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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, HB 1197
House Agriculture Committee
Q Conference Committee
Hearing Date  1--23--03

Tape Number Side A Side B Meter #
ONE A 0 __TO END

ONE o B 0_TO 104

conmits et s W %

Minutes:

O VICE CHAIRMAN POLLERT: The House will cometo order. The clerk will take the roll.
b We will open on HB 1197. HB 1197 is relating to insolvency’s of grain buyers and
warehousemen; and to provide # penalty.
VICE CHAIRMAN POLLERT: Madam Chair, my name is Chet Pollert. Iam a state
representative from District 29. Iam 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 Dakbta 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

J credit sale contracts only. Credit sale sales contracts could be for deferred paymeﬁts. Etc.
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’ Page 2 4
jj House Agriculture Committee
, Bill/Resolution Number HB 1197

’ /-\ Hearing Date  1--23--03
‘ " Could be a fixed futures contract, A deferred payment, Something with a timo element,

What this dor is on Section § on page 3, what it would do is assess anyone entering into a
crudity sale contract. The assessment would be at the rate of two-tenths of one percent placed
On the value of all grain sold in this state under a aedit—sdc contract, as provided for in sections
60-02-19.1 and 60-02.1-14. The warehouse purchasing the grain shall note th» 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, The warchouseman shall submit any assessment
collected under this section to the public service commotion no later than thirty days after cach
calendar quater, The commission shall deposit the assessments received under this section in the
credit-sale contract indemnity fund. Lets be optimistic and say that wheat is $5.,00 dollars you

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

| sale contracts at that particular facility, you are look at a 50 dollar insurance plan. One hundred
thousand you are looking at two hundred dollars. Basically a insurance plan.
{{PLEASE READ THE ENTIRE BILL}} asto Chet Pollerts testimony. His testimony was

going through the Bill,
I a nut shell that is HB 1197. 5

REPRESENTATIVE KREIDT: Am [ to understand that if you do take a credit sales contract
| you are automatically in. There are no options. You can’t assume a gambie and not take the
insurance on the amount of grain I have in the elevator.
VICE CHAIRMAN POLLER: No there is not way to voluntary set out of this, If you enter
into a credit sales contract, that's where I talked about a half mandated and half not. You are
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Page 3

House Agriculture Committee

Bill/Resolution Number HB 1197
~~N Hearing Date  1--23--03

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: 1 can’t gamble, If Itake 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 MDYV contract or a open base contract, those are credit
‘ q sales contracts that have kind of a time on their contract.
™ REP.BELTER: Itisalsomy understanding that when this fund reaches a certain level then
you no longer would have to contribute to this insurance.
| REPRESENTATIVE POLLERT:  When the fund would get to ten miltion dollars the payment
Premiums would discontinue until the fund would drop to five million dollars.
KEP. 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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Page 4

House Agriculture Committee
Bill/Resolution Number HB 1197
Hearing Dats  1--23--03

REPRESENTATIVE KELSCH: Any other questions of Representative Pollert?

e e i et

Representative Wrangham,
REP, WRANGHAM :; Thank you Mrs. Chair? Representative Poliert, what is different about

this Bill then what we have seen before?

ot et oo

REPRESENTATIVE POLLERT: Madam Chairman. And Representative Wrangham, Four
years ago the PSC had brought some Bills and part of that Bill covered credit sales contracts.

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 if there is an

P REpe S RENE—

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

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

REPRESENTATIVE KELSCH: Any further questions?

REPRESENTATIVE POLLERT: Iam going to pass out some amendments.

REPRESENTATIVE KELSCH: Anyone else wishing to offer tesiimony on HB 1197?

| JOHN MIELKE: Vice Chairman and Committee Members. My name is Jon Mielke, I am the
1 Executive Secretary of Public Service Commission. I also serve as the director of the
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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House Agriculture Committee
Bill/Resolution Number HB 1197
Hearing Date  1--23--03

inspectors, Heis quite involved with the Wimbelton insolence case. He is a licensing
specialist.  {{{{PLEASE READ JON MIELKE'S TESTIMONY}}}}{{{{PLEASE SEE
SPREAD SHEET PROVIDED BY JON MIELKE:}}} Jon Mielke said he would respond
questions,

VICE CHAIRMAN POLLERT: Any questions.

REP. FROELICH : Mr Chairman and Mr. Mielke I am referring to the fiscal note. You have
a YA FTE, Basically that is $40,000.00 thousand a year. 1 could not understand what
Representative Froelich said but Jon Mileke when on to say, The $79,000.00 is per
Bieninium so it would be about $40,000.00 per year. So half time would be 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 use 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 farmers sell grain and the manager asks do you want a check or do
you want to defer it. The farmer 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 coverzd because for the credit sales contract to be
valid, it must be signed. This is something that the PSC fought hard for in Federal Court

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

of adiscussion between the warehouse and the farmer and the contracts had not been signed.
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House Agriculture Committes
Bill/Resolution Number HB 1197
Hearing Date  1--23--03

We went to court.  An unsigned contract is not a contract. It is open storage. Something that
are warchouse inspectors look for when they go out and we advise the warehouseman, If the
farmer dose not come in an sign a contract, the elevator should do one of two things. Either
Put the grain on a warehouse receipt and start charging storage or cut a check to the farmer.

So the farmer can’t have the best of both worlds. Just hang out there in open storage
indefinitely.

Something has to happen within 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 farmer and say we have to do something with
this. It can 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. Ihave heard in the past it cost to much to do that but we are incurring the cost
throughout this method.

JON MIELKE: 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 bond 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 number 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 really weaken the overal! structure of the industry.
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: House Agriculture Committee

| Bill/Resolution Number HB 1197
N Hearing Date  1--23--03

REP, BELTER : When you say .06 cents.. On the insiired bushels or .06 cents on the capacity
of the elevator.
1 JON. My rembetance 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 $10,000.000.00 million. And there were no more remittances

ST e

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

- T

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
"{D no claims. The fund will be handled by the Bank of North Dakota,
‘ There are still risks even with this contract of insurance with the maximum payment being
One hundred thousand dollars maximum payment. With 80% of that actually being paid.
REPRESENTATIVE PHILIP MUELLER:; The assessment is designed to be funded until it

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

down to five million dollars and then the assessments kick in again until the fund reaches it’s

cap again of ten 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 ¢'evator this fall there is a

B ted poster on door that says you will put your grain on credit sales contract or you will be cuta
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House Agriculture Committee
Bill/Resolution Number HB 1197
Hearing Date  1--23--03

check. They want to get the grain in the car and down the track., That is What is happening to
the grain industry. The farmers basically have two options. Iam here to tell you insolvency's
are expensive, They are not pleasant. [ solicit a DO PASS on bill,

MIKE CLEMENS: | am dealing with the Wimbelton. Situation. Please see the printed cover
story BANK ROBBERY. It basically was Mikes testimony. Please support HB 1197,

We would like to see a higher limit then the $100.000.00.

SCOTTDORSON: 1 am inthe Wimbelton situation. The insolvency affects everyone in
the community.

JOHN MIDLIGHTER: We would like to see an amendment that maks 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, [ 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 MIDLIGHTER: No we would not be 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 ‘asolvency's wete specialty houses. I would like to comnliment
the PSC for the support they gave .s on the Wimbelton case. We support Bill

VICE CHAIRMAN POLLERT: Represcntative Pollert read testimony from the Notth
Dakota Grain Dealcrs that stated 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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Bill/Resolution Number HB 1197
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I'think that this Bill would help independent operators, I sec this as a positive movement,
This is cheaper then buying bonds,

LANCE HAUGE. We support HB 1197,

VICE CHAIRMAN POLLERT: WE WILL CLOSE ON HB 1197
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, HB 1197
House Agriculture Committee
Q Conference Committee

Hearing Date 2--06--03

“Tape Number Side A Side B Meter #
TWO B 00 TO 120

Committee Clerk Signature W /4 %’V

Minutes: /

CHAIRMAN NICHOLAS: We will open on HB 1197. Representative Pollert.
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 sce the amendment is two hundred and fifty thousand dollars. Every thing
after page four which is the very last line that is all new language. We talked to the PSC
about and basically and correct me if 1 am not cotrect are means of going after fly by nights,
The bonding company can go after these companies when they come in and then head out and

try to take advantage the indemnity funds. That is why we asked the PSC to come down so they
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Bill/Resolution Number HB 1197 ;
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|

can explain what after page four line 31 really dose because I can'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 the
Grain Dealers Association and had help from the attorneys generals office. We tried to
incorporate every thing into these amendments. [[[[please read bill]]) John Milken when :

through the bill,
REPRESENTATIVE POLLER: The Dekota Growers Posta. Will 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 therc 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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House Agriculture Committeo |
Bill/Resolution Number HB 1197 f
Hearing Date  2--06---03

REPRESENTATIVE MOVES ON AMENDMENTS, SECONDED BY REPRESENTATIVE
FROELICH. ALL THOSE IN FAVOR SAY YES. OK WE HAVE HB 1197 THE HOUSE
WILL ENTERTAIN A MOTION FOR HB 1197 AS AMENDED FOR A DO PASS.
REPRESENTATIVE ONSTAD AND SECONDED BY REPRESENTATIVE BOE.

THE ROLL WAS TAKEN. THERE WERE 12 YES 0 NO AND 1 ABSENT.
REPRESENTATIVE MUELLER WILL CARRY THE BILL.

WE CLOSED ON HB 1197.
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~~ FISCAL NOTE

Requested by Legislative Council
04/07/2003

Amendment to: HB 1197

1A, State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2001-2003 Blennlum 2003-2008 Blepnium 2005-2007 Biennium
General [OtherFinds| General |Other Funds| General |Other ™' 'nds
Fund Fund Fund
Revenues $0 $0 $a $3,000,004 $0 $3,000,000
Expenditures 0 $0 $0 $79,000 $9 $79,000
Appropriations $a $0 $0 $0
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2001-2003 Biennlum 2003-2005 Blennlum 2005-2007 Biennium
School School School
Counties Cities Districts | Counties | Citles Districts { Countles Citles Districts
$0 $0 $0 $0 $0 $0 $0 $0 $0

2. Narrative: Identify the aspects of the measure which cause fiscal Impact and include any comments relevant to
your analysls.

This bilt, with the Conference Committee’s amendment, proposes to establish an Indemnity fund to provide protection
#7\,  to farmers who soll there grain via some form of credit sale contract. The program would be self-funding in that
| credit-sale transactlons would be assessed a 2/10th 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 Insolvency and
to cover administrative costs incurred by the Public Service Commission,

3. State fiscal effect detail: For information shown under state fisce! effect in 1A, pleass:
A. Revenues; Explain the revenue amounts. Provide detall, 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 graln are sold each year via credit-sales. Assuming an
average value of $3 per bushel, annual sales equal $750 milllon. 2/10th of 1% of this amount is $1.5 million. Biennial
collections aro therefore estimated at $3 million.

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

The Commission estimates that it would require 1/2 FTE and cost approximately $79,000 per blennium to administer
this program. Related tasks would Include developing a computer program to record remittance information,
recelpting and deposit funds, conducting desk compliance audits, Investigating potential discrepancies, etc.
Additional costs would be incurred if and when insolvencles occur. Expenditures would be directly related to costs
Incurred by the Commisslon In the case and payments eventually made to valld credit-sale claimants.

C. Appropriations: Explan: the appropriation amounts. Provide detall, whon appropriate, of the effect on
the blennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the refationship between the amounts shown for expenditures and appropriations.

i This bill provides for a continuing appropriation to the Public Service Commission to administer this program and
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— FISCAL NOTE

Requested by Legislative Councll
03/18/2003

Amendment to: HB 1197

1A. State fiscal effect: /dentify thy state fiscal effect and the fiscal effect on agency appropniations compared to
funding levels and appropriations anticipated under current law.

2001-2003 Blennium - 2003-2005 Blennium 2008-2007 Blennlum
General |Other Funds| General |Other Funds| General |[Other Funds
Fund Fund Fund
Revenues $0 $0 30 $3,000,000 $0 $3,000,000
p ! | Expenditures $¢ $0 _$9 $79,000 $0 $79,000
| Appropriations $0 $0 $0 $
4
f ; 1B.. County, city, and school district fiscal effect: /duntify the fiscal effact on the appropriate political subdivision. A
| i 2001-2003 Blennlum 2003-2008 Biennlum 2008-2007 Biennium i
, : _ School School School 3
, : Counties | Cities | Districts | Counties | Cities | Districts | Counties | Cities Districts
$0 $0 $0 $0 $0 $0 $ $0 $0|

2. Narrative: [dentify the aspects of the measure which cause fiscal Impact and include any comments relevant to
your analysis.

{

| This bill, 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 2/10th 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 Insolvency and to cover
administrative costs incurred by the Public Service Commission.

3. State fiscal effect detail: Forinformation shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affacted 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 milllon. 2/10th of 1% of this amount is $1.6 million, Blennal
collections are therefore estimated at $3 miilion.

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line
ftem, 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 blennium 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 potentia! discrepancles, 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 eventually made to valld credit-sale claimants.

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on
the blennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

3
/ This bllf provides for a continuing appropriation to the Public Service Commisslon to administer this program and
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FISCAL NOTE
r"\, Requested gg/ : lcla;lvo Counci!

Amendment to: HB 1197

1A, State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2001-2003 Blennium 2003-2005 Bliennium 2003-2007 Blennium
General |[Other Funds| General [Other Funds| General |Other Funds
Fund Fund Fund
Revenues $0 $ $3,000,000 $0 $3,000,000
Expenditures $ $0 $79,000 $a $79,
Appropristions $d
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision,
2001-2003 Blennium 2003-200% Blennlum 2005-2007 Blennium
School School School
Counties Cities Districts | Counties | Cities Districts | Countles Cities Districts
$i _$0 $0 $0 $ $0 $ $0 $0
2. Narrstive: /Identify the aspects of the measure which cause fiscal Impact and include any comments relevant to

your analysis.

This bill, as amended, proposes to establish an indemnity fund to provide protection to farmers who sell there grain
-~ Vvia some form of credit sale contract. The program would be self-funding in that credit-sale transactions would bo
' assessed a 2/10th 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 insolvency and to cover administrative costs
incurred by the Public Service Commission.

3. State fiscal effect detall: Forinformation shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

Deposits into the Indemnity fund weuld be equal to 2/10th of 1% of the value of all grain sold via credit-sales contracts,
it Is estimated tha! approximately 260 million bushes of grain are sold each year via credit-sales. Assuming an
average value of $5 per bushel, annual sales equal $750 milllon, 2/10th of 1% of this amount is $1.5 million, Blennial
collections are therefore estimated at $3 million.

B. Expenditures: Explain the expenditure amounts. Provide detail, 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 blennium 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, efc.
Additional costs would be Incurred if and when Insolvencles 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 appropnation amounts, Provide detall, when appropriate, of ihe 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 expenditures and appropriations.

) This bill provides for a continuing appropriation to the Public Service Commission to administer this program and
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o~ FISCAL NOTE

Requested by Legislative Counsil
01/09/2003

Bill/Resolution No.: HB 1197

1A. State fiscal effect: /dentily the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2001-2003 Biennium 2003-2008 Biennium 2005-2007 Biennium
General |OtherFunds| General |[OtherFunds| General [Other Funds
Fund Fund Fund
Revenues $d $4 $0 $3,000,000 $0 $3,000,000
Expenditures $0 - $0 $0 $79,000 $0 $79,000
$0 $a $0
1B. County, clty, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.
2001-2003 Blennium 2003-2005 Blennium 2005-2007 Blennlum
School School School
Counties Cities Districts | Countles Citles Districts | Counties Citles Districts
$ $ , $ $0
2, Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to
your analysls.

{ This bill 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 2/10th 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 insolvency and to cover administrative costs incurred by the Public Service Commission.

3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund afiucted 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, 2/10th of i % of this amount is $1.5 million. Biennial collections are therefore estimated
at $3 million,

B. Expenditures: Explain the expenditure amounts. Provide delall, when appropniate, for each agency, line
fem, 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 andits, investigating potential discrepancies, ete,

Additional costs would be incurred if and when insolvencies ocour. Expenditures would be directly related to costs incutred by
the Commission in the case and payments eventually made to valid credit-sale clafmants.

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, ot the effect on

) the blennial appropriation for each agency and fund affected and any amounts included in the executive
—
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30137.0201 Prepared by the Legislative Councll staff for
Title. Representa‘(lve Pollert
, January 20, 2003

PROPOSED AMENDMENTS TC* HOUSE BILL NO. 1197

Page 1, line 14, replace "cash sale” with "non-credit-sale”

Page 2, line 19, replace "cash sale and atorage" with "non-credit-sale"

Page 3, line 24, replace "may" with "ghall"

Page 4, line 4, after "warehouse" insert "or a grain buyer" '.‘1
Page 4, line 6, replace "warehouse's” with "licensee's" :
Page 4, line 7, replace "warehouse" with "licenseg”

" Page 4, line 11, replace the second "the" with “all of that person's unsatistied"
Page 4, line 12, replace "contract” with "contracts”

T e e, e e e,
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L P AR P LT e [ .
; PR R ST R e & e i e, PR
: L sian il b A e
i R
2

o .

on this f1lm are sccurate reproductions of records delivered to Nodern Information Systems for microf!iming end

The micregraphioc |
uete £1lngdl-fn the rdgular course of businues. The photographic process meets stendards of the Amertcan Nationel Stenclerds Institute )

(ANS1) for arehival microfiim, NOYICE: (f the flmed {mage shove Is less legible than this Notice, it is due to the quelity of the

befng ¢{lmed, E : g
Operator’s Signature ‘ ' 7 ' l Date

. N '
" ,
. ; ) : [
) ' : . , [
[ . '
' o



S TR, s

The U}G:QPM'O fwages on this #ilm are accurste reproduc
e

30137.0202 Prepared by the Legislative Council staff for
February 10, 2003

HOUSE AMENDMENTS TO HOUSE BILL NO. 1197  AGR  2-14-03

Page 1, line 14, replace "cash sale" with "noncrecit-gale™

BOUSE AMENDMENTS TO BB 1197 ACR  2-14-03
Page 2, line 19, replace "cash sale and storage” with "noncredit-sale”

HOUSE AMFWIMENYS TO HB 1197 AGY. 2-14-03
Page 3, line 12, replace "warehouseman"” with "licensee"
Page 3, line 14, replace "warehouseman” with "licensee”
Page 3, line 24, replace "may" with "shall”
Page 3, line 29, after "g" insert *licensed" and after "warehouse” insert "or a grin duyer”

Page 3, line 31, after "The" insert “licansed" and after "grain" insert "or the grain buver to whom
p : J arain"
HBOUSE AMENIMENTS TO HB 1197 AGR 2-14-03

Page 4, line 1, after "The" Insert "liconsed" and after "warehouse" insert “or the grain buyer*

Page 4, line 4, after the first *g" insert "licensed" and after “warehouse” insert "or a grain buyet”

Page 4, line 6, replace "warehouse's" with “licensee's”

Page 4, line 7, replace "warehouse" with "licensee”

Page 4, line 11, replace the second "the" with “all of that person's unsatisfied”

Page 4"};“&3'12' replace "contract or one” with "contracts or two" and after *hundred" insert

Page 4, line 18, remove "gection 6 of"
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 this chapter.

Cease and desist. If Wmmmmmm
| t Ii ted vthecommrin e com n n its own
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S Roll Call Vote #:

’ 2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO.

‘ House AGRICULTURE COMMITTEE

[[] heck here for Conference Committee

Legislative Council Amendment Number

Action Taken ﬁ I =D ﬁ m M "4 (75
Motion Made By ‘ﬂ? &) I~ Seconded By 4&‘& &G A

L4

Representatives | Yes | No Representatives Yes | No
CHAIRMAN NICHOLAS

VICE CHAIRMAN POLLERT

4‘ ) REPRESENTATIVE BELTER
:

REPRESENTATIVE BOEHNING | / ;9/ (.g VJ

REPRESENTATIVE KELSCH
REPRESENTATIVE
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REPRESENTATIVE KREIDT _ |
REPRESENTATIVE UGLEM
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Roll Call Vote #:
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House AGRICULTURE COMMITTEE
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Legislative Council Amendment Number
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REPORT OF STANDING COMMITTEE (410) Module No: HR-20-2756
February 14, 2003 12:58 p.m, Carrier: Mueller
insert LC: 30137.0202 Title: .0300

REPORT OF STANDING COMMITTEE

HB 1197: culture Committee (Rep. Nicholas, Chalrman) recommends AMENDMENTS
A8 POLLOWS and when so amended, recommends DO PASS (12 YEAS, 0 NAYS,
1 ABSENT AND NOT VOTING). HB 1197 was placed on the Sixth ordar on the

calendar.
Page 1, line 14, replace “cash sala" with "noncredit-sale”
Page 2, line 19, replace “cash sale and storage"® with *noncredit-sale"
Page 3, line 12, replace “warehouseman® with “licensee*
Page 3, line 14, replace "warehouseman" with “licensee”
Page 3, line 24, replace "may” with "ghall"
Page 3, line 29, after "a” Insert “licansed” and after “warehouse" insert "or a grain buyer*
Page 3, line 31, after "The" lnsoirt. “liconged” and after "grain" insert *or the grain buyer to

Page 4, line 1, after "The" insert “licensed" and after “warehouse" insert *or the grain buyer*
Page 4i line 4, after the first “a" insert "licensed"” and after "warehouse” insert *or a grain

Page 4, line 6, replace "warehousge's"” with “licensee's"

Page 4, line 7, replace "warehouse" with “licensee"

Page 4, line 11, replace the second "the" with "all of that person's unsatisfied"

Page 41' I{Il?)?' 12, replace "contract or one" with "contracts or two" and after “hundred" insert

Page 4, line 18, remove "gection 6 of*
Page 4, after line 31, incert:
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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HB 1197 i

Senate Agriculture Committee i

O Conference Committee

Hearing Date 03/07/03

Tape Number Side A Side B Meter #
1 X 4628 - end
2 X 0-end i
2 i N\ X 0 - 400
Committee Clerk Signature &

Minutes:
‘q Chairman Flakoll opened the hearing on HB 1197, All members were present.
N
Representative Pollert 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 bill

seeks to assess .2% of the value of the grain for use in an indemhity fund to provide protection
for producers with credit sale contracts with an elevator in case of an insolvency. It is estimated
the assessment will bring in $1.5 million per year and the assessment would stop when the fund
balance reaches $10 millioa. 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 5 - 6

cents per bushel, approximately 2%.

Senator Klein asked if the assessment would be refundable.
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; Senate Agriculture Committee
Bill/Resolution Number HB 1197
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Representative Pollert said no, That is why the assessment only applies to credit sales contracts,
If it were to be refundable, after they veceived their credit sale payment, farmers would apply for
arefund. The fund would never build up.

i Senator Nichols asked regarading elevators with bonding coverage for credit sales contracts, if
this bill were to pass, would! drop that coverage?

Representative Pollert said there were others with better knowledge of this issue. He thought
they would probably drop their bonding coverage.

Senator Urlacher asked if those elevators with bonding coverage would have the option of being
covered under this bill? (meter # 5691)

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

O indemnity fund
Representative Mueller testified in favor of the bill, (meter # 5761) 50% 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

ﬁ transactions, Representative Mueller was among 150 farmers who have recently been through
the exact situation this bill addresses and they are not through with it yet. He has learned that
lawyers and court proceedings are very expensive and, so far, not very rewarding. The
Wimbledon Grain insolvency has caused a shortage of $1.1 million in his community because of

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

N ey e

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)
N
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O Senator Flakoll asked if there was any discussion about why producers should keep on paying if
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Senate Agriculture Committee

Bill/Resolution Number HB 1197
/‘\ Hearing Date 03/07/03

Regarding the bonding of credit sales, the cost is 2% of the value of the credit sale contract, 15 -

e e e R
G

20% 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 farmer, 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 bill, those who do not use credit sales do not pay. (meter #
488)

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

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

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

they go beyond the $250,0007
Representative Mueller said it has been discussed. It is important to remember that the

assessment goes away when the fund reaches $10 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?

Represcntative 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 management of such funds so interest would accrue, l

Senator Flakoll asked if accrued interest would remain in the fund? 3

o } Representative Mueller said yes.
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" Senator Klein asked if thero will be a report to the legislature for accountability purposes?

R et e

Representative Mueller said its a good point and he doesn’t have a good answer, There are
internal audit systems with the Public Service Commission,
Jon Mielke, executive secretary of the Public Service Commission, 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 Service Commission focuses on elevators where the federal
inspectors don’t go, The federal inspectors had been to Wimbledon and had conducted an audit.
[,D The bank pulled their line of credit which made the eievator 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 grain 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 pulied their

checkbook.
Senator Klein said the Public Service Commission sought credit sales coverage in the 1999

3
ﬁ,
@

; } 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 g
credit sales wero factors. f
,’ Senator Flakoll asked if we should have any concern about ramp up time on this? f?
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 wh;tever 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

(O’ Commission would make recommendations to the district court. There is then an opportunity 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 notifying the farmer 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?

I Mr. Mielke said after the interim study they developed a brochure with the extension service that

T ) was sent to all elevators with a request to post them. g
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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 from the Wimbledon area, testified in favor of the bill. He was a holder of

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

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

sales method, He also submitted written testimony 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

contracts. This is becoming a very common way for farmers 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 farmets actually read the Farmers Union policy book?

Mr. Sitz said he hopes they all do.

Brian Kramer, North Dakota Farm 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 determined? (meter # 3305)

Mt Strege said he thought it was the price on the day of insolvency.
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!
{
Lowell Bernston, farmer from Kuim and Chairman North Dakota the Ag Coalition, testified in 1}

favor of the bill. This bill will support independent grain dealers and so supports smaller f
| bustness in North Dakota. (meter # 3362)

———

Mr., Strege said as far as the cap is concemed, that is the limit of a payment from one elevator, If
a farmer 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 # 3675) He said the

TOve Te=—w —w

80% limit in the bill encourages farmers to scrutinize who they are doing business with. With

100% coverage, they would not have this incentive. g
Keith Brandt, general manager of Plains Grain and Agronomy in Enderlin and the president of

O the North Dakota Grain Dealers Association testified in favor of the bill. (meter #3772) It |
encourages confidence in the local elevators,
Representative Chet Pollert stood for questions, (meter # 3885)
Senator Flakoll asked about out of state producers hauling grain to North Dakota?

Representative Pollert said he is the wrong guy to answer that question.
Mr. Mielke stood for the question. In case of an insolvency, 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 farmer’s

| ) responsibility to check out an elevator before he does business with them.,
\‘\«
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Perhaps the bill should 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 contracts is

. e vy m—

constitutional?

Senator Flakoll asked how a farmer should check out an elevator before he does business with
them?

Representative Rennerfeldt said they should find out who the owner is and look 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?

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

Chairman Flakoll closed the hearing on HB 1197, (meter # 5639)

? Senator Klein said at a cost of .2%, we should have created our own pool long ago. This is *n
opportunity for farmers to insure themselves at a reasonable rate.

Senator Urlacher said he sees the value in it but some large elevators might get a double

|
1
%
i
1
1

™y whammy, if they keep their bond.
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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 20%.

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 Klein said they would still have to bond for the cash sale side.

Senator Erbele moved that the Senate Agriculture Committee adopt the amendments proposed by
the Public Service Commission, seconded by Senator Klein.

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
Erbele, Senator Klein, Senator Urlacher, Senator Nichols and Senator Seymour. There wete no
negative votes cast.

Chairman Flakoll moved on to other business of the committee.
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2003 SENA1E STANDING COMMITTEE MINUTES
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Senate Agriculture Committee
Q Conference Committee
Hearing Date 03/13/03
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Minutes: Q

- Chairman Flakoll opened the discussion on HB 1197, All members were present.

Senator Flakoll said Representative Belter was here earlier saying it might be better to raise the
cefling to $350,000 with the 80% payout at $280,000. What does the committee think of this?
Senator Klein said the whole issuc is to come up with a level that would keep the fund solvent.
The only opponent to the bill was concerned about the level. Why would he want to go from
100% coverage now to 80% coverage? There are some big grain sellers now. Many are not
covered now.

Senator Nichols asked if the $10 million should be reconsidered if we reconsider the individual
coverage?

Senator Flakoll said we are adding 10% io the individual coverage.

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

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

this for a year.

Senator Nichols said he thought the level was similar to other states, this came out in testimony.
Senator Klein said we are changing line 16 to $280,0007?

Senator Flakoll said that is the intent.

Senator Klein wiil check with the sponsors.

Chairman Flakoll reopened the discussion on HB 1197 (tape 1 side B meter #27).

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

Senate Agriculture Committee adopt the further amendment changing page 4 line 16 to

N e Rt e i s i

$280,000. Voting yes were Senator Flakoll, Senator Erbele, Senator Klein, Senator Urlacher,

Senator Nichols 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

million 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 legislation.

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 of a farmer’s production held on

contract so there is volume 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 call vote that the

/"\ Hearing Date 03/13/03 j
Senate Agriculture Committee take a Do Pass As Amended action on HB 1197, Voting yes were ‘

Senator Flakoll, Senator Erbele, Senator Klein, Senator Utlacher, Senator Nichols, and Senator

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

Chairman Flakoll moved on to other business of the committee,
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BILL/RESOLUTION NO. HB 1197
Senate Agriculture Committee

Q Conference Committee

Hearing Date 03/17/03

Tape Number Side A | Side B Meter # ;
No tape x

i

Preiinn. N
N
Committeo Clerk Signature \ﬁ%
Minutes:

{r’\} 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.

Chairman 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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30137.0301 Adopted by the Agriculture Committee /\ %
Title.0400 March 13, 2003 |
3 r'( 5' 03
: ‘\ PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1197
{
Page 1, line 3, after "60-02.1-30" ingert *, 60-02.1-34"
| a
; Page 2, after line 8, ingert:
i
|

"SECTION 3. 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 marshall all of the trust fund

assets. The commission may maintain
sults in the name of the state of North Dakota for the benefit of all -

claimants against the licensee's bonds, Insurers of grain, any person ﬁ% may have
converted any grain, and any person who may have received preferential treatment by
being paid by the insolvent licensee after the first default.”

Page 4, line 186, replace "m* with ng_m.,
Renumber accordingly
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REPORT OF STANDING COMMITTEE (410)

Moduile No: SR-47-4928
March 17, 2003 1:38 p.m.

Carrier: Nichols
Ingert LC: 30137.0301 Title: .0400

REPORT OF STANDING COMMITTEE
HB 1197, as onglrougod: ricutture Committee (Sen. Flakoll, Chairman) recommends
AMENDWM AS FOLLOWS and when so amended, recommends DO PASS and
BE REREFERRED to the priations Committee (6 YEAS, 0 NAYS, 0 ABSENT

Ab'lD d’:OT VOTING). Engrossed HB 1197 was placed on the Sixth order on the
calendar.

Page 1, line 3, after *60-02,1-30" insert *, 60-02.1-34"
Page 2, after line 8, insert:

“SECTION 3. 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. l_lj_ﬁgn its appointment,
the commission shall marshall all of the trust fund assets. commission ma
maintain sults in the name of the state of North Dakota for the benefit of all
noncredit-sale claimants against the licensee's bonds, insurers of grain, any person
who may have converted any éraln, and any Fgmn who may have received
preferential treatment by being paid by the Insolvent licensee after the first defautt.”

Page 4, line 186, replace “fifty" with "eighty"
Renumber accordingly
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2003 SENATE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. HB 1197& Vote
Q Conference Committee

Hearing Date 3-19-03

Tape Number Side A Side B Meter #

1 X 1393-4904

‘ \
Comnmittee Clerk Signature Dandia "Dﬂ’l}cﬁ—ﬂ\

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 1.

(Meter 2099) CHAIRMAN HOLMBERG asked him to explain delayed price. Does the farmer
has absolute contro! 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 farmer when the price is determined?

(Méeter 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
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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

e a s R CIRCIE

they are all considered delayed price contracts.

(Meter 2281) SENATOR TALLACKSON stated talking about bonding, why wasn’t this
bonded? (Meter 2305) 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 housekceping clean up with

two additional changes. One was a language cleanup and the second was a single farmer

N SR ki Pl e st P b et

protected 80% or $280,00 whatever is less.
{ , i
Q (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? Do they

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

REPRESENTATIVE PHIL 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 fiscai 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 line 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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Senate Appropriations Committce
Bill/Resolution Number HB 1197
Hearing Date 3-19-03

REPRESENTATIVE PHIL MUELLER responded that in the state of ND, it is law requires that
every elevator operating in the state, have a state licensc. Under that state license, the answer to
your questions is yes, He explained what happencd to Wimbiedon Elevator,

(Meter 3270) SENATOR THANE gave his personal account and explained on how his elevator
works. His opinion was that coops are not zafe either, REPRESENTATIVE PHIL MUELLER
agreed that is exactly why this bill s nechd.

(Meter 3513) SENATOR LINDAAS asked when would this get up to full strength? If there was
a start up date for this August 1st? 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 ball
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 werc other areas in the elevator business where
farmers 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 unrelated to grain that could possibly be a problem within an elevators business,
(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 availabie? REPRESENTATIVE PHIL MUELLER
stated those people will be covered. They will 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 isolate the areas so the elevator fund does not get jeopardized

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

o
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( Senate Appropriations Committee
Bill/Resolution Number H3 1197
Hearing Date 3-19-03

is his belief that because of the licensure provisions and the requirements of the licensure those

Page 4 ?
;
I

books have to be separate from other business activities.

(Meter 4411) SENATOR CHRISTMANN asked if it was ever discussed 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 that 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 yeas, 0 nays and 3 absent passed the bill. SENATOR

NICHOLS from the Ag committee will carry the bill.

—
' \J CHAIRMAN HOMBERG closed the hearing of HB 1197.
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO, HB 1197
House Agriculture Committee
@ Conference Committee
ﬂmﬂng Date  4---03---03

Tape Number Side A Side B Meter #
ONE A 00 TO END

Committee Clerk Signature W
Minutes: J

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

HB 1197. The clerk took the roll and everyone was present.

VICE CHAIRMAN POLLERT: It was nice of the Senators to join us this moming. 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 Supreme Court Case
that is from the Wimbelton Grain case. We might also have to have the PSC because I have
amendments that we will have to have. What these amendmients will do. Those incorporate the

Senate Amendments that you put on in the Senate Agriculture 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 BETTER UNDERSTANDING OF THE

TESTIMONY AND CONVERSATION THAT IS GOING ON.}} The Senate Amendments are
O 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 Agriculture Committee i
Bill/Resolution Number HB 1197 '

would like to have Representative Mueller speak about that and then at that time we will need the

PSC to give us the reason why these amendments are needed. |
REP, MUELLER : Thank you Chairman Pollert. This has to do with the Supreme 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 cluimant, It is legal councils 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. The definition of the word claimant, We want to be considered claimants. Then we
would have access to this trust fund from the Wimbelton situation. The problem with 1197 is

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 amendments.
There is not a problem with them as far as I am concerned. What Chairman Nicholas did not
concur was on our request to deal with this issue with claimant verses receipt holders. In the
end if the Supreme Court rules against us. The Wilmbelton Iam 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

et e s S e

N have done is if we are successful in the Supreme Court claimant says in here we then have
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House Agriculture Committee
Bill/Resolution Number HB 1197
HearingDate  4---03--03

exposed and created a situation where the elevators are going to have a dickens of a time,
number getting bonds, because they are exposed to a great deal more, The are exposed on this
credit sales side. The will also probably getting 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 doubie 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 this fund and
also the Fed. Indemnity fund. We are not asking anyone to do any double dipping.
REPRESENTATIVE POLLERT: So what the amendments would do is tighten up the century
code a little,

REP. MUELLER : We make this change and it really dose not change anything, We are still
doing what we had intended to do. It is kind of a maybe if kind of if they ruled in our favor.
With this claimant issue,

REPRESENTATIVE POLLERT. 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 POLLERT: 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 helding

areceipt. Rep. Mueller explained the issue before the Supreme Court right now is what is the
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House Agriculture Committee
Bill/Resolution Number HB 1197
Hearing Date  4---03---03

definition of claimeut under section 6002.1 that was put into law in 1989, One of the major
problems that the PSC has with the language in this law being the way it is if the Supreme Court
rules in favor of the Wimbelton Grain Farmers Group what it dose it puts the farmers who deal
with Federally license ware house receipts in a more favorable position that farmers who deal
with state license warehouses, elevators, You have to keep in mind here there are two types of
Warehouse licenses. Federal license and a State License. Right now nobody argues the point
that under the state license warehouses, credit sales contracts have no protection, If the
Wimbelton Farmers Group prevails in the Supreme Court the result of that would be that farmers
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. Farmers
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 had the same protection as state licensed warehouses. That is the dilemma,

We are hoping that the Supreme Court will rule so we know where we are at. We are coming to
the end of the session and we don't have a rule from 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: That 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
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7~ HoaingDato 40303
- differenice in the word they used compared with the state license which is the word receipt |

holder.

That is kind of what the whole Supreme Court case is resting on. The problem, if the Supreme
Court finds in the Farmers Group favor is that then you have that inequality, The credit sales
contracts farmers who sell to Federally Licensed Elevators would have protection credit sales ;
contracts farmers who sell to state warehouses would not have protection when you create

The indemnity for both then it even makes the problem worse. No only would credit sales
contract farmers sell to Federally licensed elevator's have access to the trust fund but they would
also have access to the indemnity pool. We would kind of liked it if the Sunreme Court would

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

(/'\\ be safe then sorry. We would hate to have the bill pass as is and then a day or two after the
legislature 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
Licensed facility. With regard to bonding companies, the concern would be that bonding
companies if the trust fund is open to credit sales contracts, The farmers selling to Federally

licensed 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 farm

group attorneys because claimant is not defined therefore credit sales contracts holders are
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' " laimunts that are legally entitled to the trust fund, So by changing everything to receipt |
|

holders
| It would make definitive the legislatures intentions that the folks are to be covered by the
Trust fund and bonds are warehou:: s receipts.,
There is a plus and a minus to emergency clause. The plus would be if you don’t have it in
here
You are teking a chance. If there was another Wimbelton situation between now and August
First potentially you are back in the same trouble what we have right now. You also have
Potential that the supreme court decides 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 the 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, First, That is the plus side.
HB 1197 WAS AMENDED.,
VICE CHAIRMAN DID A ROLL CALL AND THEREWERE 6 YES AND 0 NO

'THE SENATE AMENDMENTS WERE ADOPTED THERE WERE 6 YES ANDO NO

CHAIRMAN POLLERT CLOSED ON HB 1197 :
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30137.0302 Prepared by the Legisiative Council staff for
Title.0500 RMM Pollert .
April 3, 2003 '

N Conference Committse Amendments to Engrossed HB 1197 - 04/03/2003

That the Senate recede from its amendments as priiited on page 984 of the House Journal and
pages 795 and 796 of the Senate Joumal and that Engrossed House Bill No. 1197 be amended
as :

Page 1, line 3, after the first comma insert "60-02.1-29," and after the second comma Insert
"60-02.1-31, 60-02.1-32, 60-02.1-33, and 60-02.1-34, subsection 3 of section
60-02.1-35, and sections 60-02,1-37,"

Page 1, after line 10, Insert:

“S8ECTION 2. AMENDMENT. Section 60-02.1-29 of the North Dakota Century
Code Is amended and reenacted as follows:

60-02.1-29. intment of commission. Upon the insolvency of any
liconsee, the commission shall to the district court of Burleigh County -Newth
Baketa for authority to take all action necessary to act as trustee of the trust fund
described g[\mm! saction 60-02but ngtaoml;g?n nmwe licensee as }he cc;urt M it

' e ng ys, or upon walver of notice in writinn

g; the licensee, the court shall hear and determine the application in a summary
manner. If the court detormines that the licensee Is insoivent within the meaning of this
chapter and that it would be in the best interests of the elaimarts rrcelptholders 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 commission's application, the court may issue ex parte a
temporary order to preserve or protect the assets of the trust fund until the court issiies

its order granting or denying the application.”

-
g i S

Page 1, line 14, remove “noncredit-ale® and overstrike *claimants® and insert imediately
thereafter "noncredit-sale receintholders"
| |
| !
| |
| |
|
|
]
|
U
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Conference Committes Amendments to Engrossed 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 reenacted as follows:

60-02.1-31. Joinder of surety ~ Deposit of proceeds. Each surety on the
insolvent licensee's bonds must be joined as a party to the insolvency proceeding. If it
is In the best interests of the elaimeants receiptholders, the court may order a surety to
deposit some or all of the penal sum of the bond into the trustee's trust account pending
determination of the surety's liabllity under the bond.

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

60-02.1-32. Notice to elalmante recelptholdere. 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 weeks in all daily newspapers in the state and may notify, by ordinary mail,
th anding receipts disclosed by the

licensee's records. The notice must require elalmeants gutstandin giptholders to file
thelr claims with the commission along with the recelpts or other evidence of the claims
rec1ulred by the commission. If a-elaimeant ah outstanding receiptholder fails to submit a
claim within forty-five days after the last publication of tita notice or a funger time set by

; the commission, the commission is relieved of further cluty in the administration of the

; insolvency on behalf of the elaimeant receiptholder and the eluwnant receiptholder may

i be barred from participation in the trust fund. Glalmants Cutstanding receiptholders are

j not parties to the Insolvency action unless admittea hy the court upon a motion for

- intervention.

SECTION 6. AMENDMENT. Section €0-02.1-33 of the North Dakota Century
Code is amended and reenacted as follows:

60-02.1-33. Remedy of eleimante receiptholcars. No elaimant receiptholder
has a separate claim for rellef upon any insolvent licensee's bond, nor for insurance, nor
against any person converting grain, nor against any other elaimant receiptholder,
except through the trustee, unless, upon demand of five or more elaianis
receiptholders, the commission fails or refuses to apply for its own appointment or
unless the district court denies the application. Previsiens-efthis This chapter de does
not prohibit any elaimant receiptholder, either individually or in conjunction with other
olaimante receiptholders, from pursuing concurrently any other remedy against the
person or propeny of the licensee.

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

i
)
¥
)
I
}
/

60-02.1-34. Commission to marshall trust assets. Upon its appointment, the
commission shall marshall 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 elalmants
receiptholders against the licensee's bonds, insurers of grain, any person who may
haw converted any grain, and any person who may have recelved preferential
treatment by being paid by the Insolvent licensee after the first default.

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

/ 3. Settle and compromise any action when it will be in the best interests of the
receiptholders.

2 of 4 30137.0302
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SECTION 9. AMENDMENT. Section 60-02.1-37 of the North Dakota Century
Code Is amended and reenacted as follows:

N 60-02.1-37. Report of trustee to court - Approval - Distribution.

1. Upon the receipt and evaluation of claims, the commission shall file with
the rourt a report showing the amount and validity of each claim after
recognizing relevemt:

a. btene Rolevant liens or pledges.

b. Aseignments Rglovant assignments.

¢, Deduetione Relevant deductions due to advances or offsets accrued
in favor of the licensee.

4: d. Incase of relevant cash claims 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.

2. The report rust also contain the proposed distribution of the trust fund

] assets, less expenses incurred by the commission in the administration of
! the insolvency. I the trust fund is Insufficient to redeem all claims in full,
the report should list the funds as prorated.

P F

d. 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. Copies of the :
report and notice of hearing must be served by the commission by certified /
-~ mait upon the licensee and the surety and by ordinary mall upon all
oo elaimants ns h ! it mm| .

Any aggrieved person having an objection 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 file
and serve ob'ections in the time set Is a waiver of the objection.

e e

[

5. Following the hearing, the court shall approve or modify the report and
s 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 "Act" with "¢chapter*
Page 3, line 27, remove "gection 1_of" and replace "Act" with *chapter”

N

! 3 of 4 30137.0302

e accurate reproductions of records o Amorican Nat
The micrographic images on this ﬁlm'lé‘mm.. The photographic process melt:g:gmm :gi:huotice, {t s duo to the quality of the

- {ar course o
.(‘:Nr;!;%::dt:";h‘i?r:lrmrofltm. Notice:r 1€ the filmed image shove is less

dociment being #1Lned. WN‘% J&&L%%“‘

4

Operator’s Bignuture

£§iming end \
delivered to Nodern Informet icn sv‘;‘xl'::ammn lm:?tuto g




o

s acrai R

it

Conference Commitiee Amendments to Engrossed HB 1197 - 04/03/2003
Page 4, line 16, replace “fifty" with "gighty*

Page 4, line 22, replace "Act" with "chapter" ,‘
Page 4, line 25, replace *Act* with “chapter* %

D

Conference Committes Amendments to Engrossed HB 1197 - 04/03/2003
Page 6, line 3, remove “saction 1 of* and replace *Act* with “chapter"
Renumber accordingly
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A~ REPORT OF CONFERENCE COMMITTEE
A (ACCEDE/RECEDE)

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

Your Conference Committee HOUSE AGRICULTURE COMMITTEE

For the Senate: For the House:

SENATOR ERBELE NS REPRESENTATIVE POLLERT\/&S

SENATOR URLACHER A/ % | REPRESENTATIVE UGLEM >§§_
SENATOR NICHOLS yéf REPRESENTATIVE MUELLER 7€

| recommends that the (SENATE/HOUSE) (ACCEDE to) (RECEDE from)
the (Senate/House) amendments on (SJ/@ page(s) 28 2 - ?9 5

and place on the Seventh order.

, adopt (further) amendments as follows, and place / / 77 on the
Sevcnth order:

9

[

v 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.

.2 6%
DATE: At
CARRIER: /ﬁf/;'p Y ERT
LCNO. of amendment 20/27 O LY &

LC NO. of engrossment

Emergency clause added or deleted

Statement of purpose of amendment
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REPORT OF CONFERENCE COMMITTEE (420) Module No: HR-60-6711
April 3, 2003 4:19 p.m.
Insert LC: 30137.0302

TN REPORY GFf :ONFERENCE COMMITTEE
| HB 1197, as engrossed: Yo.r conference committee (Sens. Erbele, Urlacher, Nichols and
Reps. Pollert, Uglem, Miier) racommends that the SENATE RECEDE from the

Senate amendments on HJ pages 984-985 and place HB 1197 on the Seventh order.

That the Senate recede from its amendments as printed on page 984 of the House Journal
and pages 795 and 796 of the Senate Journal and that Engrossed House Bill No. 1197 be

amended az follows:

Page 1, lins 3, aiter the first comma Iinsert “60-02.1-29," and after the second comma insert
“60-02.1-31, 60-02.1-32, 60-02.1-33, and 60-02.1-34, subsection 3 of section
60-02.1-35, and sectiuns 60-02.1-37,"

} Page 1, after line 10, insert:

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

60-02.1-29. Appointment of commission. Upon the Insolvency of an
licensee, the commission shall apply to the district court of Burleigh Countya-Nenz
Bakete 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 ehal
preseribe prescribes, but not exceeding twenty days, or upon walver of notice in writing
by the licensee, the court shall hear and determine tiie application 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 elaimante receiptholders that
A TN 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 ccurt.

Upon the filing of the commisslon's application, the court may issue ex parte a
temporary order to preserve or protect the assets of the trust fund until the court issues
its order granting or denying the application."

Page 1, line 14, remove "noncredit-sale” and overstrike “claimants® and insert immediately

thereafter "noncredit-sale receiptholders"
Page 2, after line 8, Insert:

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

60-02.1-31. Jolinder of surety - Deposit of proceeds. Each surety on the
insolvent licensee's bonds must be joined as a party to the insolvency proceeding. If it
is In the best interasts of the elaimeants receiptholders, the court may order a surety to
deposit some or all of the penal sum of the bond into the trustee's trust account

pending determination of the surety's liabllity under the bond.

SECTION 5. AMENDMENT. Section 60-02,1-32 of the North Dakota Century
Code Is amended and reenacted as follows:

60-02.1-32. Notice to elaimentereceiptholders. Upon its appoiniment, the
commission may take possession of relevant books and records of the licensee. The
N/ commission shall Publlsh a notice of its appointment once each week for two
consecutive weeks in all daily newspapers in the state and may notify, by ordinary mail,

Ider ing receipts disclosed by the

potential-olaimants
licensee's records. The notice must require elaimeants outstanding receiptholders to file
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N their claims with the commission along with the receipts or other evidence of the claims
required by the commission. If a-elaimant an oytstanding receiptholder fails to submit a
claim within forty-five days after the last publication of the notice or a longer time set by
Insciency on behallof he slament tocelntialdor anc the alimans ToCOIOMOE My
nsolvency on behalf o 1 r and the e 1 may
be barred from participation in the trust fund. Glaimante tan '
‘arte not garues to the insolvency action unless admitted by the court upon a motion for
ntervention.

SECTION 6. AMENDMENT. Section 60-02.1-33 of the North Dakota Century
Code is amended and reenacted as follows:

60-02.1-33. Remedy of elaimamteraceiptholders. No elaimant receiptholder
has a separate claim for relief upon any Insolvent licensee's bond, nor for insurance,
nor against any person converting grain, nor against any other elaimant receiptholder,
f except through the trustee, unless, upon demand of five or more
f olaireantereceiptholders, the commission fails or refuses to apply for its own
‘ appointment or unless the district court denles the application. Previeiene-of-thie This
chapter dedoes not prohibit any elaimant receiptholder, either indiviaually or in
conjunction with other elaimentsreceipthoiders, 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 Century
Code is amended and reenacted as follows:

o 60-02.1-34. Commission to marshall trust assets. Upon its appointment,

: B the commission shall marshall ail of the trust fund assets. The commission may

| | maintain suits in the name of the state of North Dakota for the benefit of all

* olalmantereceiptholders against the licensee's bonds, insurers of grain, any person

| who may have converted any grain, and any person who may have received
preferential treatment by being paid by the insolvent licensge 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 wiil be in the best interests of
the elaimants receiptholders.

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

60-02.1-37. Report of trustee to court - Approval - Distribution.

1.  Upon the recelpt and evaiuation of ciaims, the coinmission shall file with
the court a report showing the amount and valldity of each claim after
recognizing relevent:

4+ a. Lens Relevant liens or pledges.
b. Aeeignments Relevant assignments.

¢. Deduetions Relevant deductions due to advances or offsets accrued
in favor of the licensee.

~ 4: d. In case of relevant cash claims 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.
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The report must also contain the proposed distribution of the trust fund
assets, less expenses incurred br the commission in the administration of
the insolvency. If the trust fund Is insufficient to redeem ali claims in full,
the report should list the funds as prorated.

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. Copios of the
report and notice of hearing must be served by the commission by certified
mall upon the licensee ar|1di theﬁ surety and by ordl?ary mail upon all
elaimante persons having claims tiled with the commission.

Any aggrieved person having an objection to the commission's report shall
file the objection with the court and serve copies on the commission, the
licenses, and the surety at least ten days before the hearing. Fallure to file
and serve objections in the time set is a waiver of the objection.

Following the hearing, the court shall approve or madify 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.”

Page 3, linu 24, replace "Act" with "chapter*
Page 3, line 27, remove "section 1 of* and replace "Act" with "chapter*

N
"N-/

| Page 4, line 16, replace “fifty* with *eighty*

Page 4, line 22, replace "Act" with “chapter"

Page 4, line 25, replace "Act" with "chapter"

Page 5, line 3, remove "section 1 of* and replace *Act" with “chapter”

Renumber accordingly

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

Presented by: Jon Mielke, Executive Secretary
Public Service Commission

Before: House Agriculture Committee
Eugene Nicholas, Chairman

Date: January 23, 2003

TESTIMONY

Mr. Chairman and committre members, my name is Jon

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

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

The Commission supports this bill 3
I 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 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 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, |
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 involving #
state licensed grain warehouses and federally licensed warehouses 3
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 insoivency 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
transactions would be assessed against all contracts. Upon final
settlement, funds would be deducted from the vaiue 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.
The fund would be allowed to increase in size until it reached
~ $10 million. At that time, remittances would cease. They would not
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start again unless the fund's balance dropped below $5 million. All ‘;’X
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 $100,000.
Twelve states currently use indermnity funds to provide
protection to farmers in insolvency cases. In some states, they are
N 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.
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. We 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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»Minnesot
leader, €
maker
By Mikkel Pates
Agweek Staff Writer
: : S ey, Minn
W llnbledon Gram CO. ar gues gsz xgrgh?t%xgi?dog:h‘
insolvency while patrons worry _ Half
— S _ rows
By Mildcel Pates FIR T
Agweek Staff Writer ey %Z‘;‘i: of
IMBLEDON, N.D, — gnd has
Wimbledon (N.D.) “fe"
Grain Co. is techni- e i
catly insolvent, gres "f
at's a fact, sa hent od
officials of the U.S. %19 }}e
Department of Agri- v ‘ﬁ’e
culture's Farm Serv- 3 alley
ice Agency and the b“g:“"
North Dakota Public Service Commis- Gee
iion. Thciy meti wglh n&?rebtlh%n 223 e:sOX; .
ense patrons in the Wimbledon Com-
munity Hall Jan. 22 to discuss the is- gggiggmsg?ggelm
sue. )

Still, it's unclear what the insol- farmers who are gro
vency means for farmer-patrons, Of A“}‘{e'iif‘::n Cfggaflél‘
particular issue is how much they'll h ia i ‘}“" ) e"hP
fetceive otn mg; “detl'ﬁn}'fctlt’l' or x;rice- e 15 in close touc
ater contracts for which there is no
protection, B CAUTIOUS: See |

Gerald Hoggarth, an owner and pri-
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 his company is, in fact,
solvent — that everyone will be paid
in full, He didn't say when.

It was a repeat of a Jan. 4 letter
B WIMBLEDON: See Page 36 Calondar oo

Cash Graln............

Tl
» Wimbledon (N.D.) Grain Co. is owboy Logie ...,
owned by members of the Lust Wask 8 froa.
Hoggarth family and includes two Market WeeK .........
sitse — this 1.4 million-bushel ODINION verrerverrrenron
f 1 in Wimbledon, and a 0ather ..vevv o,
1. Jlion-bushel site in nearby Yo subscrily
Leal, N.D. The company is facing (8001 477 65
stiff competition from 110-car t "'1""”“ BS
shuttle loaders, such as a Peavey BN 4T
{ConAgra) site at nearby Ly O 12:
Jamestown, N.D., and a Benson- Advertising
Quinn site to be completed in R it L 47708
nearby Rogers, N.D. Mikkel Pates, Agweek staff | 701) 780 11
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Agric
livestock fead are al-

‘e law, The law gives the
authority to enact striot
livestock feed. Those

manufacture, storage

rod contalning cattle re-

/ officlals say the regula-

Testitying In favor of a

8, they say federal regu-

ot tho cattle industry, A
h Dakota Stookgrowers

it group has no qualms

s on the feed business,

and are flexible
lenbeck, Atfidavits
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! products must be

18 sell their cattle, the
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Minnesota Department
iting a one-day marketing
ers and processors Feb.
Ainn.) Civic Center, Fea-
slude Carrie Schnepf,

rth American Farmers' Di-
sxclation; Bob Chorney,

f Farmers' Market Onta-
pson of Cooperative De-
1. Attendees can choose
which runs from 9 am. to
‘orkshops are business
nall businesses, entertain-
armers' markets. Advance
1ble for $30 per person

. Registration at the door
it lunioh is not guaran-
~ww . state.mn.us/
o Minnesota Grown Pro-
5510.
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@ Bonds. These could cover shortfalls
but are “horribly expensive” for eleva-
tors to purchase. years ago, the
cost for bond coverage was estimated at 5
to 7 cents per bushel,

“It was pretty onerous, pretty tough,”
Mueller says of this option, “It was one
that I wasn't particularly interested in, as
a producer.”

W An escrow fund. This also was dis-
cussed by the Legislature. When a farmer
hand; over his grain on a deferred con-

",‘M'w
S -
N B .
' .

A More than 220 farmers

tract, say, in October, the elevator must
z)out some percentage — maybe 80 percent

100 percent — fund and can't be used
by the elevator to pay other bills,

“I think that'll be the approach used in
the next session,” Mueller says. “The Leg-
islature looked at all the options, looked
at how much problem it has had in the

and did it warrant scrutiny. At that
¢, I'll speculate they considered the
problem not that great. This situation
may cause them to rethink that.”

One of the major opponents of efforts
the last time around was the North Da.'

. I — T
M-..lim-?m.mn
R ees

nity Hall to hear how an insolvency will

kota Grain Dealers Association. o

Mikkel Pates, Agweek statt

Qlﬂltlbd Jln. ” .t “‘. mmb'.don IDI mmmu“
affect their accounts u’ium tt’:o elevator.

tems, on-farm processing equipment, on-
farm energy production, equipment for alter-
native weed and soil ma t, compost.
ing facllities and breeding livestook. Every fi-
nanced project will have a fixed Interest rate
of 6 percent, The loans will have a five-to-
seven year duration. Minnesota Agriculture
Commissioner Gene Hugoson says this pro-
gram allows farmers 1o meet consumer de-
mands and increase overalt profitability. In-
formation: Wayne Monsen at (651) 282-2261
or write Sustainable Agriculture Program,
Minnesota Department of Agriculture, 90 W,
Plato Boulevard, St, Paul, Minn. 55107,

aoa

North Dakota dairy cow
college scheduled

8 FARGO, N.D, — The North Dakota dairy
cow college will be held at sites across the
state Jan, 28 to Feb. 1, The programis a
shared effort of the Midwest Dairy Associa-
tion and the North Dakota State University

Extension Service. Meetings will open at 11
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Minct and Feb. 1 at the Eagles Ciub in
Jamestown. Information: NDSU Extension
Service In one of the counties hosting the
college or J.W, Schroeder at (701) 231-7663.
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St. Paul ethanol plant misses
noise standard

B ST. PAUL — Gopher State Ethanol in St.
Paul apparently has missed the first deadline
set by the city to reduce the nolse coming
from the West Seventh Street plant, the sub-
Ject of an ongoing lawsuit by neighbors, The
city and the company settled their part of the
sult late last month, when the ethano! plant
— one of three companles operating at the
old Schmidt brewery — agreed to step down
nolse and odor emissions, But attorney Mike
Unger, who represents a group of nearby

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

LB

residents, says the company hasn't complied

there was malfunctioning and sin
attended to, according to Lee. Hi
the facilities were in compliance !
gol dn:'l'idno "::troduoo noise levels

., an independent no
recommended by the oity, found

was otherwise meeting its ¢

pany

City attorney Eric Larson, who w!
settiement, also says he ls aware
sults from the noise testing but s
mature to say the plant was in vk
g\:o agreeemont. approved by the
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Lawmaker pushes for inv.

into unfair dairy imp

W WASHINGTON — Sen. Mark (
Minn., is calling on two key Cong
committees to push for an inves'
how unfair dairy imports are hurt
farmers in Minnesota and the res
country by pushing down alread
in a letter to Senate Finance Cor
Chairman Max Baucus, D-Mont.
Ways and Means Commities CF
Thomas, R-Calif., Dayton presse
mittees to petition the Intematio:
Commission to investigate the p
foreign producers who slightly a
dalry products to get around U.¢
tas, Currently, Dayton says, milk
centrate Is not subject to the sai
required of other dalry producte
porters have begun exploiting it
by blending previously process¢
teins, such as casein and whey,
dry mitk to boost its protein con
qualifies as MPC, he says. The s
dairy blends are being imported
market in ever-increasing amou
ing sales of domestic dairy proc
lowering prices for U.S. dairy fa
ton says that in the past six yea
ports have skyrocketed 600 pet
doubled from 1998 and 1999. L
Dayton [ntioduced a blli design
the loaphoie being exploited by
ducers by regulating MPC Imp¢
same manner all other dairy pr¢
are regulated, Dayton's dairy tr
Is being reviewed by the Senat:
Committee, would thus correct
trade law that Is contributing t¢
dalry prices in Minnesota and ¢
country,
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Administration delays ¢
complaint about Canac

&8 WASHINGTON — The Bush
has delayed a decislon on whe
trade tariffs against Canada or
American wheat farmers. U.S.
sentative Robert Zoellick was -
make an announcement Jan, ;
to side with North Dakota whe
their complaint against Canad
nitive actions, Howaver, Zoeill
it is postponing a dacision unt
| Zoellick says his office recent!
hundreds of pages of comme.
sues involved In the trade disg

L T T IE LIV R

Information Systems for microfiiming and
‘:\dtnmmthe American National Standards lmt:tu:o
than this Notfce, it {s due to the quality of the

alos

A

B



|
|
~‘

S

i et

of fimi
rde Ine
Lity of the

ational Stande
% due to the que

tems for mier

) mmw#uolnnmopmt o015 _ ofiy  mewaswequbing Asye; haxmzww W!.MH ]
e T L 55
pr T o m UORDOSSY $MOI0) SOUSD URGRION UBUNOT) ﬂmc.
OVi-ZZWL | voses ORI RM AN e 152
Dritice o . ” ﬁ!!m!-.. UOREDORSY ROPeY AULNeA ON adoy fomm
0IZL66Z- 102 90196 &u“ " e L
. — Weq pees ams ON| paeg, 2%
¥81.1-6¢Z-10. = . :
019G ofmj 0UN0) Useqros N
9528-895-102 20U8D) WG,
K

del ivered to Moda
anderde

this #1lm are accurate reprodustions of racords

The mtcrographic imeges on
were filﬂm the ragul

meets ot

i
B
§
:

,ga2ggggaigg§ggagggggggissEE@E
Pl L

T

1
i
§
:

2
)]

el

or course of business. The photographic process
offtm, NOTICE: 1If the filmed imege above is less legible than t

:g
i
|
|
§

glelegislels

R T R | A

HHHE

(ANS1) for archival micr
document being filmed,

|
|



Dakota
Ag Coalition

al interests "
North

ST

North Dakota
Ag Coalition
"Providing a unified voice on
behalf of North Dakorg

Dakoter
Ag Coalition

4007 State Street
Bismarck, ND sgsg3
701-355-4330

Ncrth

40

& 3 8
§¥,24ds
$ 85 %’33 4
.gw.t\lN. M§a
REESSES
Qu-°a°:;:§7§\§
| §eisEdies
2z 8§ &wbﬂgg ‘;
) o 8 P s ub I
! KE§S Ryt EE {
: ) §®é-ﬁ§%=°u
\ °¢§"’§ 3
N— ‘cg QEQQE(.; ‘

A

g s
AR m
W%W&L 3@9& rﬁ'ﬁ%ﬁ‘? {"K’JN«,; Mm 4)& “ i g i

ey gty _,-Sw“:'nu,' ek
PR RSSO 13 2 Ve o "3“"""""“:‘r1",‘
N I

S N SR Ry
N B R A e

leu of records dollmcd to Nodern Information Systems for nierof!ind
process medts stancerds of the Americen National Standerds Inet m

| The wicregraphtc {mags on this film uu acturate upr«lm
L were f1lusd-In the reguler course of business. The pho
NOYICE: 1t the mnd iuu m is less Legible than this Notice, 1t {s dus to the quality of the

_ CNIST) for archival microfilm.
document being ¢{imed.
‘i oo *&m%bgm%—h Halo
K Operator’s Signature Date



£

s )
N "
NS
e N ey 10 mommcm

0ee-sse-10L
e 3210 311 1085U00 Isedid Toquaiu

e 2urosoq uo jo uonijeoy) Jy woxeq
YUON J1 U0 UOHEULIOJH IO 10

~2rme(s1397 9 0) Surpassoad

33032q IMSS] UE JO STTEIDP TNO HI0M 0]
}OeqPal} pue wnio) uado ue Ijean se
113+ se sdnoid raqo o1 3duepodun jo
sansst redy 01 Ayumuoddo e sisqusw
saptaoid uonieo)) s ut uonedonmeg
"AJUnuImo? ammoude 31 Jo yduans
pue uoddns peoiq 2173 03 anp ssad01d
Sane}si3s) a1 wi sey drgszaquism

SR duINUL 343 ST “UONITEO)) A 0
3uiduoyaq jo sTeyueape 1591818 oy

'$$3003d 2AnESIS)
3 y3noxp ansst o ssaadoxd diey
0135¢[d xE) [jLm suonde reudordde
*dnysIquISIL S 21 WI0l UORAIP
SDALAIAI UONITRO) I VU “INSST
3 oo wa1ad g/ Jo MNoa Auofenr
e £q 33u3e 1SN SIIQUIIW NP “O0SS!
ue uo 12 10 yeads o) uonieo) 8y op
104 1senbas s 1aquisws oy 1e Sumyes
I0 Aue Ul PUR SUOISSIS IANE[SISI]
J1e1S eoye( quON > Suumnp
SGonEZINEZIO ISQUISW 10J ID10A PIGIUN
¢ se syeads uonieo)) 3y} -sowrod
S, JaqUISWI 30J Livwdns sanelsiBag
sonsmnd Se [[om Se SeIpi JO JomIoey
© S $94235 uonifeo) 3y oy

paeaday uonejsi3a] spuepom
SSOT-I9N-ON EI10)e(] YLION «

128png DN 21 Jo uoddng .
198pnq UOISTAIXF /oLy SV »
Burpuny wooisse)) oy u Sy .

pun; ysIeasas xey sed
31 pUE UOISU2IX] PUE YALISIY
amnoudy Jo preog NS o

:3Je UORI[EO)) 31} JO SISSIVONS
aaneysi89] 3sed jo sajdurexs awog

amynoude erodyeq YuoN Jo 3oadse
AK12A3 PAIYJE 9AEY Je1 SINss Jofew
3010013103 3 18 UI3q SEY BONI[ROD)
YL “ImelsI35] 3 W PIOIDI $SIIONS
udA01d B sey UORIEO) Y] "9010A

pagiun e quam sisuvm ammoude

ToNEQ YuON papracad sey uonieo)
BV QN 2 “s1894 7 v 30w 304

“uonifeo)) Y1 JC SINIANDE SSIWSNG
Kep-0)-Aep a3 WIA0T $301095

sdoxo mol pue sureld [Tews “YI03$9AH
o) woy sanwuasaidal e e [om

SE ‘UBULITEYD 3J1A PUE TEULITEYD PO
Ue J0 BunsIsucd preoq IANNIIXI TY

uoneo)
3v 341 uo uonerosse 1a81e] € Aq
panasaidal oq Apeaare J0u ISOIN o
000°1$ 30 $530%3 Ul 123pnq fenuue
ue JO sanp diys1aquat JAEH
SME[AQ UINLNA IATH -
Aunos L9490 mr dryszequatu
13JO pUE 2IMBU UI IPIMIILIS o «
e siawmaainbax
39y “sIaqum A Aq pauBrsop
232/ TIIYM “SME]-AQ S WOL G0}
195 SJUaWHINDII Y 399w ISNW IIQUIIM
goeq "suonezruedIo 1quam o)
3aA0 Jo pasudwmod st uonIeo) Sy agL

-amgyousy

BI0)e(] TUON 10§ NEWT}O SSIUIsng

93 34014 0} 35319) U1 VOO

® seq dnoad siq) ~ummon8e woyeq
QUON 103ge e sansst Suissarppe

Jo ssodmd sy1o9ds o3 30j ‘armnouse
U1 IS IJ9NP © [IM SUONRIDOSSE 30
/Pure santpowrmod o5109ds Sunuasaidas
SzonezIuE3io JO BONEISPI)
 s1u0n11ec) 8y ©oxeq QUON 941

T
£ -
- 7
. \'\

)
) AR ”‘lu‘l{ T AT
B s s

#1lm ere aceurate reproduc

STy

the micregraphic images
were £ilmed: (n the Fegu

e ;
Inetitute !"if

tems for microfilml
tional Stendards
due to the quality of the

Sys

con N

tion

red to Modern Informe
andards of the Amert

| 0Cess maete ot
 skeve 16 less Leol

fltm image

less legible

e

tions of records delive

togr

The

Lar course of business.
¢iim.  NOTICE: If the

on this

filmed.

archival miero

(ANSL) for
dotument being

L

Date

Operator’s Signature



ERGIIERIRERARPL IR PR 27 7 T N TR

|
|
4

122
e e — - TS
/7 . : &2
ﬁ {7y B TY
SNy ) S H
5
J .

T
n——
g . K
sk
Nodern Informat

2
s
33
¥ £
4
DIPUADCT RBmseary °3
uonoyRou Jeye SASp 0F | A1osupy By ay) 0F e uagu, ON i YR L
“uRad )0 Kionwop 30 SA%P 027 33
VIR PAASOR 8q J8N 30000 ‘Bunid PRLKIP Juaiied *m.
09880t ‘prd 300 3; ~SANEP-2u 10 ep JC AP sanaxide P SMIN1 preog TRV} ]
anudde §IR0g) 10 SARD 08 TRINAA 10 342D 091, Ungiw Butiem s dep OF LONEINON | “SINOWRE P SUNEP SMaas deg 96/11L JOSE SIA 10 MG Ni a2
POAGIIOR Syep Vg SAED 06-M | RSIISCA] A UORRIGAOL 100K SAED G5-UM m -
paraide aep wIc 48D (OC-49 €301 JO 8P woy SALP 06-40 wewied sascxide pue Jamngeds) -

peanxdde awp uxy sAep 0C-QO 2301 )0 SyEp Wway sALP 06-09 STEDIRA ‘SMAAS pRUEdR] ON A oS -5

{Kasnpap Teo

pegrIads 10N 00w umep Nep Sumogoy siep o PreOg WRIS) O SULED USIIA rped PISOg UKeIx) ONIVING =
VOISUID SUNRP Saaosdde JANSeAI] g m.m.”
(oyep Bartop) 301 30 MWD J0 2MAK | I pre 4sp 09 s1psecd ypw 2 Susop woy sAep 0O PUB M paeog amynouby 234000°0c8 e 30 e ek i
.gt.kwggggi sSuNer seandde TSN pINOoe Famisear) ﬁ m.t
TIRANOB Puncy Jeye siep 071 - 06 BUnoUOUID J0 SLUIT JO SURIOW G UM Py IS PUB SMIA1 UOISSIURKIOY) 30 0 SAsUAiXS voRERSRMUDE Aed *sax fFE|s HO L .W...m

FYO L

WO sRoRkuo) suosiaczd yuauiked segonduos) = .=
S OF UOISALINTS JO NP MY 1035 SABD ¥y Pouad 23u808 J0 LoRERGXS Fp WO XEak SO 0N URHVA LEBD UIRUAA %S 59, aF€es AN i -
swep Janseal) E 8 e
PERA 81 WP Mg 0Ye 348D 06 SHEPIRA pite smonas Jdag 0] aiT] m “zs &%
JuwAed o Mf
. V00U PO Saa0xdde P SMIADI PIROY Jamseas) - -
PISA PORIDCiDR S 1IN Jayge SAED 06 SINTOM RIS S BUN] NG WOS ST BUQ “SHIE § SUSEP SMONS Jdagy oN ang o s .
. saao1dde INSeBIY X nm“
S80S DIROG sE UOOS Sy PANOARS DZUIOHY IIYE SABD OZ1 PIeOg - SMDIAR JuduIRda() SOA e w N If.l
TEOWANG SoAGsI0E FE Mom

3 tnona pwog Louabe Janseas) Z T8
e )0 EAQAGE $AMO0G A JO TARD 06 LRI | 3unme) ¥ 10 £I90Q Aq peuysRgnd 3000u Joge 1K § Aq podey pue Suueay suserry ON bt Nt TR ak .
£ P 50 3000 2 2000 o R 7 E=3=
POROIPNEYE 31 HNSD JSPE BINYSS 1O AP WOz AP OZ1 JUNpe) )0 HEp 1Wox sAep 05 By 30 :deQ 01 390U uauAA onN FNeG | i » e
"Punl) A FISIRIDE e §s9o
o1 sasuAd@ pue Sa Aressaoau o o
W 204 POSD 9 LRD AdoUUd $nid =H s
FSAITA PINIIIE K “pund Amaiapu) paog . s
U M JRSUMLDE O] S3sUadxe ELr e . $
Asms3200u 3 203 SHdOUd A WOy ey em.\
PosN G UeD 289K BB B 11 00O'GSTS 2 8
O} 4N “WMOWITSN S1 JINOWTE IS = $¥=s
) PUE pUR; ML IVSHMBDE O] SISUIAND = N,r
238D tm sfep | UORENNIT 30} AISTIDIU Y 20} PISH IQ VLD ISITINN Rmseas) e m ©
Sarmepr 2em 2 T 201 11901 SAPD Aot kMO A IPUONIDDE 100 “LONEYNOU RE SAep 0g-0¢ JWRWLLDRD B UM DI SR poanmoe ay *pun Apuimapt) Appowwo?) - ans a1 Mﬁu M 0““
‘ AQOE IONVUNSHI QNN 3HL 1SNIVSY | ; T ED %' Ben
' NS O FIVID 30 INMAYd ¥04 (T 3WiL SWIVIO ONFIS HOS LM INEL | SWIVTD HSIIBYISA O1 MOH AVd 0L QO 1MIMISIAM E
b 4

{con=m31120 SY)

e
wte

MO0 40 ALVLS
AGALS ONNd IDNVENSNI NIYHD

oy

Operator’s Signature

document



u e woy Sorseyand SIHMEHP PUe LBLLISNOUIIRAR

$RINPOL LRI

§ UONCT) SISNOYIIEM DOSUION SIS & - UM

3

BUU0} I I3 IO (5 BoueT)
"SIURD Z SUBaqios et JO g1/ Wwon)

SIULES ) SAEPOUROD
T U0 [PUSNng J9d JUI0 U0 JO SPRUR-OM |

UORIU ¥$ 12 S puny pepUAdsNS

sAed J9map

~3MeS P JO MUY Ay} e Pros Appowwod
NG JO INNBA NG 30 ¥{ JO WPUB-AUD
RS JO KUR A I SIPPOUNIIGD

N0 BTOOUD Oym ISO JIOXY SHESUDN Iy

SISWEp PISUION [IPPYY JO UCHAIAND ON
{ONUOINOLAIEM P SIEIP) SHISUION LeeiB vy

tw E[E IS

SI00PaLd WIS

Tognn 9 Je SdolS

VO 9F - Wy
LONRY £3 - nusspy
-000°000'G$ 08 SdoXp
SRIMEG DBt STORDIMCD SHEISURS
i.@.goﬁﬂ«duu
VORRL £ SPFIAXI pury

1 Apnbe 20U0 dOIS SRFRUSSISSE |eTRWY

(984 Joysnq 13d 3771 Q) S30NP0Id 0 UO
ssed 01 390D eI sMoge 9p0D) sucisede
SENOURIEM PISUION J)EIS SERP LRI
Apmmenb peoq

01 WSS P SUIURNIT FE 0K INPeP $5aing
¥ UaSnoyasem “Aed $300nposd Um)

weill resaps; pue 18)S pue SR Kesb Ky

Faonpoxd 3np angea $5036 30 (SO0 H%L
10 SURT 3 " ABZDOWWICT, 0§ (e
Aopnms 01 psEInV) IES 15

® peyea 55015 30 (ZD0 1% Jo Sust om)

000°000°Z1$ Pue 000°000°0LS
USONEG PIUIASU 3q Of — WARLIXEYY

S - omannssoman | - OF 1330 goMiam | NN 34t M SAIVADILNVA O, |- 3% ao_lu.gn.:se

Wil 4#&%5

toms for mierofiim

AL

WA
Wt Wl

TERI PN i B 4 T L e 4 I T et g gl
sl iﬁ/.&»}g})’,“l, Ry Bt PSR DY S e

The e

3

v

| Standerds mi?

Natione

Sys

less legible than this Notice, 1t s due to the quality of the

tions of records delivered to Modern Information
the photographlc proce: 3 meets standerds of the American

filmed tmage ahove is

Operator’s signature

on this fitm are accurate

Wges

Iu\ ‘\"..:: o .
R &“L:“‘! e e o
. ..,',il.vx o Wik H ‘_.g‘."_‘;" P ANTE ., 2
ARG ey Ao AN IR S8 iyl T
o "‘7—""’1’; !ﬁél ;!i‘i?‘?ﬂ." ’/"‘ ' oy ('v“s'{)‘ RSN EEANA
Gt SR Ay s Al f Sl G A T i AR P S
A o S REATE O A i
.
L
: «
' ™o
o
.

fel
-(n the cogulear course of business.
) for archival microfilm. NOYICE: 1f the

were 41 innd-(n
document being f{lmed.

C(ANS]



Sidd il
BRA AR o A
o

(VPP R

Rk s iaieth AN AIAL Gk o e deokit b

A

%52 - aAop 06 1%08- sA2p 06-0C
IR “%001-000'GLS 151 JO SAEP OF ungm

E_

ONS B AWY] “FOENOS JO $3dK) p 10} 3
WP IR, UO AFPOURIKS 3 JO SNEA B (3)
‘Pawmys m watmpew SuisBiin ® p 20ud

PRI 2 () “SINGE] 1O NEP 331 I SOEA
9 {2) 10 323) BB $E PRSI 5,06 $HA

~26019A00 WNLDEW OU S1 23]
“Appor; pasuaon ouepy Ue 199 Suneap e Ty

o ]
| snowsad ses pyeA Ywm £200npaid pUs 10KS0C(Q RIOBIP UMD - %001 USRRSNOUIIEM LIRIS) 394 10U - 297y PADBUD M}
] SO Ul 3 Jo)m) 30ud
20NPOLe) ARPORRLIOD TS, %S -302 | 9521018 DOYa0Rsun ‘DEKEOR) OSNOLAIEM SUNBED JOUI0 I UO 465 908058 1O %00t 0861 "1 ssquisdes N1
PeBOG P00 PUs WBPNG DS YN ON-HM | S10I0001 SSNOLIEM SYES JO J6PIOY AUS-HM IS0 DENOGIEA SIS U0 %00L-OM, P5B1 - B
10 GYNS 10 PUR] ISSTY BN-00 %001 "S9A-0S Ao 2100npaid-do swewoeale aswynd VO %,001-dO 00021029 - Q9
axyrouly 10 eunredeq 3001 “$84-do $20180p Ul pesuRE-qo WP 30 %001-09 5661 - 2961 — 4O as
%06 - $330npo1] woue)
PIBOG DOSINOL IBLURELS LIS PRIBAOD JON Ao 390npold | ‘%408 - SHONPOIS BAOS *%58 - SWONPALd W07 Y961 saquades o!s.:o—
oy 10 preog oN EI0¥ROGRQ) - $30NPaid %00L - AJU0 3SN0LRIEM THEID 0061 35 )
B SOORIMAD SARBRIDe | JOURAIAY %08 - 000°01$ 171 %00i. buond 961 1< 30queceg
~PISOG VORSRMUOD) A0SVDY | MRSRI) %08 - 000018 I8 %001 - 384 | on) s8noyasm )¢ $IepKy 3 330npoid | padesp - vomesuen sqeked p sBeiors %001 01 £361 °3 APr uoRdeRod RO
; Rams Jeand UC LoRow JePE SOUER] 10 %08
mmunmdag | puns Ag %0@ o dn “Aeuns swnd Aq ‘sep, £200NPCiy Jaquy pue 3580 ‘Anep 160X SBHPOULLOS Fy wasad o) ¥81LH AN
AMPUGI |
g pue uonnad semoal vodn
PassssmLIpe RYBAG %08 “000°0ZL sabunuos - passweydan
eg-Peessd wNpusIB 3wl 5 38 | suogoesues umal predun ity “Ao 280npaid | 3283 Y1 3O %001 - JOIPARLISNOLAIEM LIS 394 10U-98/71 PORIRUS ] »m
Soms umiB pue 381E N %-gﬂiﬁvgg —
PISOE SURIIS WD) Lprguey %08 - 39, “9BRI0NS PINGIEISIN “PEKNON! PSNOURMA %001 - IWOBI SENLRIRM WBIS) y081 “Any | AR
~ 000°051$ 0 WNUDELD
2.0} 4 9,06 PEISACO SIS Iy “SIDR[UKD |
SHS (e - s20p80d3p) {Auo VRS PP 10 SIS W) 01 39,09 Hupngous
pIeys pessed armeysbe) ON enpard = S3000T) SIONSOdeN DU TS 0U-BLNE 09 SWeP {(aDe105) ¥ENOyAEM Ty SRISIS e n
" Q&/17Z PO SUOROBHO0 WrmLeid WORE8Id 3O PONFas 303 YaE “Paddes SEm 3 USR Q6717
280NPOo1d “GE/1IL 30 aupmymber 308 332 | 100 pip 3§ puny opa pred oym £AINPAXI VXD 908 = 38/nq IO %001 = 96mINS 0] 96-1-2 PAUEIS TUOEINEO?Y) N.
So.auwwuogus*ﬂ
OPSOAIP AP | “ISMAPO BInpE) 20 1ZARgm POS ¥ %008 |
oanod Apoq ‘wonodsod yedorngy 0000014 JO WNMLDML 03 %G0B - $BA PUS S0PI0Y INEORI SENOBIBM ‘LHIONOCIY < SINWOD UMID) - 4,001 UIWOSIOURIEM UIRID) Wesaxd 0} £961 ") Jenbny “a
[ POURILISIIP ! APpOuRS
B3 JO angaa U MOY OF 2 SusLIRNbE)

¢ {mages on

™he mle t
uere ﬂm“m

1 PIIS-Z1/Z MDY |
- ) {As0 pue) oyepy L) Auo 2AONPaIY {$30¥3000p LOUNOS J0U) 3FNPaAx] Jo SuNer) |  ANpPounNcO-ER/ZLZ MAEIeE] at
R T - SEReE T = - - S1INYNIVIO 030U041V ZOVHIADD . AINIOVY
NN 30 IEGNHSTIAVISA | Z03WIANOD SLIVALKOD HALY 300 {IOVHIAOD GICUOLV §10HM NONIXYN 3 GIHIADD SWIVTD 30 S3dAL IONILSDA SO HIDNT) ABNOLVINOIN
LT : e el
T o i

for wiaret! ning and
he cuality of the el

Stondards Ine

ft {s due to ¢t

to Modern Information Systems
American National

than this Notice,

endards of the

)
vered

medts ot
Legible

tions of records deld
fc process

. phot‘oc

n 16 ekove s less

ataph

Th

NOTICEs 1f the fil

are accurete

of business.

Operator’s Bignature

this #ilm

course

fval mierotiim,

-in the ragular
document being 1 Umet,

(MIS1) for areh



e e

1 01 § )0 oRm) FERded Sunpom *000'52S-
LRIONM Y0 - LG WISLLSYELS FEDURY DIMBIARI JO PEUDNY

oN

)
AN O SO U SSIUIING St 3 Ajuo pasnbay

oN

Puoq Aang 000°YS - Mo 05218 ¥5Z-\0m
Peanbes puoq ARNS-UMNSHS IBOURLY 0U-00
SPRIKIC “THIRIR HEI2-J5

on

oty Ampqsuodse) Sugsaw

Q30 %03 BURYg DU

00 S 10} WL 1O I8N 10 Bupuoq Amqrsuodsss
RRURS 160w 0) OGS Buscos 3=00) Uy 2

ON

UOHRL § 3A0QE NG .Jad ¥0)
~ Uos ¥ 03 dn Axoeded 30 ng sed ¥52-peanbal puoy
~Siesse o msmxide-peanbal tRIom 39U GO0°0SS VN

DO O LOMPPE I PUOY
Anq 0f pannbal 958 BALBSNOUYRINM "8 %

Ol WAL 1§
| 'POPOUSy DG UO peeeq \IGM IS *000 053 01 Bartearu
TUIOM JOU "L “RIISINTS IOUBUY JBAR NONE 1O MOINSY

N

ON

U 000'0CE-WIHNS BOLBLE DIMIAR] V4D BTUTY

oN

Aud you seop puny
Wym Asd 01 PEEN P PENBL IS SPUDY “98 5,

1OUSNG ¥SZ "URD-JI0M WU D00'SZS D - 005°LE3
0O 11'3381D 7} 01 1 OO JURLND “YPOM 1V 000°G LS

ZOSUZ I0Se L1929 166 85 =~ 35) ) 35U ueuse]RlS 1IE0UBOL PamaAal 10 Pappivy

ON

Paseand HeqEnn 20 XOedEs IOGES UC PaSEq
wewannba: euogpe snyd “ad4; asuaoy Uc SpUadap
000°0S$ O 000°01$ 1O JnuSANDE] YLIOM JOU LN

TONE o 2+ 000°006°C1S
- JONE) KBLND |11 “JUSIKITES [EOUBUl] JSAD] DIMMATY

96/L72 pEGAeDd puny

“PUOQ AT O Parbm It
SIITUID “MO0] O} ARIOLNE WY PIN0q “ON

ones Apnba o 1Gep 1 o1
£ LN § 0} 1 “YUOM 12U 000 0SS “WeLIINESS PaPphY

)

U 000'0SS - VdD 20 PISUAON “0HR3 | Of | Pasaa))

ON

.,r..m.,.m e CIVIONYNLL) SLNIRIUNOTY ONISNION

T~ AVISHLAGTDOVE NI IS |

)

J

el

tf

net
ty of the

1
Date

¢

Systems for microfsimi
National Stands

Notfce, it is due to the quel}

the American

lers legible than this

neets standerds of

oy

ocess

ecords del{vered to Modern Informetion

tions of r
filmed imege M’: is

%
tographic

pho

QQES‘S

NOTICE: I the

i . 0 -y i . - ‘ : ot . 3 ek R
B T R T A R B O I S BTV TEL BT e S b RS
DRI N4} PPN K Tt S IR TR SRR P T e BT T T VT PRIy R [ A SN PN £ S SL g v
o ""i’."’k “\\‘ R R ACONRR ,.’JV‘.A}_“:,Y S e e e fee T e AN { ¢

of business.

-

Operator’s Signaturs

\‘1_’

et

z
microfilm,

e,

BN
e

4o

Sl
137 SHITY {‘3\,“_‘;‘;‘/:7‘.-f B S
Lt AR R

wuou on this film are aceurate r

archival
being f1i

raguler course

fo §

;
il

‘The wf

4

here

L



.

PR
. P LY TR

§ jogebag

e A

A fn

¥/MN

YN

100271 £7Z1 J0 52 000098

JOOT/LSITY )0 S8 (CZ'2rs

ioozneet
PR OET1irs

§ls

]

Py e dheons

2861 03300
BIQEFRARLN DUNE 2AA U0 “ORY
TA6L TOUNS QU LST'9Y0S - UM
- 99°015°£8%-d9

2981 W £81°150°'L - UM
01SS9'¥SY'ES ~ 0O
1T 189'15€'28-39

LY
3 -go

ap—

I

"SNP M 3O,

000'00¥$

£065°6v9TS

ORly.

g

puoq 4Aq paseacd 933

WD 0} 000'S.L5°ZS X0uddy

UORIRU £ JO SSEIXD ]

0550 S8 1y

FHEONI “SSYm ) SIR. ™A

uonmnsa
Appoow smd $6°816°1¥2°18

0T206'¥11°98

LO/STIZ 10 9% 05

0

1O/GZIZ 10 38 SOV YRL 1S

IWVEZIZ P Se HIT

JO/RIZ 0 38 27y iGIS

y (&5 (¥

Agao 28220000 00l

i

TIEB5So1S

WITSLYZE

SLEN'610°TS

&

000'051$ O WamaE
w0t dn %08 “SHA

TIVEZIZ 10 78 ZLH29'525 28

<

k.8 SO0

2DQ°EEL TS

U £ 200np0sd 18 S92 PA

A8 g -- : »nnu:m,,oo,‘
TGINMO 20 §1

" OMAYH STV

T1°056'81yS - Appounuos
.. owmd
SHLAVER OL §135SY
30 JNFA0I3Y WVI0L

5 EE: . oNnaan

WO (V4 SRYTO Y101

TG S s

e e
RN AT

SERElIE D
f@i{(,‘% BRI .{s&\ \ rf, \)G’% A

S
bk

=)

;o
A

R

s

S

fe fme

ond
.

to the quelity of the

andards Inst

onal 8t

fon Systems for microf!imt

he American Nat{

it s due

Informet

this Notfce,

of ¢

[}

Less Legible than

8 meets st

tions of records delfiversd to Modern

sproduc

The photographie
he mu':: fn::hm is

o course of business,
oroffim, NOTICE: I ¢

788 on this f{(m are accurate r

- in the ¢
for archival mf
batng ftimed,

4l
)

The
Nere
ANSS

A

L

8)
Date

Operator’s Signature



N H.B. 1197

Presented by: Jon Mielke, Executive Secretary
Public Service Commission

Before: Senate Agriculture Committee
Tim Flakoll, Chairman
Date: March 7, 2003
§ \
| TESTIMONY

Mr. Chairman and committee members, my name is Jon
Mielke. I am the Public Service Commission's executive secretary. | S:
also serve as the director of the Commission’s Licensing Division.
The Commission supports this bill.

Four years ago, the Commission apporoached 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 uniess 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 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, |
will briefly walk through each section of the engrossed 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 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 2/10ths 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 until 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 biennlum. 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 check 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

J made to farmers.
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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 bill's sponsors to craft
the engrossed version of the bill 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, hon-indemnity fund assets are to be
available strictly for the benefit of noncredit-sale claimants. This bill
makes this change in N.D.C.C. 60-02.1-30 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 ray have.
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2N PROPOSED AMENDMENTS TO HOUSE BILL NO. 1197

Page 1, line 14, replace “cash sale” with “non-credit-sale”

Page 2, line 19, replace “cash sale and storage” with “non-credit-sale”

Page 3, line 12, replace “warehouseman” with “licensee”

Page 3, line 14, replace “warehouseman” with “licensee”

Page 3, line 24, replace “may" with “shall”

Page 3, line 29, replace “‘warehouse” with “a licensed warehouse or grain buyer”
Page 4, line 1, after “warehouse” insert “or a grain buver
,w/? Page 4, line 4, after “warehouse” insert “or a grain buyer”
Page 4, line 6, replace “warehouse’s” with “licensee’s”
Page 4, line 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
fifty”
Page 4, after line 31 insert “Revocation and suspension. The commission may ;
uspend or revoke the license of any licensee for cause upon notice and hearing |
for violation of any provision of this chapter. {2
j i
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i d _if the claim is bas losses resulting fro sale of grain to
hat is not licensed under chapter 60-02, chapter 60-02.1, or the Un

States Warehouse Act [7 U.S.C. 241-273].

Su on.__Amounts paid from the credit-sale contract indemnity fund in
satisfaction of any valid claim shall constitute a debt and obligation of the entity
against whom the claim was made. The commissio take action on beha
of the fund against such an entity to recover the amount of payment made
costs and attorney's fees incurred. Any recovery for reimbursement to the fund
shall include interest computed at the weight average prime rate charged by the
Bank of North Dakota. Upon payment of a claim from the credit-sale contra

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-based ¢ buyer. The provisions of this chapter also

apply to faclility-based grain buyerg as defined in _chapter 60-02.1 which are
licensed under the United States Warehouse Act [7 U.S.C. 241-273] but which
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Evan e T L

(\ March, 7 2003

Senale ag committee mombers:

I am & fourth generation farmer from Sutton, ND. in Griggs county. I farm 1160 acres which all but three
quarters I rent from my mother. I raised sunflowers and wheat on some of that ground of my mothers in
2001. T hauled the grain to Wimbledon Grain at Wimbledoa,ND. I sold my wheat,but did a credit sales
contract on my sunflowers, My mother did s credit sales contract on her sunflowees snd wheat. Her wheat
cootract was signed 20 Dec. 0 she got paid for that because it was loss than 30 days. We , however,
weren't 80 Jucky on the sunflowers. The elevator was declared insolvent and we have been trying to get our
money ever since. The bond does not cover us, and we have speat quite & bit of money on legal foes so far
% 0o avail. We lost approximately a quarter of our income from 2001, We can’t take that. Farming at its
best has not been very profitable the last 10 years, Most of us are one failed crop away from having to quit
and sell out. I'm $6 years old with a prior coronary, so my being sble to find another job if I have to quit is
next to impossible. I think we really need bill HB 1197 to protect any future credit sales or price later
contracts

Thank you, Greg Nelson
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cmnmo\km Excutive Assistant
NORTH DAKOTR  ESiEisns

Ph; 701.238-4184, Fax: 701-236-1008

118 Broadwey, 808 Black Bidg., Fargo, NO 68102

' LARRY PHILLIPS, Salely & Health Direcior
GRN” MRLGRQ Ph: 701-281-9112, Fax: 70.1-81-170
, PO. Box 5088, Jamestown, ND 58402-5085
STU LETCHER, Safely Specialiat
AgQOCIhTD” Ph: 701-543-3110, Fax: 701-543-4183
P.O. Box 72, Hatton, NO 88240

HB 1197 TESTIMONY
North Dakota Grain Dealers Association
Senate Ag Committee —~ March 7, 2003

Mr. Chairman 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. I'd 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 some elevators, and only on some

contracts, and only up to a limited amount.

Back in the 1999 session we talked about requiring bonding on credit sales contracts,
Bonding companies said they wouldn’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
accounting world in the past couple years, the desire and capacity of surety companies to write
more financial guarantee bonds has declined.

The only credit sales coverage I'm aware of is that Cenex Harvest States has one $10
million bond over its entire system to cover only the deferred payment 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 anticipation
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 $10 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 $10
million systemwide, under the theory that there won’t be multiple losses at the same time. My
understanding is that CHS s 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 1197 is 2/10ths 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 that of all credit sales there are about 50% 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 $100,000 cap has been resolved with the increase to $250,000. Thank you.

R rds del {vered to Kodern Information Systems for wicrofiiming and
The micrographic {mages on tais film are accurate reproductions of reco U o O e ar 2an :nyt.iml or Meres lno:?tuto ]

were 1ilmed In the Lar course of business. The photographic process mests st
(ANSI) for nrchivnlmromn. NOTICE: 1If the ﬂl:‘d Ing?hahove fs less legible than this Notice, {t is due to the quality of the

document being f1lwed.
" S Haloz

Operator’s Signature 7 T Date




L

Y

RESOLUTION ON CREDIT SALE INDEMNITY FUND
North Dakota Grain Dealers Association Convention
January 21, 2003 - Bismarck

Whereas: . Credit sale contracts are important tools for farmers for tax purposes and
marketing, and

Whereas: Farmers and communities can be substantially negatively affected by a grain
elevator/buyer insolvency resuiting in the inability to cover all contracts, and

Whereas: 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

Whereas: The fund proposed to be entirely self-funded by all credit sale contract
holders, and

Whereas: Grain elevator/buyer involvement is limited to collecting the assessment on
credit sales, similar to a commodity promotion checkoff, and

Whereas: HB 1197 appears to be fairly drafted as is, with the question of the payment
cap of $100,000,

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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Exhbet ) :

T~ Testimony for HB 1197

Chairman Holmberg and Senate Appropriations Members. For the record 1 am Rep. Phil Mueller of
District 24 which is part of Barnes and Ransom Counties.

HB 1197 is about the establishment of a grain indemnity fund for the protection of credit sales
patrons of grain elevators in ND.

The basics of the bill provide for an assessment of the grain credit sales contracts in the amount of 2 i
tenths of a percent of the value of the credit sale contract value. It puts the assessment into a BND ]
indemnity fund that will be administered by the Public Service Commission. In the event of an ‘5
: elevator insolvency, that fund may be used to pay credit sale contract holders who currently have no

| protection under the law when an clevator becomes insolvent. The fund has a cap of 10 million doliars

at which time the assessment goes away and kicks back in when the fund drops blow 5 miltion dollars.

| Those who use the credit sales system, either deferred or delayed price contracts, for grain sales

? represent about 50% of the farmer grain trade in ND. It is estimated that credit sales will only

increase as the grain trade increasingly gears up for fast tunover of grain. The elevator bonding

requirement currently covers stored and cash sales in the event of an insolvency. Credit sales have no 5
such protection. !

I will not devote more time to the mechanics of the bill, others here can do that better than 1. I would
TN like to impress upon you the need for such protection for the grain producers of ND. I and about 150
| other farmer friends and neighbors have recently been through an elevator insolvency in my home
o town of Wimbledon. We are not through the process yet. Some issues regarding the insolvency are in
the ND Supreme Court now and are still being deliberated in the Federal Court in Fargo. Lawyers and
court proceedings are extremely expensive and in too many cases not very rewarding.

The small commmumity in which I live is currently short about one million dollars due to the lost
income of those farmers involved in credit sales with the Wimbledon Elevator. That has had a huge
negative impact on our community. The implement dealer, the grocery store, the Cenex station, the
chemical and fertilizer business and most everyone in our community has suffered financially. I have
visited a number of my neighbors who may be forced off their farm because of the problem caused by
not getting peid. One of my neighbor farmers did quit in the past month certainly due in part to what
his family lost because there was no protection for credit sales.

This is not an isolated situation in ND. There have been 21 insolvency cases in the past 20 years.

This bill provides protection for credit sales farmers in North Dekota and is paid for by those farmers.
Those who do not use credit sales are not affected. It is unlikely that I will ever againt avolved in
the kinds of difficulties brought about by me local elevator’s insolvency. But the problem will surface
again somewhere in ND. If this bill is enacted, those farmers will be extremely grateful that we passed
HB 1197, Please give 1197 a Do Pass.

Thank you for your time and attention.
T I will stand for questions if there are any.
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TESTIMONY
SENATE AG COMMITTEE - HB 1197
REPRESENTATIVE EARL RENNERFELDT
MARCH 7, 20003

I'm Representative Earl Rennerfeldt from District 1 in Williston. I'm here

today to oppose HB 1197.

This bill will hurt the credit sales customers. | 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.

~ As a customer under this bill, | would go from 100% coverage to only 80%

coverage, with a maximum coverage of $250,000. A customer could lose
much more than 20% 6f 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

assessmént. 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 peridd of time. This Credit-Sale Contract Indemnity

Fund with $10 million would not be enough to cover the losses.
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TESTIMONY
SENATE AG COMMITTEE - HB 1197
REPRESENTATIVE EARL RENNERFELDT
MARCH 7, 20003

~

Another bad point in this bill is that a customer coild 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 business with.

| ask for a DO NOT pass on HB 1197.
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