are leplly entitled to tho trust fund. So by cbanaios everything to receipt 

holden 

It would make definitive the legislatures intentions that the folks are to be covered by the 

Trust fund and bonds arc warehou~: ~ receipts., 

There is a plu, and a minus to emergency clause. Tho plus would be if you don't have it in 

then 

You are taking a chance. If there was another Wimbelton situation between now and August 

First potentially you aro back in the same trouble what we have right now. You also have 

Potential that tho supreme court decldes the Wimbelton farmers group you also have a potential 

that the court decides for the Wimbelton farmers group. You also have a potential if the 

supreme court decides for tho Wimbelton farmers group and you don't have an emergency 

clause on there the banks and bonding companies could become very skittish between now and 

Aug. Pint. That is tho plus side. 

HB 1197WASAMENDBD. 

VICB CHAIRMAN DID A ROLL CALL AND THERE WERE 6 YES AND O NO 

·nmsENATEAMENDMENTS WBREADOPTED THERE WERE 6 YES ANDO NO 

CHAIRMAN POLLBRT CLOSED ON HB 1197 

·-· · ordl •t f rtd to Modern 1nfoN1tf on tytt• for lliorofl l11fn, lnlt 
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30137.0302 
Tttle,0500 

Prepared by the LeglaJative Council staff for 
Representative Pollert 

Ap,113,2003 

ConfMnoe CommlttN Amlndmenta to l!ngrol11d HI 11'7 • M'03l2003 

That the Senate recede from Its amendments aa pri1 rted on page 984 of the House Journal and 
paget 7e& and 796 of the Senate Journal and that Engrossed House BUI No. 1197 be amended 
•• foHowl: 

Paga 1. Hne s. after the first comma Insert •60-02.1 ·29, • and after the ltiCOnd comma Insert 
•eo-02.1-81, 80-02,1•32, 80-02.1-33, and 80-02, 1-34, subsection 3 of seotk>n 
80-02.1-38, and sections 80-02, 1 •37, • 

Page 1, ~bf' fine 10, Insert: 

'91!CTION 2. AMENDMENT. Section 60-02.1-29 of the North Dakota Century 
Code la amended and reenacted as follows: 

80-02.1-21. ADDolnbnent of commlNlon. Upon the Insolvency of any 
llcensee, the commlaslon shall apply to the district court of Burtelgh County, Nelil 
11J1hell for authority to take all action necessary to aot as trustee of the trust fund 
described In section 60-02.1-30. Upon notice to the licensee as the court thaN 
,,.... prescribg, but not exceeding twenty days, or upon waiver of notice In writtf"lrJ 
by the llcensee, the -:ourt shall hear and determine the application In a summary 
manner. If the court determines that the licensee Is lnsoivent within the meaning of this 
chapter and that ft would be In the best Interests of the elalFMA4e rooelpthokiers that the 
commission secure and execute the trust, the court shall Issue an order granttng the 
application, without bond, and the commission shall proceed to exercise Its authority 
without further direction from the court. 

Upon the fllfng of the commission's applloation, the court may Issue ex parte 11 
temporary order to preserve or protect the assets of the trust fund until the court 1,aaes 
its order granting or denying the appUcatlon. • 

Page 1 , Hne 14, remove • noncredit-sale• and overstrike •claimants• and Insert Immediately 
thereafter 11noncredlt•Hlt reqelQtholders• 
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Conference Committee Amendment• to Engro1Nd HB 1197 • 04/03/2003 

Page 2, after line 8, Insert: 

-SECTION 4. AMENDMENT. Section 60-02.1-31 of the North Dakota Century 
Code Is amended and reenaoted as follows: 

80-02.1-31. Jolnder of 1urety .. Depoalt of proceec:11. Eaoh surety on the 
Insolvent licensee's bonds must be Joined as a party to the Insolvency prooeedlng. If It 
Is In the best tnterests of the elalMaAte reoelptholders, the court may order a surety to 
deposit some or all of the penal sum of the bond Into the trustee1s trust account pending 
determination of the surety's llablllty under the bond. 

SECTION 5. AMENDMENT. Section 60-02.1-32 of the North Dakota Century 
Code Is amended and reenacted as follows: 

80-02.1-32. Notice to 1lalMante m.qelptholdffl. Upon Its appointment, the 
commission may take possession of relevant books and records of the licensee. The 
commission shall publish a notice of Its appol r1tment once each week for two 
consecutive weeks In all dally newspapers In the state and may notify, by ordinary mall, 
ttete,itial elalMaAte the hg!ders of record of outsta.ndlng receipt~ disclosed by the 
Hcensee's records. The notice must require elal~ante outstanding recelptholders to file 
their claims with the commission along with the receipts or other evidence of the claims 
required by the commission. If a elalMaAt an outsta~ng recelptholder falls to submit a 
claim within forty-five days after the last publication o the notice or a k,nger time set by 
the commission, the commission Is relieved of further duty In thP !lJmlnlstratlon of the 
Insolvency on behalf of the elalMant receiotholder and the ekAtMaAt l'.§celptholder may 
be barred from participation In the trust fund. ClalrMAte Cutstandlng recelptholders are 
not partfes to the Insolvency action unless admitted .,Y <he court upon a motion for 
Intervention, 

SECTION 8. AMEND.WENT. Section €0-02.1-33 of the North Dakota Century 
Code Is amended and reenacted as follows: 

6CM)2.1-33. Remedy of •l•n• recelpthol~al'8. No elalmaAt !§yelptholdet 
has a separate clalm for r8llef upon any Insolvent licensee's bond, nor for Insurance, nor 
against any person converting grain, nor against any other elalAlaAt recelpthQld§r. 
except through the trustee, unless, upon demand of five or more elal, Aants 
recelptholders, the commission falls or refuses to apply fot Its own appointment or 
unless the district court denies the appllcatlon. Pfettt!sloAe of this This chapter ee ~o~ 
not prohibit any elalMaAt recelpthotder. either lndlvldually or In conjunction with other 
elalMante recefptholders, from pursuing concurrE'ntly any other remedy against the 
person or property of the licensee. 

SECTION 7. AMENDMENT, Section 60-02.1·34 of the North Dakota Century 
Code Is amended and reenacted as follows: 

60-02.1-34. Commission to marshall trust assets. Upon Its appointment, the 
commission shall marshal! all of the trust fund assets. The commission may maintain 
suits In the name of the state of North Dakota for the benefit of all elalMaAte 
~elptholders against the lloensee•s bonds, Insurers of grain, any person who may 
hav~ converted any grain, and any person who may have received preferential 
treatment by bef ng paid by the Insolvent lloensee after the first default. 

SECTION 8. AMENDMENT. Subseotlon 3 of section 60-02.1·05 of the North 
Dakota C~ntury Code Is amended and reenacted as follows: 

3. Settle and compromise any action when It wlll be In the best Interests of the 
elalMaAte recelotholders. 
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SIC'nON t. AMINDMENT. Section 60-02, 1 •37 of the North Dakota Century 
Code Is amended and reenacted as follows: 

80-02.1-37. Report of truatee to court .. Approval - Dletrlbutlon. 

.L Upon the receipt and evaluation of clalms. the commission shall flle with 
the nourt a report showing the amount and validity of eaoh claim after 
recognizing ,elevefll: 

4T L '='8M Relevant liens or pledges. 

er ba Aeel1AMe"• Retavant asslooroenta. 
ir ~ De_...alioM Relevant deductions due to advances or offsets accrued 

In favor of the Ucensee. 

4r {L In case of re!evant cash clafms or checks, the amount of the olalm. 
with Interest from the date of default at the weighted average prime 
rate charged by the Bank of North Dakota. 

2:. The report must also contain the proposed distribution of the trust fund 
assets, less expenses Incurred by the commission In the administration of 
the Insolvency. If the trust fund Is Insufficient to redeem all clalms In full, 
the report should 11st the funds as prorated. 

~ The court shall set a hearing and the appropriate notice for Interested 
persons to show cause why the commfsslon•s repart should not be 
approved and distribution of the fund be made as proposed. Coples of the 
report and notice of hearing must be served by the commission by certified 
malt upon the licensee and the surety and by ordinary mall upon all 
elalMaAte mu12nn ba~lng glalm& flied with thg ~mml&&IQD, 

4. Any aggrieved person having an objection to the commission's report shall 
file the objeotfon with the court and serve copies on the commission, the 
licensee, and the surety at least ten days before the hearing. Fallure to flle 
and serve ob·,ectfons In the time set Is a waiver of the objection . 

§.:. Following the hearing, the court shall approve or modify the report and 
Issue an order directing payment of the necessary bond proceeds, 
distribution of the trust fund, and discharge of the commission from Its 
trust." 

Conference Committee Amendments to Engrossed HB 1197 - 04/03/2003 

Page 3, line 24, replace II Am" with 11chapter11 

Page 3, Hne 27, remove 11 seotlon t2r and replace M~" with 11Qhapter" 
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ConfeNnol Committee Amlndmenta to En9ro111d HB 1117 • 04l03/2003 

Page 4. llne 16, replace •mw• with •efgtrtx• 

Page 4, line 22, replace • M1f with •obapte,.. 
Page 4, llne 25, replace 11&;j11 with 11obal)tet" 

Conference Committee Amendmenta to Engro1Nd HB 1197 • 0410312003 

Page 5, llne 3, remove 11sectk>n 1 of• and replace •&1• wfth •oham.el'." 

Renumber accordingly 

4 of 4 30137.0302 
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REPORT OF CONFERENCE COMMITIEE 
(ACCEDE/RECEDE) 

Bill Number BB 1197 (, as (re)engrossed): 

Your Conference Committee HOUSE AGRICULTURE COMMITTEE 

For tbe Senate: 

SENATOR ERBELE 
SENATOR URLACHER 
SENATOR NICHOLS 

For the House: 

REPRESENTATIVE POLLERT 

recommends that the (SENATE/HOUSE) (ArCEDE to) (RECEDE from) 

the (Senate/House) amendments on (SJ~ page(s) 9s V ... 9 s s-
- and place__ on the Seventh order. 

¥- , adopt (further) amendments as follows, and place // '17 on the 
Seventh order: 

having been unable to agree, recommends that the committee be discharged and a 
new committee be appointed. 

((Re)Engrossed) __ ~_ was placed on the Seventh order of business on the calendar. 

LCNO. of amendment 30/s7 eJf(J--. 

-LCNO. of ennossment -· 
Emeraency clause added or deleted 

Statement of J)Wl)ose of amendment 
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REPORT OF CONFERENCE COMMITTEE (420) 
April ~. 2003 4:11 p.m. 

.~ AEPOA"( or· CONFERENCE COMMITTEE 

Module No: HR-80-e711 

lnNt't LC: 30137.0302 

HB 1197, • engroued: Your confo1•,tmoe committee (Sens. Erbele, Urtaoher, Nichols and 
Reps, Pollart, U~lem, Mtt<1ller) recommends that the SENATE RECEDE from the 
Sen.~te amendments on HJ pages 984-985 and plaoe HB 1197 on the Seventh order. 

That the Senate recede from Its amendments as printed on page 984 of the House Joumal 
and pages 795 and 796 of the Senate Joumal and that Engrossed House BIii No. 1197 be 
amended a~ follows: 

Page 1, fine 3, after the first comma Insert "60-02.1-29, 11 and after the second comma Insert 
•eo-02.1-31, 60-02.1-32, 60-02.1-33, and 60-02.1-34, subsection 3 of section 
60-02.1-35, and seotlc,ns 60-02.1-37, 11 

Page 1, after llne 1 o, Insert: 

11SECTION 2. AMENDMENT. Section 60-02.1-29 of the North Dakota Century 
Code is amended and reenacted as follows: 

80-02.1 .. 29. Appointment of commlulon. Upon the Insolvency 
1

o~=~ 
licensee, the commission shall apply to the district court of Burleigh County 
9akota for authority to take all action necessary to act as trustee of the trust fund 
described In section 60-02.1-30. Upon notice to the licensee as the court ~ 
,Maeri~e prescribes, but not exceeding twenty days, or upon waiver of notice In writing 
by the licensee, the court shall hoar and determine t: ,e appllcatlon In a summary 
manner. If the court determines that the licensee Is Insolvent within the meaning of this 
chapter and that It would be In the best Interests of the elalrAante reoelotholders that 
the commission secure and execute the trust, the court shall Issue an order granting 
the application, without bond, and the commission shall proceed to exercise Its 
authority without further direction from the court. 

Upon the filing of the commlsslon1s appllcatlon, the court may Issue ex parte a 
temporary order to preserve or protect the a~sets of the trust fund until the court issues 
Its order granting or denying the applloatlon." 

Page 1, llne 14, remove •.nonc,edit-sale" and overstrike Molalmants" and Insert Immediately 
thereafter •noncredlt•Gf'.illt recelpthotders" 

Page 2, after llne 8, Insert: 

11SECTION 4. AMENDMENT. Section 60-02.1-31 of the North Dakota Century 
Code Is amended and reenacted as follows: 

60-02.141. ,Jolnder of surety • Deposit of proceeds. Each surety on the 
Insolvent licensee's bonds must be Joined as a party to the Insolvency prooeedlng. If It 
Is In the best Interests of the elalM&Ate recelptholders, the court may order a surety to 
deposit some or all of the penal sum of the bond Into the trustee1s trust account 
pending detennlnatlon of the surety's llablllty under the bond, 

SECTION 6. AMENDMENT. Section 60-02.1 .. 32 of the North Dakota Century 
Code Is amended and reenacted as follows: 

80-02.1-32. Notice to el1hn1 .... recelptholders. Upon Its appointment, the 
commission may take possession of relevant books and records of the licensee. The 
commission shall publish a notice of Its appointment once each week for two 
consecutive weel\J In all dally newspapers In the state ar.d may notify, by ordinary mall, 
petoAttal olalMante the holders of record of outstanding receipts dlsolosed by the 
llcensee's records. The notice must require elalMante outstanding receiptho!ders to tlle 

(2> c,eSK, (2) COMM Page No. 1 HA~111 
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REPORT OF CONFERENCE COMMITTEE (420) 
Aprll 3, 2003 4:19 p.m. 

Module No: HA-80-8711 

lnNl't LC: 30137.0302 

their clafms with the tommlsslon along with the receipts or other evidence of the olafms 
required by the commission. If •olalMaAt an outstanding reoeiptholder falls to submit a 
olaf m within forty-five days after the last pubUoatfon of the notice or a longer tfmo set by 
the commission, the commission Is relieved of fu,1her duty In the administration of tl 1e 
Insolvency on behalf of the olalMaftt mcelpttJolder and the elalMaAt recelptholder may 
be barred from participation In the trust fund. ClalMante outstanding recelptho!ders 
are not parties to the Insolvency aotlon unless admitted by the court upon a motion for 
Intervention. 

SECTION 8. AMENDMENT. Section 60-02.1~33 of the North Dakota Century 
COde Is amended and reenacted as follows: 

80-02.1-33. Remedy of· •••h•nterecelptholders. No elalMaAt receipt~ 
has a separate claim for relief upon any Insolvent llcensee1s bond, nor for Insurance, 
nor against any person converting grain, nor against any other elalMaAt receloth.21d§r, 
except through the trustee, unless, upon demand of five or more 
...,1M&recelptholders. the commission faHs or refuses to apply for its own 
apPolntment or unless the district court denies the application. PireYieleRe · ef tt:lle IblA 
chapter ~ not prohibit any elalMaAt nglptholder, either Individually or In 
conjunction wtth other elalMair.terecelptholders. from pursuing concurrently any other 
remedy against the person or property of the licensee. 

SECTION 7. AMENDMENT. Section 60-02.1 ·34 of the North Dakota Contury 
COde Is amended and reenacted as follows: 

80-02.1-34. Commission to marshall trust assets. Upon Its appointment, 
the commission shall marshal! all of the trust fund assets. The commission may 
maintain suits In the name of the state of North Dakota for the benefit of all 
elaiMaAterecelptholders against the llcensee1s bonds, Insurers of grain, any person 
who may have l;onverted any grain, and any person who may have received 
preferential treatment by being paid by the Insolvent licensee after the first default. 

SECTION 8. AMENDMENT. Subsection 3 of section 60-02.1-35 of the North 
Dakota Century Code Is amended and reenacted as follows: 

3. Settle and compromise any action when It will be In the best Interests of 
the elalmaAte recelptholders. 

SECTION 9. AMENDMENT. Section 60 .. 02.1-37 of the North Dakota Century 
Code Is amended and reenacted as follows: 

(:2) DESI<, (2) OOMM 

80-02.1•37. Repor1 of trustee to court• Approval• Distribution. 

L Upon the receipt and evaluation of olalms, the 001 nmlsslon shall flle with 
the court a report showing the amount and valldlty of each claim after 
recognizing ~elot1aftt: 

+.- li. YeM Relevant llens or pledges. 

~ .b.& AeelgAMeAte ~,ant assianmerrt&, 

3: ~ 9eflYotleAe Relevant deduot!ons due to advances or offsets accrued 
In favor of the licensee. 

4t di In case of relevant cash olalms or checks, the amount of the claim, 
with Interest from the date of default at the weighted average prime 
rate charged by the Bank of North Dakota. 

Page No. 2 HR~711 
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Insert LC: 30137,0302 

2,, The report must also contain the proposed distribution of the trust fund 
assets, less expenses Incurred by the commission In the administration of 
the Insolvency. If the trust fund Is Insufficient to redeem all claims In fuU 1 

the repart should Ust the funds as prorated. 

1. The court shall set a hearing and the appropriate notice for Interested 
persons to show cause why the commission's report should not be 
approved and distribution of the fund be made as proposed. Coplos of the 
report and notice of hearing must be served by the commission by certlfletl 
mall upon the lfcensee and the surety and by ordinary mall upon all 
etalManta persons haying claims filed with the commission. 

~ Any aggrieved person having an obJectlon to the commission's report shall 
file the objection with the court and serve copies on the commission, the 
licensee, and the surety at least ten days before the hearing. Failure to flle 
and serve objeotions In the time set Is a waiver of the objection. 

6.,, Following the hearing, the court shall approve or modify the report and 
Issue an order directing payment of thA necessary bond proceeds, 
distribution of the trust fund, and discharge of the commission from Its 
trust.• 

Page 3, llnu 24, replace N AmN with "chapter .. 

Page 3, llne 27, remove 11seotion 1 or and replace M_Ag• with"~• 

Page 4, llne 16, replace•~• with •eighty• 

Page 4, Hne 22, replace 11M.!11 with "chapter• 

Page 4, llne 25, replace II Am" with "chapter" 

Page 5, llne 3, remove *section 1 of11 and replace II AQ111 with "ahapter11 

Renumber accordingly 

Engrossed HB 1197 was placed on the Seventh order of business on the calendar. 

(2) DE8f<1 (2) COMM Page No. 3 HA-eo.e7t1 

J 

J 



I' 

/. ,'.I 

I' 

i. 

111: I,, 

t:.,,·.,' 

2003 TESTIMONY 

HB 1197 

Tf\t 111f croaraphf c fN"9 on thfa ffl111 are 1ccur1t1 reprocl.ictfona of reeorda detfvered to Modern JnforNtfon Syet• for 111forof ll111lno Ind j' 
were ff tMld fn tht retUl ■r tourse of bu1fneH, The photc,oraphfc proe,11 MNt• 1tendtrdlt ot the Amerften Natfonat ttandardo Jnatltutt 
(ANSI) for erchfvat mfcrofflM, NOTIC!t rt thft fflNd 1111111 ab,ove ,. , ••• lttfblf th ,n thf• Notfot, ft,. due to the qualfty of th• -~~ 

di)cinent btfns, ff lNd, "'' ~ \v--.. 
r~L}),l N~~ \cl&).103 



r 

L 

Presented by: 

Before: 

Date: 

H.B. 1197 

Jon Mlelke, Executive Secretary 
Public Service Commission 

House Agriculture Committee 
Eug9ne Nicholas, Chairman 

January 23, 2003 

TESTIMONY 

Mr. Chairman and committ()e members, my name is Jon 

Mielke. I am the Public Service Commission's executive secretary. I 

also serve as the director of the Commission's Licensing Division. 

The Commission supports this bill. 

Four years ago, the Commission approached the Legislature 

concerning the risks associated with credit-sale grain contracts. We 

explained that the use of these instruments had grown dramatically. 

In the early 1980s, probably less than 10% of all grain sold was via 

credlt ... sale but by the late 1990s we estimated that they accounted for 

between 40 and 60%, of all sales. We believe that this trend has 

continued. 

It is important to note that credit ... sales contracts are not entitled 

to protection in insolvency proceedings unless the warehouseman 

has obtained a separate bond to cover them. There are very few of 

these bonds in place at the present time, 

Last year's Wimbledon Grain insolvency case brought the 

credit•sale issue to center stage. In that case, the warehouse owed 
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patrons over $1 mtlllon for grain that they had sold via some form of 

credit-sale contract. If the provisions of HB 1197 had been In place, 

those farmers would have received at least some degree of 

protection. 

Mr. Chairman, at the request of some of the bill's sponsors, I 

will briefly walk through each section of the bill to describe its Intent. 

Sections 1-4 of the bill propose to amend existing language In 

Century Code Chapters 60-02. 1 and 60-04. Revisions are being 

proposed to statutes that govern Insolvency proceedings f nvolving 

state licensed grain warehouses and federally licensed warehouses 

that also have state grain buyers licenses. 

The Intent of these changes is to make the provisions of these 

chapters identical so farmer will have the same protections, 

regardless of which kind of elevator they are dealing with. These 

changes also clarify that these particular insolvency protections will 

apply only to noncredit-sale transactions. The creation of new 

protections for credit-sale patrons are set forth in Section 5 of the bill. 

Section 5 establishes a farmer ... financed credit-sale contract 

indemnity fund. A fee of 2/10ths of 1% of the value of all credit-sale 

transactionF, would be assessed against all contracts. Upon final 

settlement, funds would be deducted from the value of the contract 

and the warehouseman would remit payment to the state. Farmers 

who do not use credit-sale contracts would not pay Into the fund. It 

Is, basically, a form of mandatory seJf .. insuranoe for credit-sale 

sellers. 

The fund would be allowed to increase in size until it reached 

$10 million. At that time, remittances would cease. They v1ould not 

Operator'• 1tgnatur1 
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start again unless the fund's balance dropped below $5 million. All 

interest earned by the fund would stay in the fund. 

Fund monies would be used to pay valid credit .. sate claimants 

in insolvency proceedings. The fund would also be used to pay 

related costs incurred by the Commission. Non-Insolvency costs are 

expected to be about $79,000 per biennium. These costs would 

include things such as developing a program management plan and 

related computer programs, receipting and depositing funds, 

conducting compliance audits, etc. Payments to Individual claimants 

in insolvency cases would be limited to 80% of the value of the claim 

but not over $100,000. 

Twelve states currently use indernnity funds to provide 

protection to farmers in insolvency cases. In some states, they are 

,~ used in place of bonds while in others, as is being proposed here, 
1 

·· / they are used In conjunction with bonds. Nine of these states provide 

at least sorne degree of protection for credit-sale patrons. 

Providing protection to credit ... sale contract patrons is truly a 

policy decision. The Commission and the bill's sponsors have been 

very upfront with the farm community on this matter. VJe have 

consistently told folks that they need to decide whether or not these 

transactions should be protected. If they should, farmers need to 

decide how they want to pay for it. If they don't want protection or if 

they are not willing to pay for it, this bill should be kitled. 

Mr. Chairman. we are very appreciative of the work done by the 

bill's sponsors to get it to this point. We would be happy to respond 

to any questions that you may have. 
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Bank 
robbery? 
Wimbledon Grain Co. argues 

insolvency while patrons wony 
ByMlkkal .... 

Agweek Staff Writer 

1MBLEDON, N.D. -
Wimbledon (N.D.) 
Grain Co. is technl• 
ca!~ Insolvent. 

-inat's a f'act, say 
officials of the U.S. 
Departmentof.Agrl. 
culture's Fann Serv-
ice Agency and the 

North Dakota Public Service Commis­
sion, They milt with more than :?211 
tense patrons in the Wimbledon Com• 
munlty Hall Jan. 22 to discuss the is­
sue. 

Still, it's unclear what the lnsol• 
vency means for fanner-patrons. Of 
particular issue ls how much they'll 
receive on their "deferred" or prlce­
later contracts for which there is no 
protection, 

Gerald Hoggarth, an owner and prl• 
mary manager of the elevator, came 
forward at the start of the Jan, 22 
meeting. Hoggarth, who recently has 
suffered health and other personal 
problems. says hi.~ company ts, in fact, 
solvent - that everyone will be paid 
in full. He didn't say when. 

It was a repeat of a Jan. 4 letter 
■ WIMBLEDON: See Page 38 

► Wimbledon (N.D,) Grain Co, Is 
owned by members of the 
Hoggartt, famlly and Include• two 
sit,." - this 1.4 mllllon•bushel 
ft , In Wimbledon, and a 
1. ,Hlon-bushel sltt1 In nearby 
Leal. N.D. The company Is facing 
stiff competition from 110-car 
shuttle loaders. such es a Peaw~y 
(ConAgra) site at nearby 
Jamestown, N.D .• and a Benson• 
Quinn site to be completed In 
neatby Rogers1 N.D, 
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Mikkel Patti, Agweek stntt , 
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Cau, 
optil 

•Minneso1 
leader, E 

maker 
BJMlklcel PatN 
Agweek Ste1ff Writer 

SrEPHEN, Minn 
ger on the pulse of th 
growers, lt would be • 

Half• Ir, 
mann ~., . 
grows _ 
430 Aobblt 
acres of · ..;_ 
beets 
and has 
been 
the 
presi­
dent of 
the Red 
River 
Valley 
Sugar• 
beet 
Grow­
ers As• 
sociation since 1999. 
the board or the ass, 
farmers who are gro 
American Crystal St 

Halfmann often le 
he Is in close touch · 
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the ba&lk In New~ NJ>.. and Im 
brodMr, llarlclrftn, M tbil~ bank 
In ~NJ>,...,.U..tiilali:WM 
atuted.A ,-tOWlllrla ~ 
MM stielabonllttbet.llhll1D11._, 
NJ>.TIMl>IMll'OIIP~tblNonb 
Duotatowmotllaimdlfd,~ 
New RGclibd,J......_ Carrblltoa. 
eoo,entownand~Vallt,Cltr, 

Toaa W ... Nlllorm. prNidlld ol 
thi,--dtelJmcl~Odtbl\Vi. 
beldoaQnbllMtlff,oitbll~COD­
ftdentlalitr, 
~toetMtor~lt.......,. 

ally II bcnrn tht llfflllDtbu.ua hall be­
come more diftteult In tbe PMt tew yean. 
MOit p!'.dtr to ~ to the era oltbt "lhlat• 
tle"tniuthatqutdlb'la-.lupto 110~ 
!l •owes:~'4bt ~,,. 1»!iP." ~ •. 

............ 
eemd by tbe CaMdtu Pacilio Railroad 
Uldla~olloaclinl81-eartraw.but 
wiuallyio..Meara. 

Sdll, tMNI ... DO wamia& Federal 
~audttonludvt.WWlmble­
doa openiJon ha October but buld notb, 
l111 out otpllet to~ an inlohue)', 
rtiulldioN 1!11, 0ICCIW'Ntberwen not 
lookl.ltf i,r ....,, 1-11, the •udit la 
• ~ ol.....ariiWlll,'U - tMlt. ftt. 
caiawdit'IW-.t•~ ..... 
~ LI~ butOM.,.. liotdut Wliil 
thetlldoltM)'MI', 

"It b6U1 down to I ftlwicial problem," 
SIYl'r.rtCh••• thehnlS.rvke 
Ai/dtt; ....io.rwmo lwt.. owreoft­
trol ottbe ll'abJ ilweldOl'Y, ft WU the.,.,_ 
ll'ltm~thatbMlbtinlbeNCU­
l1ton to~ the pubUe tilt eacli 
"'"""'"""' 
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,~ 1 '5•m lt'malrtt, '1111 PIO baa peU• 

ti $oUlb Cntral Dbbid Colll't In 
to I nw-t, Ii Cows~. N,I>,, to bt IMIIMd M 

ttt, 'nit COlllPl,IIY walvtd I rfaht to ti.al'-
i IIIC, IIO tilt ttuttM dtllcnatioe WU tlt• 

,r . -~ to bappea I06n. ~-~ USDA will 

t ~::r. tbt t&'J\ ~ 
O tnaet~A&the 

" ~llati • notice ;f =m ..=r,·"" 
McimaM Coe\-

~\~~ ..... &:~" 
•--- nee orwttb .,. attbttlM&Or, = I ~~twolt-

0 ==- ~-~'==-
I

i ~:13,':.,~J\':=~-wiU ~ton COWt It. p~ t'or dbuibQ · rtlattd _. and 
tilt court liYM PSO dlrtcdonl to clito 

It, I tri~'- tovtNd, cbeclb llli&ld be cut 
et I lntotol.30~ AIMi then u..r.•, • alpUleant nwnber ot 

cNdlt Ille contracta on tbt boob. 

111,lvelYOM .... 
• hnae11 wt,o haft"°" ....ud" cNdit 

8.lltt eontradll Iii in• luab-rtlll ~ 
Ctedlt Mitt comraeta~lt are PW'• 
Chalil actffmtd In which the jartttl 

n I aarte~twlllbeinade.._.,.tbu30 
daya alltr srain ill dtllvtred, or r.leaaed." 
Grala bl'Qliabt Into the tlmtor In micM>e• 

t I celllbet, tor eumDleJ but with ~nt lo 
1 be "deterred" W'ltll an. 2 ii • ~ 

m• I payment contract." but not • credit aalM 
coatnet becaUN lt la not 30-, 'lileUoe 

~ I saya. 
I Under credit Mite, l'lrmffl 1.i1y, tech­I nle.tly, hand ewer ''title" to thtlr jll'tln lo 

& ......... ~lmtor 1M ...... to Mt. priee llter, 
, P1:111 ~lOIIII! to the tleYa&ol' u Mlrtb' 

. ,.,./UIUe to. vehtelt WM qnedowrto 
:1• I mothtr~noa, On6 common torm II de-

I := ~t :=: .=::~=•~«; 
an ~ toward Mttinf • price later - per­
hapa 1110ntlul later. 

Dtfttttd ~nt u.l• m thole In 
which• !'armer dtllffl'I srain to l'fftlve 
an Mtal>Uahed prl1.'e wltb ~t later­
often albtt J'an. l to ahlft lnc6IIMI f'r'Dlli year 
to r.111' to 11'GOOtb out income to avoid ex, 

t, ce11lv. lncoMt we burdffll. 
tn either e•, ...,,_n have ■'8ned away 

their bond pl't'Uetioa. 
"ltyou look l\t ~ (eredihalee> ron• 

trad. lt 1hould bo la bold brint lmmedi· 
d atel)I above the tlcatwe bloelr." Mielke 

told the t'al"D\en. ''The contract llltlM ex• 
ictb'Whatltll)'f." 

Ironically tome f'annert no tbo\llbt 
tht-Y en!Alred Into c1'ed.lt u.ltt but IIOfflfhow 
didn't atcn them or llllke them 'tt!i may 
be p~ tram 101-. by the , Ref-
ulaton IN I~ tor theile ca■- and Wlll 
evaluate whether the r.nner lntmdtd to 
enter the contnctl. 

• Nontl'llln......_. 
Deyond the ll'iln IU\W are nOQO'lln el• 

evator Mrvfeet and debts. Neither the FSA 
nor the PSC bave juriadlction ov.r these, 

For eum..i.,..,.. t.rmen who have 
""'pald''ft,r :aolJI ftmillaer llilY be In 
IIJllbi>, butnobo!t,lmowt. The ele\lator 
abo ~hM ~ debts ror tertll• 
litrtbefhavepUreha.Mcl. 

MJ.tlbi ..,_ ru.n .ttb tlMlt debt, 
eaa PlllWi them tbl'OUlh .. dvtl" cbaMela. 
That mt11111 In• lawtuit, eltbtr la cowt or 
outotcowt. 

llltlke eclmowl..- that the compa,ny 
1ttt1have land or ottitt_. that can be 
"pwltd ln"to Pl,)'the ~ debta, 
bll! 110 &lj ~~IN lalolvent. 

~tbelr~ddtbta...-om 
wony •bout the vtablll:tr ottbe elevator, 
-.Clallr Meallltot~ MW .ai,UWe train 
loidtn,..,. etifttor lllll't ~turle-1~ 
clOMd, It teclulltalb' II tree to do ,...ltl 

cleanbllud otbtr noao-aUHl'lde bull• 
net1 until tbe lleeaMe ibould be rtln­
atated. 

It the COIIIPID't' were to ftlt tor pro1ec. 
ttoa &om ltll Cftditon tn U.S. BWlr\lptc)' 
eouit-llMl nobody 11Y1 lt wlU - thtn tbe 
whole proc. would c~ lllttllcie uys. 

''Tbe ~ court c:ould-., In and 
ovenee tbe Nii ottbe ....,, Tben wt'd 
bt ~~to the bank• 
~CCM&rt,"lli.uat ... "'lbeywould 
dectdt on~om otall _., not 
iUlt 11'11.a. Wt would q; lntffllted It 
that'• bow thllllt untoldecL" 

............ 
H llllt~lNI' how- orwhttbtr-t.... =~~-==­;ri:s;=-;'~~; 

IM~..,_ :=,~7"•1t~ 
e!=_:!~ ~·~t~~ ... ~, .-...,.-,..m tor WI plwalnc: 
e ffitotl YM dMJII totW tiUt to O'lln 
tbat theY ••--to nu t\·er,la,..r 
tralm ollO &o llO ctn. 

E~-:---~i:o= 10 ~~ 
~'1:\:v1111 ~~ on"Cd 
~-~ lfflVN to do tr.a.~• l:~fo'li~ to 1..,.. portlona ot,ratn 

~~m:z.*u .. 1 .. d,a1, unttl 
1ft ·- a lmol\' L So ~ ~~°'!,!ilk r:,r t1:c~ffli.ic 
~wllll~tobteome 

State Rep, .fflll 
Mu.lier, D-Whnblt­
doa. a member otl'~,, 
Houae Acrlcullu,-. 
Coaunlttft, l\'M at the 
llifftlnauapatl'On. 
Ht ot11Y woulcl ._ 
thlt hll peNiOnai ,,c. 
~ Ii "•l!'lcam 
on the ertdlt Illes 
cot\ttad 1ldt," 

Llkt othtti In tht 
.... 11-. NII crowd, Mutll■tllYII 
.....,, ~ tanntra "can't llvt" 
~•.• --• without pw,ttdlon ._ •• ...._ trorn thft■ ilt'llatlon■. 
,.... .-,: "We tried thl• ~'O 

.......,. ..... ...ion.•• to alltvi• 
:::. ,_ • •~ e,cactij tilt p .. .....:::=. lernt we.,_ litre talk• 
"'--- ln,about,"Muell..-
•••• ~. "At that time, there didn't •m. to 

be a lot otwm to ,.11 
dont, I ---■PtCt ltyou P.ut It lo a vote In th1t 
arouP. toda;, you wowd.n't havt too much 
trouble. But we do blve a pro~t ot con• 
~ tbe nat ottbe llta~ l.tllllatutt .,. =----t'c)m ot credit ulee pro, 

"I thJu lttbt truth would bt known, 
thfrt are probabb' a whole lot ot o"ra­
dOM la tM ..... dwit aren't that tar &om 
~ mctl1 ba tbe 11mt ,o,l,UOll-\lltn, 
that_.,.to _,... Oil ind hOllln& It'• 
thtrt co•U• I when we all ltilcit Iii 
thlNI IM tr, to .. out detemd eontl'lct, 
or del.tytd ~ tu.rt eare or. In thl• 1lt• 
llltlon. It WMil't ~-·· Soait elenton..,. bonded tor dererred 
and dtl.tytd eoatram. Mueller~ 
''Some co,,opa 1rt ~Jally ,ood at tlult." 
be IIYI- "'11:!ef III nan bY ftinners and do 
DOt not to bi la• ~t{on to not be able 
to P1Y thetr deltmidl ud del~." 

Amolltbe~ftxes: 
■An llldnualty ftmd, ftlnded partially 

b)'farmtnthtmithK Tbe mtewould 
rillt1c.Wuld6Wltotdoll&rllildde­
DltultwlllneNr1111 lnaolve~ art-. 
"I'• IIOt borribbt C!Ollfortable -1th thal IP, 
proec:h." 
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IN,. JUlationl 
tlolobbtred 
"II MYNtoclc fNd lndut­
vtnt ur agajnet the cat• 
, the South Dakota Leg• 
It lnduny •ly won. 
wanted to loONn atat• 
guard IQllnlt an out~ 
MIN In South Dakota. 
I put Into place lat yeal' 
AgricuttUt't Department. 
livestock 1eed n 11-
·e law. The law gives the 
authority to enact strict 
livestock feed, Those 

manufacture, storage 
ttd containing cattle re­
l officials say the regula• 
leatlfyll'lg 11'1 favo, of a 
a, they aay federal regu­
-ot tho cattle Industry. A 
h Dakota Stookc,owera 
1t group has no qualms 
s on the feed boalneu. 
ng and ... flexlble 
Hollenbeck. Affldavlts 
have not been given 
t Pf'C(luota must be 
11'1 aetl thelt cattle, the 
lit SIYI, That rnakaa It 
.t to~"'~ attff labeling 
tlor 'eed, Hotlen• 

,ukera headline 
19 conferencMt 
Minnesota Department 
1ttng a one-day marketing 
era and proctS8otl Feb. 
Alnn.) Civic Ctnter', Fea­
)lude Carrie Schnepf, 
rth American Farmers' Dl­
)Clatlon; Bob Chorney, 
;f Farmers' Market Onta• 
1pson of Cooperative 0.. 
1. Attendees can choose 
which runs from 9 a.m. to 

1orkshops are buslneu 
nall businesses, entertaln­
armers' markets. Advance 
lble fot $30 per person 
. Registration at the doot 
iut lunch Is not guaran• 
NWW.state.mn,us/ 
e Minnesota Grown Pro--
5510. 
OD □ 

~ for 1uatalnable ag 
t4tMfttl tor farmere 
3 W ota Department 
Its .. ,Jlnable agrleultute 
noreased the amount of 
1ls year fc:,r farmers seeking 
provementa. l'ht program 
lSt loans to Minnesota 
,m become more econom­
,ally and socially sustain• 
JS purchases and profeots. 

,,,. "11 •• .. .-...-f'lii"" .. ""k"'"'""''H~ 

WIMBLEDON 
Continued from Paoe 21 

■ Bondi. Tbele could cover lhorttalla 
but are ''horribl.v upe111ive11 for elev• 
ton to pun,bue. Tbree 1tan ago, the 
COit tor bond cove..., wu esth1U1ted at 5 
to 7 cent.I per busher. 

"It wu pretty oneroua, prett;y tough." 
Mueller .. of this option. "It wu one 
that I wun't particularly interested in, as 
a producer." 
■ An escrow fund, Thia allso was dis­

cussed by the Legislature. When a fanner 
hand.; over his grain on a deterred con-

tract, say, In October, the elevator must 
put some percen~ - maybe 00 percent 
to 100 percent- fund and can1 be used 
b)' the elevator to pay other bUls. 

111 Uunt that'll be the approach used ln 
the next NS1lc,n." Mueller aaya. 1'111e Leg­
lalature looked at all the options, looked 
at how much problem it bu bad in the 
pat and did it warrant SONth~. At that 
Ume, 111 speculate they conaidered the 
problem not that ,reat. This situation 
may cause them to rethink that,11 

One of tho major opponents or eft'orts 
the last time around was the North Da.' 
kota Grain Dealers Association. □ 

Mlkkel Pat.t. AQwtek staff 
• More than 220 farmera gathered Jan. 22 at the Wimbledon (N,D,) Commu­
nity Hall to hear how an IMOlvency will affect their accountl wfth the elevator. 

tems, on-fam, processing equipment, on~ 
farm energy pt'oduction, equipment for atter­
natlve weed and soil management, compost~ 
Ing faollltles and breeding livestock. ~very fl. 
nanced projeot wUI have a fixed Interest rate 
of 6 percent. The loans wlll have a five-to-­
seven yea, duration. Minnesota Agrloulture 
Commissioner Gene Hugoson says this pro­
gram allows farmers to meet consumer de-­
mands and Increase overall profltablUty. In• 
formation: Wayne Monsen at (651) 282-2261 
or write sustainable Agriculture Program, 
MlnMSOta Department of Agriculture, 90 W. 
Plato Boulevard, St. Paul, Minn. 55107, 

□□□ 

North Dakota dairy cow 
college scheduled 

■ FARGO, N,D, - The North Dakota dairy 
cow college wlll be held at sites across the 
state Jan. 28 to Feb. 1, The program ls a 
shared effort of the Midwest Oalry Assocla• 
tlon and the North Dakota State University 
Eltten~lon SeNlce. MMtlngs wlll open at 11 

Mlno1 "ind Feb. 1 at the Eagles Club In 
Jamestown. lnfonnatlon: NDSU Extension 
Setvfce In one of the counties hosting the 
college or J.W, Schroeder at (701) 231•7663. 

ODO 

St. Paul ethanol plant ml11es 
noise atandard 

• ST. PAUL- Gopher State Ethanol In St, 
Paul apparently has missed the first deadline 
set by the city to reduce the noise coming 
from the West Seventh Street plant, the sub­
ject of an ongoing lawault by neighbors. The 
city and the company aettled their part of the 
suit late last month, when the ethanol plant 
...... one of three companies operating at the 
old Schmidt brewery - agre@d to step down 
noise and odor emissions, But attomey Mike 
Unger, who represents a group of nearby 
residents, says the company hasn't complied 
with the agreement to quiet the plant and 
that they are taking the company back to 
court. "It's the highest reading since we got 
Involved In the lawsuit In August,~ Unger 

I 11 It •• 

there W1'S malfunotlonlng and sln 
attended to, according to LH, Hi 
the faollltlN w•• In compllano~ , 
4 dtadllne to reduce nolat ltvele 
bel1, and that an Independent no 
ttcommtnded by the city, found 
patty W .. othtrwlle meeting ltl C 
City attorney Erto Lltlon1 who w1 
Mtttemtnt, 1110 •va he 1, aware 
lutta from the nolM t•tlng but s 
mature to say tht plant wu In 11~ 
the agreement, approved by the 
Deo.26. 

□□□ 

Lawmaker puahe1 for lnw, 
Into unfair dairy lm13 

■ WASHINGTON - s.n. Mark C 
Minn., I• oalllng on two key Con( 
committees to push for an lnves· 
how unfair dairy Imports are hurt 
1atmera In Mlnneaota and the re, 
country by pushing doWn alread 
fn a letter" to Senate Finance Cor 
Chawman Ma)( Bauous, D-Mont. 
Wava and Means Committee ct-; 
Thomas, A-Calif,, Dayton prtuE 
mitt ... to petition the lnternatlo1 
Commlllk>n to ln11eeUgate the p 
foreign producers who sllghtly a 
dairy products to get around U.t 
taa. Currentty, Dayton aaya, mllk 
centrate Is not subject to the aa, 
requlred of other dalry produotr 
porters have begun exploltlng u 
by blending previously process, 
telns. 'Such as casein and whey, 
dry mllk to boost Its protelti oon 
quallflff as MPO, he says. The I 
dairy blends are being Imported 
market In ever•lntreaslng amou 
Ing sales of domestic dairy proc 
IOWerl'1\f prices for U.S. dairy fa 
ton says that In the past six yea 
ports have skyrocketed 600 per 
doubled from 1998 and 1999. L 
Dayton ln11oduced a blU design 
tM loophole being exploited b~ 
ducers by regulating Mf>C lmpc 
same manner all other dairy pre 
are regulated, Dayton's dairy tr 
Is being reviewed by the Senat1 
Committee, would thus correct 
trade law that Is contributing tc 
dalry prices In Minnesota and t 
country. 

DOD 

Administration delays cl 
complalnt about Canac 

■ WASHINGTON - The Bush 
haa delayed a decision on whe 
trade tariffs against Canada or 
American wheat farmers. U.S . 
sentatlve Robert Zoellick was , 
make an announc~ment Jan,: 
to side with North Dakota whe 
their complaint against Canad 
nltlve aotlons. However, Zoem, 
It Is postponing a decision unt 
Zoellick says his office recent! 

I 
hundreds of pages of oomme, 
sues Involved In the trade dlSJ 
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The North Dakota 

Ag Coalition is a nonpartisan 

group of organization~ involved in 
all r ,peers of agriadture. 

Organized in April 1982. lite Nonit 
Dakota Ag Coalition has been 

successfa[ in providing a Unfjied 
"voice" ori heltalf of North Dakota 

Ogricu/tu,-aJ interests_ 

.:::~?.--;:s.;,:,~~~ ~~ 

,~ 
0 

~orthDatota 

~ Ag Coalition 
4007 State Street 

Bismarck, ND 58503 

701-355-4330 
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North Dakota 
Ag Coalition 

"'Providing a unified voice on 

behalf of North Dakota 

Qgricsd/uraJ mlt!rests.,.. 

~orthDakota 

~ Ag Coauuon 
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The North Dakota Ag Coalition is a 

federation of organi7.ations 

representing specific commodities and/ 

or associations with a direct interest in 

agriculture> for the specific purpose of 

addressing issues that affect North 

Dakota agriculture. This group has a 

common interest to improve the 

business climate for North Dakota 

Agricmture. 

The Ag Coalition is comprised of over 

forty mcmberorganaations. Each 

member must meet the requirements set 

forth from the by-I~ whic!l were 

designed by the members. These 

• Be statewide in nature and offer 

membership in every county 

• Have written bylaws 

• Have membership dues or an 

annual budget in excess ofSU>OO 
• Must not already be represented 

by a larger association on the Ag 

Coalition 

An executive board consisting of an 

elected chainnan and vice~ as 

well as a representative from the 

iiv~ small grains and row crops 

sectors govern the day-to-day 

business activities ';)f the Coalition. 

c;. - _. __ ·• -_.-_-.·;?·•-------- > --- ----

.... -· ---◄ ... > J a : t 22 1 t I 
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For more than20 y~ the ND Ag 

Coalition bas pro\.ided. North Dakota 

agriculture interests with a unified 

voice. The Coalition has a proven 

success record in the Legislature. The 

Coalition has been at the forefront of 

major issues that have affected every 

aspect ofNorth Dakota agriculture. 

Some examples of past legislative 

successes of the Coalition are: 

• State Board of Agriculture 

Research and Extension and the 

gas tax research fund 

• Ag In the aassroom funding 

• Ag Research/Extension budget 

• Support of the NCI budget 

• North Dakota No-Net-Loss 

Wetlands Legislation Repealed 

·~--~- ---~---- ----- ------------~-----...--~-- ~·;;....:.:-------

-----·--------- ---- -

) 

The Ag Coalition ~~cs as a 

facilitator of ideas as well as pursues 

legislative supt""t'l for mcmber•s 

policies- The Coalition speaics as a 

unified voice for member otgaolzalit"!JS 

during the North Dakota State 

Legislative sessions and in any other 

setting at the membcr·s request. For 

the Ag Coalition to speak or act on an 

~ the members must agree by a 

majority vote of75 percent on the 

issue Once the Coalition receives 

direction from rt·s membership. 

appropriate actions will take place to 

help progress the issue through the 

Icgislative process. 

The greatest advantage of belonging 

to the Coalition. is the influence the 

membaship bas in the legislative 

process due to the broad support and 

strength of the agriculture community. 

Participation in the Coalition pro"ides 

members an oppommity to hear issues 

of importance to other groups as well 

as create an open forum and feedback 

to work out details of an issue before 

proceeding to the LcgisialUTe-

For more infonnation on :he North 

Dakota Ag Coalition or on becoming a 

member. please contact the office at 
701-355-4330. 

, 
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Before: 

Date: 

H.B.1197 

Jon Mlelke, Executive Secretary 
Public Service Commission 

Senate Agriculture Committee 
Tim Flakoll, Chairman 

March 7, 2003 

TESTIMONY 

Mr. Chairman and committee members, my name is Jon 

Mielke. I am the Public Service Commission's executive secretary. I 

also serve as the director of the Commission's Licensing Division. 

The Commission supports this bill. 

Four years ago, the Commission approached the Legislature 

concerning the risks associated with credit-sale grain contracts. We 

explained that the use of these instruments had grown dramatically. 

In the early 1980s, probably less than 10% of all grain sold was via 

credit-sale but by the late 1990s we estimated that they accounted for 

between 40 and 60% of all sales. We believe that this trend has 

continued. 

It Is Important to note that credit-sales contracts are not entitled 

to protection in insolvency proceedings unless the warehouseman 

has obtained a separate bond to cover them. There are ver1 few of 

these bonds in place at the present time. 

Last year's Wimbledon Gratn insolvency case brought the 

credit-sale issue to center stage. In that case, the warehouse owed 

Optretor'• Fanetur• 
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patrons over $1 million for grain that they had sold via some form of 

credit-sale contract. If the provisions of HB 1197 had been in place, 

those farmers would have received at least some degree of 

protection. 

Mr. Chairman, at the request of some of the bill's sponsors. I 

will briefly walk through each section of the engrossed blll to describe 

its intent. 

Sections 1-4 of the bill propose to amend existing language in 

Century Code Chapters 60-02.1 and 60-04. Revisions are being 

proposed to statutes that govern insolvency proceedings Involving 

state licensed grain warehouses and federally licensed warehouses 

that also have state grain buyers licenses. 

The Intent of these changes is to make the provisions of these 

chapters identical so farmer will have the same protections, 

regardless of which kind of elevator they are dealing with. These 

changes also clarify that these particular insolvency protections will 

apply only to noncredit-sale transactions. The creation of new 

protections for credit-sale patrons are set forth In Section 5 of the bill. 

Section 5 establishes a farmer-financed credit-sale contract 

indemnity fund. A fee of 2/1 oths of 1 % of the value of all credit-sale 

transactions would be assessed against all contracts. Upon final 

settlement. funds would be deducted from the value of the contract 

and the warehouseman would remit payment to the state. Farmers 

who do not use credit-sale contracts would not pay Into the fund. It 

is, basically, a form of mandatory self-insurance for credit-sale 

sellers. 
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The fund would be allowed to Increase in size untll it reached 

$10 million. At that time, remittances would cease. They would not 

start again unless the fund's balance dropped below $5 million. All 

Interest earned by the fund would stay in the fund. 

Fund monies would be used to pay valid credit-sale claimants 

in insolvency proceedings. The fund would also be used to pay 

related costs incurred by the Commission. Non-insolvency costs are 

expected to be about $79,000 per biennium. These costs would 

include things such as developing a program management plan and 

related computer programs. receipting and depositing funds, 

conducting compliance audits, etc. Payments to individual claimants 

in Insolvency cases would be limited to. 80% of the value of the claim 

but not over $250,000. Farmers are eligible for payment only if they 

sold grain via credit-sale contract to an entity that is licensed by the 

state or by the United States Department of Agriculture. It will still be 

vitally Important for farmers to ch~ck to see if buyers are licensed 

before sales agreements are consummated. 

Section 5 also gives the Commission powers to suspend and 

revoke licenses for cause and it also empowers the Commission to 

issue cease and desist orders without a prior hearing if the situation is 

serious enough to warrant such an action. These provisions are 

Identical to those that already exist in Chapters 60-02 and 60-02. 1. 

Section 5 also provides that money paid from the credit-sale 

indemnity fund constitutes a debt obligation of the person that caused 

the claim. The Commission is empowered to take civil action against 

the licensee in order to reimburse the fund for payments that are 

) made to farmers . 
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r Twelve states currently use indemnity funds to provide 

protection to farmers In Insolvency cases. In some states, they are 

used In place of bonds while In others, as Is being proposed here, 

they are used in conjunction with bonds. Nine of these states provide 

at least some degree of protection for credit-sale patrons. 

Deciding whether or not to provide protection to credit-sale 

contract patrons is truly a policy decision. The Commission and the 

bill's sponsors have been very upfront with the farm community on 

this matter. We have consistently told folks that they need to decide 

if they want protection for these transactions. If they do, they need to 

decide how they want to pay for it. If they don't or if they are not 

willing to pay for It, this bill should be killed. 

The Commission worked closely with this bilrs sponsors to craft 

/~ the engrossed version of the bfll that is currently before you. We 

have found one additional change that should be made. 

Sections 30 and 34 of N.D.C.C. 60-02.1 address the use of 

trust fund assets in insolvency cases. Section 2 of this bill provides 

that, In insolvency cases, non .. Jndemnity fund assets are to be 

available strictly for the benefit of noncredit-safe claimants. This bill 

make& this change In N.D.C.C. so-02.1 .. 30 but it does not make the 

same clarifying provision in N.D.C.C. 60-02.1 .. 34, For consistency 

sake, the bill should be amended to make the language the same in 

both sections. We have attached a corresponding amendment to our 

testimony. 

Mr. Chairman, we are very appreciative of the work done by the 

bill's sponsors to get it to this point. We would be happy to respond 

to any questions that you may have. 
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1197 

Page 1, llne 14. replace "oash yte• With "nofl:0[8dit-sam• 

Page 2, llne 19. replace .. oash sale and storage• with "non:9{8d1t .. y1e• 

Page 3, line 12, replace \yarehouseman• wtth 111anm• 

Page 3, llne 14. replace \yarehouseman• with .. Ucenaee• 

Page a. llne 24, replace "mat with 11lb.l!l• 

Page 3. llne 29. replace )varehoyse• with "a licensed warehouse or grain buyer" 

Page 4, llne 1, after 'Warehouse• Insert "or a grain buye( 

. -~-·.,, Page 4. line 4, after 'Warehouse• Insert .. or a grain buyer" 

Page 4, llne 6, replace "warehouse's" with "licensee's" 

Page 4, llne 7, replace "warehouse" with "licensee" 

Page 4, line 11, replace the second "the" with "all of that person's unsatisfied" 

Page 4, line 12, replace "contract or one hundred" with "contracts or two hundred 

flftt 

Page 4, after line 31 Insert "Revocation and suspension. The commission may 

suspend or revoke the license of any licensee for cause upon notice and hearing 

for violation of any provision of this chapter. 
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Ct••• and dnltt. Whenever an enttty engages In an activity pr practice that 11 
CQntcatY to the proyfslons ot this chapter or related rules. the commission. upon 
its own motion wjthout complaint. with or wtthout hearing. may order the entity to 
cease and desist from the actiytty untn further order of the commission. such 
orders may Include any corrective aotton up to and Including Hctna 
suspensions. cease and desist orders must be accgmpanled by a notice of 

opportunity to be heard on the Qrder with fifteen days of the t11yance of the 
or<1!L. 

Clalma. Claims concerning grain buyers shall be administered In a manner 
consistent wtth provisions of chapter a0-02.1. Claims concemina state licensed 
grain warehouses shall be administered in a manner consistent wtth provisions of 
chapter 60-04. No payments shall be made from the credit-sale. contract 

indemnity fund if the otalm Is bas@d on losses resulting from the sale of grain to 
1r1 entltv that Is not licensed under chapter 60-02. chapter 80-02. 1. or the United 

States Warehouse Act U u.s.c. 241-2731. 

Subrogation. Amounts paid from the credlt .. sale contract Indemnity fund in 

satisfaction of any valid ctalm shall constitute a debt and obligation of the entity 

against whom the claim was made. The commission may take action on behatf 

of the fund against such an etttity to recover the amount of payment made, plus 

costs and attomey's fees Incurred. Any recovery for reimbursement to the fund 

shall Include interest computed at the weight averag~ prime rate charged by the 

Bank of North Dakota. Upon payment of a claim from the credit-sale contract 

Indemnity fund, the claimant shall subrogate its interest. if any. to the commission 

In a cause of action against any and all parties, to the amount of the loss that the 

claimant was reimbursed by the fund. 

Unlicensed facility-baaed grain buyer. The provisions of this chapter also 
apply to facility-based grain buyers as defined in chapter 60-02.1 which are 

licensed under the United States Warehouse Act (7 U,S.C. 241 .. 273] but which 

I 

J· 

J 



l 
I ' 

I 
! 
! 

/ 

~1° not DOHIH a atate grain buyer llcena, The comm1u1on shall haye the dyty 
and power to examine and Inspect. during ordinary buslneaa houra. an boolssi 
documents. and records related to coHectlons and remittances pertaining to the 
.Qtedtt-ulo contract Indemnity fund. In case of lnsotyency. credit-sale contract 
payments to valid claimants shall be reduced by an amount eaual to credtt-ale 
contract Indemnity payments received from programs administered bv the United 
states department of agriculture.· 

Renumber accordingly 

·1 

the .torotr•to ,..,.. °" thf• fll11rt eccutttt r~tfont of recordt •llwrtd to Nodtrn lnfo,..tfon tyat- for •forofU•fne _. J ...,. ,u--•~ tht dtUltr e«lt'II c,f butlnttt, The phototrephf c prOCetl ... t. ttlNMNM of tht •rtcan NtUONll stlftdll"dl 1Nt1tutt 
(AHi) for iirchtYtl 111lcroftllll, NOTICl!I If the fHMd 111111 lb,ove ft lett lttlble than th1t Notfct, ft ft duct to tht qutlftV of tht .• 
~t bth'I ftlNd, t'--. · '.U," ~~\J~ l~P-1<:>3 
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Match. 1 2003 

Senate ag commlttH nNm,,.,..: 

I lal I fbunh ,ewation &rmer &om Sutton. ND. in Gria1 county, I &rm 1160 acree wbich Ill but tine 
_..1 nmt 6om my modaer. I railed IUD8owen ad wbeet oa ec,me of that pound ofmy modlerl m 
2001.1 bMaled tbe pm to Wimbledoa Onin at Wimbledoa.NJ). I 101d my wbeat,but did a credit..._ 
coaaact "8 my IUdowen. My madlea' did a credit..._ comract on bet llllllowen lDII wbelt. Her wheat 
coaaact..,.. .._ 20 Dec.10 Ibo aot paid b that became it wu ._ tbla 30 daya. We. however. 
weren't 10 lucky on the IUdowen. Tbe elevat« wu declared imolwllt and we have been tryma to aet our 
money ffl!l' liaoe. The boad doe, not cowr ua. and we have lpClllt quite• bit of moaey on lepl fell 10 &r 
to ao 1\d. We &oat~ a quaner of om mcome tom 2001, We can't tab tblt Fll'IIUDI at i1a 
Nit bll D0t been w,yptc,fltlble the lilt 10 )4111'1, Molt Of Ill ll't ODI &ilecl crop away iom brviaa to quit 
IDd .U out. I'm" )'WI old with a prior COl'OClll'Y• 10 my bema Ible to find IDOtbet job ifl baw to quit 11 
next to in.JOllliMe, I dunk we really need bill HB 1197 to pnMeCt ltJ'/ f\ature credit wea or price later 
contrlctl 

Thank you, are, Nelson 

flit 1fo,...,.1p1fo f..,.. on thf1 ftl• ,,.. accurate f'IPl':OCb,tfOM of reeordl dttfwred to Modern lnfo.,.tfon IYtt .. fo, ■toroftl•fl'II anal 
wt fH-·'"· the .... t•r COUt"H Of butfnttt. Th• photogrlflhlc prOCttl ... t, It .. ,. of tht AMtrfCfln N•t,onel ltlndlrdl hwtftutt 
<AM•u for irchiYIL MtcrofttM. NOYIC!t If the fftlllld ••11 lbwt ,. lHI lttfblt thin thh Not1ct, tt f• dut to tht ..-Lttv of the 

-• bttn1111nc1. jJ)" ~~ l6\&i-)D;, 
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North Dakota Grain Dealers Association 
Senate Ag Committee - March 7. 2003 

Mr. Chainnan and members of the Senate Ag Committee, the North Dakota Grain 
Dealers Association supports HB 1197. Previous speakers have told you the good things about 
it. rd like to comment on a perception some legislators may have that credit sales contracts are 
covered by bond. That is only partially true. and only at~ elevators. and only on 1Q1!m 
contracts, and only up to a limited amount. 

Back in the t 999 session we talked about requiring bonding on credit sales contracts. 
Bonding companies said they wouJdn•t write those kinds of bonds on many, if any. individual 
elevators. There are too many unknowns. With what's happened in the corporate and 
accountins world in the put couple years. the desire and capacity of surety companies to write 
more financial guarantee bonds has declined. 

The only credit sales coverage rm aware ofis that Cenex. Harvest States has one SlO 
million bond over its entire system to cover on)y the deferred PIYIQent contracts, not priced-later 
contracts. Deferred payments are done for tax purposes. Grain is sold in one year, but the 
income is deferred to the next. On the other hand. delayed pricing is when the farmer delivers 
his grain, but agrees to pick a price at some later 'date. These contracts are done in arrtici.,.tion 
that the market price is going up and/or that the basis will change in favor of the farmer. CHS 
line houses and regionalizations like Southwest Grain near Dickinson and SunPrairie Grain in 
Minot come under this S l O million bond, as well as those locally-owned and controlled affiliated 
co-ops that qualify and buy into that coverage. That's not $10 million per elevator; that•s S10 
million systemwidc, under the theory that there won't be multiple losses at the same time. My 
understanding is that CHS is liable for a very substantial deductible on this bond. 

One of my Directors familiar with this told me that the cost to buy into this coverage is 
2% of the amount on deferred payment. So on $1 million of deferreds that's $20,000. This 
indemnity fund created by HB l 197 is 2/lOths of 1%, which is $2000, And remember, that $10 
million bond covers deferred payments only, not delaying pricing, The indemnity fund covers 
both. I think one time there was an estimate made t'iat of all credit sales there are about S00/4 of 
each. 

Under the principle on the schedule board that brevity is a sign of confidence, I will keep 
this to one page and include the resolution passed at our convention in January. Our concern 
about the St 00,000 cap has been resolved with the increase to s2so.ooo. Thank you. 

TIM ■fcrotr,..fo fNOtl on t.,t, ffl1111r1 accurate reprocaictfon1 of recordl dt\fwred to MOdlrn lnfot'Mltton SyetMI for 1fcrofflMfnt tnd 
were 1fl1Nd fn tht NtUl•r cour11 of buttntH, Th• photographfc proceu Mttt 1tendtrdt of the AMtrfc1n N1tf onel ltenderde ll'lltftutt 
(ANSI) for 1rchtv1l 111tcroftlM. NOYIC!I If the ftlilied t•o• ~v• ,. lttt leofble then thft Notfce, ft ft due to the qu,ilttv of tht 
doelllllnt being ffltllld, ~t-.__~ ~ \v--.. ~ 1::n ,\1~ \Q\&)..lo3 
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RESOLUTION ON CREDIT SALE INDEMNITY FUND 
North Dakota Grain Dealers Association Convention 

January 21, 2003 - Bismarck 

Wlaereas: , Credit sale contracts are important tools for farmers for tax purposes and 
marketing. and 

Wbereu: Farmers and communities can be substantially negatively affected by a grain 
elevator/buyer insolvency resulting in the inability to cover alt contracts, and 

WINreu: House Bill 1197 has been introduced to create an indemnity fund for 
producer protection on credit sale contracts in those rare but unfortunate events, and 

W•ereu: The fund proposed to be entirely self-funded by all credit sale contract 
holders, and 

1:) Wllereat: Grain elevator/buyer involvement is limited to collecting the assessment on 
credit sales, similar to a commodity promotion checkoff: and 

Wbereu: HD 1197 appears to be fairly drafted as is, with the question ofthe payment 
cap of S l 00,0007 

Now there be it resolved the North Dakota Grain Dealers Association supports HB 
1197, but suggests the $100,000 cap be removed . 
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~. Testimony for HB 1197 

CbAirman HoJmbeta and Senate Appropriations Members. For the record I am Rep. Phil Mueller of 
District 24 which Is part of Dames and Ransom CoWlties. 

HB 1197 is about the establi.tbment of a pain indemnity fund for the protection of credit sales 
patrons of grain elevaton in ND. 

The basics of the bill provide for an assesm>ent of the grain credit sales contracts in the amount of2 
tenths ofa percent oftbe value of the credit sale contract value. It puts thci auessment mto a BND 
indemney ftmd that will bci administered by the Public Service Con,ntss»n. In the event of an 
elevator imohency, that timd may be U9ed to pay credit sale contrlet holders who curreatly haw DO 

protection under the Jaw when an elevator becomes insolwnt. The fund bas a cap of l O million dollars 
at which time the assessment goes away and kicks baok in when the fund drops blow 5 million dollars. 

Those who use the credit sales system, either deferred or delayed price contracts, for gram sales 
ropnaent about SO% of the &rmer aram trade in ND. It is estin'8teci that credit sales will omy 
increase as the grain trade increasidgly gears up for filst turnover of grain. The elevator bonding 
requirement curreatly covers stored and cash sales in the event of an imolvency. Credit sales haw DO 

such protection. 

,,. --.._ 
' \ 

I will not devote more time to the mechanics of the hia others here can do that better than I. I would 
like u, impress upon you the need for such protection for the grain producers of ND. I and about l SO 
other farmer &iends and neighbors have recently been through an elevator insolvency in my home 

L 

town of Wimbledon. We are not through the process yet. Some issues regarding the insolvency are in 
the ND Supreme Court IM',w and are still being deh"betated in the Federal Court in Fargo. Lawyers and 
court proceedinas are extremely expemive and in too many cases not very rewarding. 

The small community in which I liw Is currently short about one million dollars due to the lost 
income of those mmJ«s involved in credit sales with the Wimbledon Elevator. That has had a huge 
neptive impact on our community. The implement dealer, the grocery store. the Cene:x. station, the 
chemical and fertllizer business and most everyone in om community bas suffered financially, I have 
visited a number of my neighbors who may be forced off their &rm because oftbe problem caused by 
not getting pe.id. One of my neighbor farmers did quit in the past month certainly due in part to what 
his bily lost because there was no protection for credit sales. 

This is not an isolated situation in ND. There have been 21 imolvency cases in tbt, past 20 years. 

This bill provides protection tor credit sales farmers in North Dakota and is paid for by those farmers. 
Those who do not use credit sales are not affected. It is unlikely that I will ever again l ,avowed in 
the kinds ofdifliculties brought about by me local elevator's insolvency. But the problem will surface 
apin somewhere in ND. If this bill is enacted, those farmers will be extremely grateful that we passed 
HD 1197, Please give 1197 a Do Pass. 

Tbamc you for your time and attention. 

I will stand for questions if there are any. 

Tht •loroerap1fc flMtff on thh ftl111 are accurate reprowcttone of r.oorde dtlfvered to Modern lnforNtfon SVtt ... forA~~!!!fl•t~ t 
were ftllllld fn tht r.aeul•r count of butfntt1, Yh• ~otos,r~f c procu1 ltlHtl 1tendtrdt of the AMertcen National st-ru11 lnet t • 
(ANSI) for 1rchfv1l mtcrofllM, NOTJCEI If the ftlnied f•G• eb)ve ,. lttl lttfble than thts Notfce, ft ,. due to the 4,11lttv of th• 
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TESTIMONY 
SENATE AG COMMITTEE· HB 1117 

REPRESENTATIVE EARL RENNERFELDT 
MARCH 7, 20003 

I'm Representative Earl Rennerfeldt from District 1 In Wflllston. I'm here 

today to oppose HB 1197. 

This bill will hurt the credit sales customers. I am speaking of those 

customers who sign contracts with elevators that provide Bond Protection 

for their credit sales. Those elevators providing Bond Protection now 

would most likely drop that to save money. 

I ::) As a customer under this bill, I would go from 100% coverage to only 80% 

coverage, with a maxlmuni coverage of $260,000. A customer could lose 

much more than 20°/4 of their contract. This bill is very unfair and 

discriminates against credit sales customers. 

These are the customers that are providing free interest to these elevators. 

This helps cash sales customers also, but they don't have to pay the 

assessment. This is only a Band ... Aid approach. 

If due to a bad economy, two large elevators In the state would go 

bankrupt within a short period of time. This Credit-Sale Contract Indemnity 

Fund with $10 mllUon would not be enough to cover the losses. 
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TESTIMONY 
SENATE AO COMMITTEE • HI 1197 

REPRESENTATIVE EARL RENNERFELDT 
MARCH 7, 20003 

Another bad point In this bill is that a customer co, lld be assessed on $1 

million dollars of credit sales, but could only collect $250,000. This bill will 

hurt those farmers most that have worked hard to be fiscally responsible 

and It has the potential to hurt more customers than it would help. 

If you plan to support this bill, it should then be amended to assess all 

customers, Cash Sales and Credit Sales. to build the fund. The 

assessment should be capped at $250,000 in credit contracts per 

customer per Elevator in force at any one time. In my mind, a 

customer has the responsibility to check out the financial standing of any 

elevator that they do b~siness with. 

I ask for a DO NOT pass on HB 1197. 

·--· · rdl dtlt Id t Nodtrri 1nfo1Wtton fVlt• for •tcrofU•fno and 
Tht ifot~r•to , ..... on tht1 ft l• are eccur•t• reproduottona of reco V:~ .... ~ of the Allllerteen N1ttonel ltanderdl IMtf tut• 
wttt ff hid-In tltt ....... r ooutlt of bullnttl, Tfht•l~t.c,orlflh~~:-l'.:."tt!atblt than tht• Notte•, ft fl dut to the quelttv of tht 
(AMII) for 1rchfval MfcroftlM. NOTIC!I If the _. lllltt 
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