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An Act relating to grain dealers and warehouses, by providing
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Section 1. Section 542.1, subsection 3, Code Supplement
1985 is amended to read as follows:

3. "Grain dealer® means a person who buys during any
calendar month five hundred bushels of grain or more from the
producers of the grain for purposes of resale, milling, or
processing. However, "grain dealer" does not include a
producer of grain who is buying grain for the producer's own
use as seed or feed; a person solely engaged in buying grain
future contracts on the board of trade; a person who purchases
grain only for sale in a registered feed; a person engaged in
the business of selling agricultural seeds regulated by
chapter 199; a person buying grain only as a farm manager; an
executor, administrator, trustee, guardian, or conservator of
an estate; a bargaining agent as defined in section 542A.1; a
person whose grain dealing facilities are not principally
stationary; or a custom livestock feeder.

Sec. 2. Section 542.1, Code Supplement 1985, is amended by
adding the following new subsection:

NEW SUBSECTION. 7. "Seller" means a person who sells
grain which the person has produced or caused to be produced

to a licensed grain dealer, and includes a person who executes
a credit sale contract as a seller.

Sec. 3. Section 542.3, subsections 4, 5, and 7, Code
Supplement 1985, is amended to read as follows:

4. In order to receive and retain a class 1 license the
following conditions must be satisfied:

a. %he A grain dealer who does not engage in credit-sale

contracts shall have and maintain a net worth of at least
fifty thousand dollars, or maintain a deficiency bond or an
irrevocable letter of credit in the amount of two thousand

dollars for each one thousand dollars or fraction thereof of
net worth deficiency. A grain dealer who does engage in

credit-sales contracts shall have and maintain a net worth of

at least one hundred thousand dcllars, or maintain a

deficiency bond or irrevocable letter of credit in the amount
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of two thousand dollars for each one thousand dollars or

fraction thereof of net worth deficiency. However, a person
shall not be licensed as a class 1 grain dealer if the person
has a net worth of less than twenty-Zive thousand dollars. A

bond-submitted-for-purposes-of-this-paragraph-shati-be-in
addition-to-any-bond-otherwise-required-under-this-chapters
b. The grain dealer shall submit, as required by the
commission, a financial statement that 1s accompanied by an
unqualified opinion based upon an audit performed by a
certified public accountant licensed in this state. However,
the commission may accept a qualification in an opinion that
is unavoidable by any audit procedure that is permitted under
generally accepted accounting principles. An opinion that is
gualified because of a limited audit procedure or because the
scope of an audit is limited shall not be accepted by the
commission. %Phe-grain-deaier-may-etect;-however;-to-sabmit-a
financitati-statement-satisfying-the-requirements-of-subseceten
s-paragraph-ib;%-in-treu-of-the-auvdited-£financtai-statement
apecified-in-this-paragraph;-and-+fé-a-grain-dealer-makes-this
etectton-the-commission-shali-cause-the-gratn-deater-to-be
rnspected-not-less-than-twice-during-each-twetve-month-periods
but-noet-more-than-£five-times-in-a-twenty-four-menth-perred
without-good-causes-tn-the-manner-provided-in-section-542:9<
c. Fhe A grain dealer who does not engage in credit-sale

contracts shall have and maintain current assets equal to at
least ninety percent of current liabilities or provide a
deficiency bond or an irrevocable letter of credit under the

following conditions:

(1) A grain dealer with current assets equal to at least
forty-five percent of current liabilities may provide a
deficiency bond or an irrevocable letter of credit of two
thousand dollars for each one thousand dollars or fraction of

one thousand dollars of current assets that the grain dealer
1s lacking to meet the minimum requirement. However, the bond

or irrevocable letter of credit shall not be used for longer
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than six consecutive months in a twelve-month period. .
{(2) A grain dealer with current assets equal to less than

forty-five percent of current liabilities may provide a

deficiency bond or an irrevocable letter ¢f credit of two

thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer
is lacking to meet the minimum requirement. However, the bond
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or irrevocable letter of credit shall not be used for longer

than thirty consecutive days in a twelve-month periocd.
d. A grain dealer who does engage in credit-sale contracts

shall have and maintain current assets equal to at least one

? hundred percent of current liabilities or provide a deficiency

bond or an irrevocable letter of credit under the following

conditions:

(L} A grain dealer with current assets equal to at least

fifty percent of current liabilities may provide a deficiency

bond or irrevocable letter of credit of two thousand dellars
for each one thousand dollars or fraction of one thousand .
dollars of current assets that the grain dealer is lacking to

meet the minimum requirement. The deficiency bond or

irrevocable letter of credit shall not be used for longer than

six consecutlive months in a twelve-month period.

{2) A grain dealer with current assets equal to less than

fifty percent of current liabilities may provide a deficiency

bond or an irrevocable letter of credit of two thousand

dollars for each one thousand dollars or fraction of one

thousand dollars of current assets that the grain dealer is

lacking to meet the net worth requirement. However, the

deficiency bond or irrevocable letter of credit shall not be

used for ionger than thirty consecutive days in a twelve-month

period.
A-bond-aubmitted-for-purposes-of-this-paragraph-shaii-be-in

addttion-to-any-otner-bond-permitted-or-regquired-under-this
chapters
5. In order to receive and retain a class 2 license the .
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following conditions must be satisfied:

a. The grain dealer shall have and maintain a net worth of
at least twenty-five thousand dollars, or maintain a
deficiency bond or an irrevocable letter of credit in the
amount of two thousand doliars for each one thousand dollars

or fraction thereof of net deficiency. However, a person
shall not be licensed as a class 2 grain dealer if the person
has a net worth of less than ten thousand dollars. A-bend
Submitted-for-purpeses-of-this-paragraph-shati-be-in-addition
to-any-bond-otherwise-required-under-chis-chapters

b. The grain dealer shall submit, as required by the
commission, a financial statement that is accompanied by the
report-of an unqualified opinion based upon an audit performed
by a certified public accountant licensed in this state that

13~based-upon-a-review-performed-by-the-certified-pubizre
accountant. However, the commission may accept a
qualification in an opinion that is unavoidable by any audit
procedure that is permitted under generally accepted

accounting principles. An opinion that is qualified because
of a limited audit procedure or because the scope of an audit
is limited shall not be accepted by the commission.

c. The grain dealer shall have and maintain current assets

equal to at least ninety percent of current liabilities or
provide a deficiency bond or an irrevocable letter of credit

under the following conditions:

(1) A grain dealer with current assets equal to at least
forty-five percent of current liabilities may provide a
deficiency bond or an irrevocable leitter of credit of two
thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer

is lacking to meet the minimum requirement. However, the bond
or irrevocable letter of credit shall not be used for longer

than six consecutive months in a twelve-month period.
{2) A grain dealer with current assets equal to less than
forty-five percent of current liabilities may provide a
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deficiency bond or an irrevocable letter of credit of two
thousand dollars for each one thousand dollars or fraction of

one thousand dollars of current assets that the grain dealer

is lacking to meet the minimum requirement. However, the bond
or irrevocable letter of credit shall not be used for longer
than thirty consecutive days in a twelve-month period.
A-bond-submiteed-for-purposes-of-thrs-paragraph-shati-be-tn
additron-to~any-other-bond-permitted-or-regqurred-under—this

chapters
7. a. When the net worth or current ratio of a licensee in

good standing is less than that required by this section, the
grain dealer shall correct the deficiency or file the
necessary-addrttonat a deficiency bond or an irrevocable
letter of credit within thirty days of written notice by the

commission. Unless the deficiency is corrected or the
addttionat deficiency bond or irrevocable letter of credit is
filed within thirty days, the grain dealer license shall be

suspended.
b. If the commission finds that the welfare of grain

producers requires emergency action, and incorporates a
finding to that effect in its order, immediate suspension of
the a license may be ordered notwithstanding the thirty-day
period otherwise allowed by paragraph "a" of-this-subsection.

Sec. 4. Section 542.4, Code 1985, 1s amended by striking
the section and inserting in lieu thereof the following:

542.4 PARTICIPATION IN INDEMNITY FUND REQUIRED.

A person licensed to operate as a grain dealer under this
chapter shall participate in and comply with the grain
depositors and sellers indemnity fund provided in chapter
543A.

Sec. 5. Section 542.9, unnumbered paragraph 1, Code 1985,
is amended to read as follows:

The commission may inspect the premises used by any grain
dealer in the conduct of the dealer's business at any time,
and the books, accounts, records, and papers of every grain
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dealer which pertain to grain purchases are subject to
inspection by the commission during ordinary business hours.
The commission shall cause the business premises and books,
accounts, records, and papers of every grailn dealer to be
inspected not less than once during each twelve-month period,
but not more than three four times in a twenty-four month
period without good cause. Howaver;-tf-a-etass-i-grain-deaier
etects-te-submit-the-unaudited-£financrat-statement-under
section~542-3y-subsection-47-paragraph-2b;-che-commrsston
shati-cause-the-qrain-deater-to-be-itnspected-not-teas-than
twice-during-each-tweive-month-pertod;-but-not-more-than-£five
times-in-a-tweanty-feur-month-peried-without-good-causes The
transporter of grain in transit shall possess bills of lading
or other documents covering the grain, and shall present them
to any law enforcement officer or to a person designated as an
enforcement officer under section 542.13 on demand. 1If there
is good cause to believe that a person is engaged without a
license in the business of a grain dealer in this state, the
commission may inspect the books, papers, and records of the
person which pertain to grain purchases.

Sec. 6. Section 542.10, unnumbered paragraph 2, Code 1985,
is amended to read as follows:

The commission may revoke a grain dealer's license upon
information without hearing if a grain dealer fails te-have
suffretent-bond-on-£ite-with-the-commissren;-or-if-a-gra:n
deater-faxrts to submit to inspection.

Sec. 7. Section 542.12, Code 1985, is amended to read as
follows:

542.12 CLAIMS -- NOTICE.

Upon revocation, termination, or cancellation of a grain
dealer license, any claim for the purchase price of grain
against the grain dealer shall be made in writing and filed
with the grain dealer and with the surety-on-the-grain-deaier
bond issuer of a deficiency bond or of an irrevocable letter
of credit and with the commission within one hundred twenty
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days after revocation, termination, or cancellation. Failure
to make this timely claim shaiti-retteve relieves the surety
issuer and the grain depositors and sellers indemnity fund
provided in chapter 543A of all obligations to the claimant.
However;-this-section-shati-not-be-construed-to-reduce-beiow
the-face-amount-of-the-bond-then-in-effect-the-aggregate
irabitrty~of-the-surety-to-other-ciaimantss

Upon revocation of a grain dealer license, the commission
shall cause notice of sueh the revocation to be published once
each week for two consecutive weeks in a newspaper of general
circulation within the state of Iowa and in a newspaper of
general circulation within the county of the grain dealer's
principal place of business when that dealer's principal place
of business is located in the state of Iowa. The notice shall
state the name and address of the grain dealery and the
effective date of revocationy;-and-the-name-and-address-of-the
surety-on-the-grain-dester-bond. The notice shall also state
that any claims against the grain dealer shall be made in
writing and sent by ordinary mail or delivered personally
within one hundred twenty days after revocation to the grain
dealer, and-the-surety-on-the-grain-dealer-bend to the issuer
of a deficiency bond or of an irrevocable letter of credit,
and to the commission, and the notice shall state that the
failure to make a timely claim does not relieve the grain

dealer from liability to the claimant.
Sec. 8. Section 542.18, subsection 2, Code 1985, is

amended to read as follows:

2. As a condition of the granting of a license under this
section, the applicant shall file with the commission a bond
payable to the state of Iowa with a corporate surety approved
by the commission in & penal sum of twenty-five thousand
dollars per license, conditioned that the grain seller owns or
controis, free of liens, any grain offered for sale.
€anceitation-of~bends A bond issued by a surety under this

section shall meet-the-requirements-of-section-542:4 not be
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canceled by the surety before at least ninety days' notice by

certified mail to the commission and the bonded grain seller.
The liability of a surety on any bond under this section shall
not accumulate for each successive license period during which

the bond is in force.
Sec. 9, Section 542.19, subsection 2, Code 1985, is

amended to read as follows:
2. If a co-operative agreement is in effect under this

section, the bending indemnification requirements of this

chapter may be satisfied by:

a. Filing with the commission evidence of a bond or an
irrevocable letter of credit on file with a state or of
participation in an indemnity fund in a state with which Iowa
has a co-operative agreement as provided for by this section.

b. Sueh-bend Indemnification proceeds shall be co-payable
to the state of Iowa for the benefit of sellers of grain under

this chapter in-fowa.
es--Phe-bond-shati-be-in-an-amount-at-ieast-egquat-to-the
amounta-required-by-thirs-chapter;-provided;-however;-that-any
bond-required-under-this-chapter-for-any-£inancral-deficiency
shati-be-in-addition-~to-the-bond-posted-in-any-other-states
Any-bond Indemnification proceeds required by this chapter
may be made co-payable tc any state with whom this state has
entered into contracts or agreements as authorized by this
section, for the benefit of sellers of grain in that state.
Sec., 10. Section 543.2, Code 1985, is amended to read as

follows:
543.2 DUTIES AND POWERS OF THE COMMISSION.

The commission may exercise general supervision over the
storage, warehousing, classifying according to grade or
otherwise, weighing, and certification of agricultural
products. The commission may inspect or cause to be inspected
any warehouse. Inspections may be made at times and for
purposes as the commission determines. The commission shall

cause every licensed warehouse and its contents to be

-8
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inspected once in every twelve-month periody-provided-that-+f
a-cigss-l-warehouse-operstor-etects-to-aubmit-the-unaudtted
financtat-statement-under-sectiron-543-67-subsectton-45
paragraph-tbri-the-commisston-shati-caunse-the-warehouse-ta-be
tnapected-twice-in-every-tweitve-month-perrod. The commission
may require the filing of reports relating to a warehouse or
its operation. If upon inspection a deficiency is found to
exist as to the quantity or quality of agricultural products
9 stored, as indicated on the warehouse operator's books and

10 records according to official grain standards, the commission

W ~ B W K

11 may require an employee of the commission to remain at the

12 licensed warehouse and supervise all operations involving

13 agricultural products stored there under this chapter until
14 the deficiency is corrected, The charge for the cost of

15 maintaining an employee of the commission at a warehouse to
16 supervise the correction of a deficiency is one hundred fifty
17 dollars per day.

i8 PARAGRAPH DIVIDED. The commission may make available to
12 the United States government, or any of its agencies,

20 inciuding the commodity credit corporation, the results of

21 inspections made and inspection reports submitted to it by

22 employees of the commission, upon payment to it of charges as
23 determined by the commission, but the charges shall not be

4 less than the actual cost of services rendered, as determined
25 by the commission. Tne comuission may enter intc ccntracts
and agreements for such purpose and shall keep a reccrd of aill

xS
@)

. |

money thus received. All such monev shall be paid over toc the

treasurer of state as miscellaneous receipts. The cemmission

by B )

may classify any warehouse in accordance with its suitability

for the storage ¢f agricultural producis and shall specify in

(V3]

any license issued for the operation of any & warehcuse the

L)

oniy type or types and the guantity of agricultural preducts

wnich may be exelustvery stored in the warehouse. The

B oW R O WO e

commission may prescribe, within the limitations of this

L L2

[#4]

cnapter, the dutles of licensed warshcuse operators with
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respect to the care of and responsibility for the contents of
licensed warehouses. Grain grades shall be determined under
the official grain standards. The commissicn may from time to
time publish data in connection with the administration of
this chapter as may be of public interest. The commission
shall administer this chapter.

Sec. 11, Section 543.3, subsection 3, Code 1985, is
amended to read as follows:

3. When a petition is filed by the commission under
subsection 1 the clerk of court shall set a date for hearing
on the commission's proposed plan of disposition at a time not
less than ten nor more than fifteen days after the date the
petition is filed. Copies of the petition, the notice of
hearing, and the commission's plan of disposition shall be
served upon the licensee and upon the surety-company-issuing
the-ticenseels jssuer of a deficiency bond or of an

irrevocable letter of credit pursuant to section 543.6 in the

manner required for service of an original notice. A delay in
effecting service upon the licensee or surety-shaii issuer is
not be cause for denying the appointment of a receiver and
shalt 1s not be grounds for invalidating any action or
proceeding in connection therew:ith with the appointment.

Sec. 12. Section 543.4, subsections 1, 2, 4, 6, and 7,
Code 1985, are amended tc read as follows:

1. When the commissicn is appointed as receiver under this
chapter the surety-em-the issuer of a deficiency bond or of
the-ticensee an irrevocable letter of credit pursuant to
section 543.6 shall be joined as a party defendant by the
commission. If required by the court, the surety issuer shall

pay the bend indemnification proceeds or so much thereof as

the court finds necessary into the court, and when so paid the
surety lssuer shall be absolutely discharged from any further
liability under the bond or irrevocable letter of credit to

the extent of the payment.
2. When appointed as receiver under this chapter the
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commission is authorized to give notice in the manner .
specified by the court to persons holding warehouse receipts

or other evidence of deposit issued by the licensee to file

their claims within one hundred twenty days after the date of
appointment. Failure to timely file a claim shall defeat the

claim with respect to the surety-bend issuer of a deficiency

bond or of an irrevocable letter of credit, grain depositors

and sellers indemnity fund created in chapter 543A, and any

commodities or proceeds from the sale of commodities, except

to the extent of any excess commodities or proceeds of sale

remaining after all timely claims are paid in full.

4. The plan of disposition, as approved by the court,
shall provide for the distribution of the stored commodities,
or the proceeds from the sale of commodities, or the proceeds
from any insurance policy, er-surety deficiency bond, er-any
combination-thereaf or irrevocable letter of credit, less

receivership, plus the proceeds from the grain depositors and
sellers indemnity fund in a amount determined pursuant to
section 543A.3 to depositors em-a-pro-rata-basia as their
interests are determined. Distribution shall be without
regard to any setoff, counterclaim, or storage lien or charge.
6. The commission shaii-be 1s entitled to reimbursement
out of commodities or proceeds held in receivership for all
expenses incurred as court costs or in handling and disposing
of stored commodities, and for all other costs directly
attributable to the receivership. The right of reimbursement
of the commission shati-be is prior to any claims against the
commodities or proceeds of sales thereef of commodities, and
shati-constttute constitutes a claim against the-surety a

expenses incurred by the commission in connection with the .

deficiency bond eof-the-iteensee or irrevocable letter of

credit.
7. *n-the-event If the approved plan of disposition
requires the-saie-of-cemmeditiesy-or-the a distribution of .

cash proceeds from-the-surety-bond;-er-beth, the commission
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shall submit to the court a proposed plan of distribution of
those proceeds. Upon sueh notice and hearing as may-be
required by the court, the court shall accept or modify the
proposed plan. When the plan is approved by the court and
executed by the commission, the commission shall be discharged
and the receivership terminated.

Sec. 13. Section 543.5, unnumbered paragraph 1, Code 1985,
is amended to read as follows:

The commission shall from-time-to-time-make-such adopt
rules as it may-deem deems necessary for the efficient
administration of the-provisiens-of this chapter, and may et
tt3-drecretton designate an employee or officer of the
commission to act for the commission in any details connected
with sueh administration, including the issuance of licenses
and approval of warehouse deficiency bonds or irrevocable
letters of credit in the name of the commission, but not

including matters requiring a public hearing or suspension or
revocation of licenses.

Sec. 14. Section 543.6, subsections 4 and 5, Code 1985,
are amended to read as fc¢llows:

4. In order to receive and retain a class 1 license, the
following conditions must be satisfied:

a. The warehouse operator shall have and maintain a net
worth of at least £ifty-thousand-doiiars twenty cents per
bushel of warehouse capacity, or maintain a deficiency bond or
an irrevocable letter of credit in the amount of two thousand
dollars for each one thousand dollars or fraction thereof of
net worth deficiency. However, a person shall not be licensed

as a class 1 warehouse operator if the person has a net worth
of less than twenty-five thousand dollars. A-bond-submitted
for-purposes-of-this-paragraph-shaii-be-in-additron-to-any
bend-otherwrse-required-under-this-chapters

b. The warehouse operator shall submit, as required by the
commission, a financial statement that is accompanied by an
ungualified opinion based upon an audit performed by a
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certified public accountant licensed in this state. However,
the commission may accept a qualification in an opinion that
1s unavoidable by any audit procedure that is permitted under
generally accepted accounting principles. An opinion that is
qualified because of a limited audit procedure or because the
scope of an audit is limited shall not be accepted by the
commission. ¢Yhe-warehouse-operater—may-etect;-however;-—ts
submit-a-financrat-statement-satisfying-the-reguirements-of

9 subsection-S;-paragraph-4b;U-in-lien-of-the-aundited-financial

W~ NS W N

10 statement-apeeified-in-this-paragraph;-and-zxf-a-warehouoe

11 eperator-makes-thia-eiectiton-the-commissron-shati-eause-the

12 warehouse-operator-to-be-rnspected-twice-during-each-twetve-
13 month-perrad-in-the-manner-provided-rn-section-543:2+~

14 5. In order to receive and maintain a class 2 license, the
15 following conditions must be satisfied:

16 a. The warehouse operator shall have and maintain a net

17 worth of at least twenty-five-thonsand-dolttars twenty cents

18 per bushel of warehouse capacity, or maintain a deficiency

19 bond or _an irrevocable letter of credit in the amount of two
20 thousand dollars for each one thousand dollars or fraction

21 thereof of net worth deficiency. However, a person shall not
22 be licensed as a class 2 warehouse operator if the person has
23 a net worth of less than ten thousand dollars. A-bend

24 submitted-for-purposes-of-this-paragraph-shaiti-be-in-additien
25 te-any-bend-otherwise-regquired-under-thias-chapters

26 b. The warehouse operator shall! submit, as required by the
27 commission, a financial statement that is accompanied by the
28 report-of an unqualified opinion based upon an audit performed
25 by a certified public accountant licensed in this state that
30 is-based-upoen-a-review-performed-by-the-certified-pubtiec

31 aceeuntant. However, the commission may accept a

32 gualification in an opinion that is unavoidable by any audit

33 procedure that is permitted under generally accepted
34 accounting principles. An opinion that is gqualified because

35 of a limited audit procedure or because the scope of an audit

_13_
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is limited shall not be accepted by the commission,
Sec. 15. Section 543.11, unnumbered paragraph 1, Code

1985, is amended to read as follows:

When the commission determines that a-bond-filed-unmder-this
chapter-and-appreved-by-the-commisston;-is7-or-has-beconme;
tnsuffrerent-to-secure-the-farchfuni-performance-of-the
ebligatrons-of-the-iicensed-warehouse-eperators-or-when-the
commission-determines-that insurance is not fully provided as
required under section 543.15, it may require the licensed
warehouse operator tc provide additional bend-eor-additionatl
evidence of insurance coverage so that the bond-and insurance
eonform conforms with the requirements of this chapter. If
additional 1lnsurance is not provided within £ive thirty days
after receipt by the licensee of notice by certified mail, the
license of the warehouse operator concerned shall be
automatically suspended, 1If additional insurance is not filed
within another ten days, the warehouse license shall be
automatically revoked, if-additronat-bond-is-not-previded
wrthin-thirty-days-after-recetving-notices-the-warehounae
t++cenzse-shaii-be-suspendeds~—-if-add+tionat-bond-ts-—net-£fited
within-ten-days-fotrltowing-suspensieny-the-warehouse-ticense
shati-be-automaticatrty-revekeds When a license is 8o revoked,
the commission shall notify each holder of an cutstanding
warehouse receipt and all known persons who have grain
retained in open storage of the revocation. The commission
shall further notify each receipt holder and all known persons
who have grain retained in open storage that the grain must be
removed from the warehouse not later than the thirtieth day
following the revocation., The notice shall be sent by
ordinary mail aent to the last known address of each person
having grain 1n storage as provided in this section.

Sec. 16. Section 543.11, unnumbered paragraph 2, Code
1985, is amended by striking the paragraph and inserting in
lieu thereof the following:

If the commission determines that the net worth of a
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licensed warehouse operator is not in compliance with the
requirements of section 543.6, the commission shall issue a
notice to the warehouse operator and shall suspend the
warehouse operator's license if the warehouse operator does
not provide evidence of compliance within sixty days of the
issuance of the notice. The commission shall inspect the
warehouse at the end of the sixty-day periocd. If evidence of
compliance is not provided within ninety days of the issuance
of the notice, the commission shall revoke the warehouse
operator's license, and shall again inspect the warehouse. If
a license is revoked, the commission shall give notice of the
revocation to each holder of an cutstanding warehouse receipt
and to all known persons who have grain retained i1n open
storage. The revocation notice shall state that the grain
must be removed from the warehouse not later than the
thirtieth day after the issuance of the revocation notice.
The revocation notice shall be sent by ordinary mail to the
last known address of each person having grain in storage as
provided in this section. The commission shall conduct a
final inspection of the warehouse at the end of the thirty-day
period following the issuance of the revocation notice.

Sec. 17. Section 543.12, Code 1985, is amended by striking
the section and inserting in lieu thereof the following: -

543.12 PARTICIPATION IN FUND REQUIRED.

A person licensed to operate a warehouse under this chapter
shall participate in and comply with the grain depositors and
sellers indemnity fund provided in chapter 543A.

Sec. 18. Section 543.13, subsections 1 and 3, Code 1985,
are amended by striking the subsections and inserting in lieu
thereof the following:

1. A bond or letter of credit on nonbulk grain shall not
be canceled by the issuer on less than one hundred twenty
days' notice by certified mail to the commission and the
principal.

3. When the commission receives notice from an issuer that
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it has canceled the bond or irrevocable letter on nonbulk
grain of a warehouse operator, the commission shall
auvtematically suspend the warehouse operator's authorization
to store or accept for storage nonbulk grain if a new bond or
irrevocable letter of credit 1s not received by the commission
within sixty days of the issuance of the notice of
cancellation. The commission shall conduct an inspection of
the licensee's warehouse immediately at the end of the sixty
day period. 1If a new bond or irrevocable letter of credit is
not provided within ninety days of the issuance of the notice
of cancellation, the commission shall revoke the warehouse
operator's authorization to store or accept for storage
nonbulk grain. The commission shall conduct a further
inspection of the licensee's warehouse after the ninety-day
period. When an authorization to store or accept for storage
nonbulk grain is revoked, tne commission shall give notice of
the revocation to all known persons who have nonbulk grain in
storage, and shall notify them that the nonbulk grain must be
removed from the warehouse not later than one hundred twenty
days after the issuance of the notice of cancellation. The
revocation notice shall be sent by ordinary mail to the last
known address of each person having nonbulk grain in storage.
The commission shall cause a final inspection of the
licensee's warehouse after the end of the one hundred twenty
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25 day periodg.
26 Sec. 19. Section $43.14, Code 1985, is amended to read as
27 follows:
28 543.14 ACPION-ON-BONB NOTICE -- CLAIM.

Foa 29 Any A person injured by the breach of anmy an obligation of
30 a warehouse operator, for the performance of which a

o8
—

deficiency bond or an irrevocable letter of credit has been
given under any of the provisions of this chapter, may sue on
such the deficiency bond or irrevocable letter of credit in
the person's own name in any a court of competent jurisdiction
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to recover any damages the person may-have has sustained by
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reason of sueh the breach.

Upon revocation, termination, or cancellation of a
warehouse license, any a claim against the warehouse operator
arising under this chapter shall be made in writing with the
warehouse operator, and with the surety-on-the-warehouse
issuer of a deficiency bond or of an irrevocable letter of
credit, and with the commission within one hundred twenty days

after revocation, termination, or cancellation. Faillure to
make a timely claim shati-~reiteve relieves the surety issuer
and the grain depositors and sellers indemnity fund provided
in chapter 543A of all obligations to the claimanty-hewevers;
this-secetiton-shaii-noet-be~construed-to-reduce-the-aggregate
tiabitity-of-the-aurery-to-other-claimanta-betow-the-face
amount-of-the-bond-then—-itn-effect. Upon revocation of a
warehouse license, the commission shall cause notice of sueh
the revocation tc be published once each week for two

consecutive weeks in a newspaper of general circulation in
each of the counties in which the licensee maintains a
business location and in a newspaper of general circulation
within the state. The notice shall state the name and address

- of the warehouse operatory and the effective date of

revocationy-and-the-name-and-address-of-the-aurety-on-the
warehouse-bond. The notice shall also state that any claims
against the warehouse operator shall be made in writing and
sent by ordinary mall to the warehouse operator, and to the
surety-on-the-warehouse-bend issuer of a deficiency bond or of
an irrevocable letter of credit, and to the commission within
one hundred twenty days after revocation, and the notice shall
state that the failure to make a timely claim does not relieve
the warehouse operator from liability to the claimant. %he

previastons-of-thts This paragrapn shat® does not apply if a
receiver is appointed as provided in this chapter pursuant to
a petition which is filed by the commission prior to the
expiration of one hundred twenty days after revocation,

termination, or cancellation of the license.
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Sec. 20. Section 543.15, unnumbered paragraph 1, Code
1985, is amended to read as follows:

All agricultural products in storage in a licensed
warehousey-or-a-wareheuse-operated-under-temporary-—permit-as
provided-in-this-echaptery; and all agricultural products which
have been deposited temporarily in a licensed warehouse
pending storage or for purposes other than storage, shall be
kept fully insured by the warehouse operator for the current
value of such the agricultural products against loss by fire,
inherent explosion, or windstorm. Sueh The insurance shall be
carried in an insurance company or companies authorized to do
business in this state, and evidence of sueh insurance
coverage in a form to be approved by the commission shall be
filed with the commission. No insurance policy shall be
canceled by the insurance company on less than frfeeen sixty
days' notice by certified mail to the commission and the
principal unless sueh the policy is being replaced with
another policy and evidence of the new policy 1s filed with
the commission at the time of cancellation of the policy on
file. Sueh The insurance shall be provided by, and carried in
the name of, the warehouse operator. Claimants against such
the insurance shaii have precedence in the following order:

Sec. 21. Section 543.17, subsection 4, Code 1885, 1is
amended to read as follows:

4. All bulk grain whether open storage or having been
placed on warehouse receipt shali-be is covered by the
wvarehouse-operatoris-bond-as-requrred-under-the-provrsions-of
thia-chapter grain depositors and sellers indemnity fund

created in chapter 543A.
Sec., 22, Section 543.34, Code 1985, is amended to read as

follows:
543.34 USE-SFP-PERM~UAOCNDED-WAREHEGHSEY DISPLAY OF LICENSE.

Hpon-the-£fitling7-with-the-apprevai-by-the-commisstroens;-of-a

bondr-in-compiiance-with-this-chapter;-for-the-conduet-ofé-a

warehouses-such-warehouse-may-be-destrgnated-as-tpbonded¥-but-no
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warehouse-shalti-be-designated-as-thondedi-and-no-name-or
description-conveying-the-impressien-that-it-+s-so-bondeds
shati-be-used;-uniess-a-bond;-as-previded-for-in-section
543:313;-has-been-approeved-by-the-cemmiasion-and-its-uncanceied
and-en-fite-with-the-commission; ner-unteas-the-itreense-tasued
under-this-chapter-for-the-conduct-of-such-warehouse-remains
in-effects Every warehouse operator's license issued under
the-provisiona-of this chapter shall be conspicuously
displayed in the office of the warehouse for the operation of
which the license has been issued.

Sec. 23, Section 543.39, subsection 2, Code 1985, is
amended to read as follows:

2. At-sueh-time-as When the warehouse operator may-begin
begins to use the additional facilities described in this
section, the operator must furnish-addittonat-bend-gcceptabie

to-the-commisston have sufficient net worth under 543.6 or

provide a deficiency bond or an irrevocable letter of credit

to cover the increase in the operator's gross capacity.
Sec. 24, NEW SECTION. 543A.1 DEFINITIONS.

1. "Commission" means the Iowa state commerce commission.

2. "Depositor" means a person who deposits grain in a
warehouse for storage, handling, or shipment, or who is the
owner or legal holder of an outstanding warehouse receipt, or
who is lawfully entitled to possession of the grain.

3. "Fund" means the grain depositors and sellers
indemnification fund created in section 543A.3.

4. "Grain" means wheat, corn, ocats, barley, rye, flaxseed,
field peas, soybeans, grain sorghums, spelt, and similar
agricultural products, as defined in the Grain Standards Act,
which are not contained in sacks.

5. "Licensed grain dealer" means a person who has obtained
a license to engage in the business of a grain dealer pursuant
to section 542.3.

6. "Licensed warehouse operator" means the same as in

section 543.1.
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7. "Seller" means a person who sells grain which the
person has produced or caused to be produced to a licensed
grain dealer, and includes a person who executes a credit sale
contract as a seller.

Sec. 25. NEW SECTION. S543A.2 PERSONS PARTICIPATING IN
FUND.

All licensed grain dealers and licensed warehouse operators
shall participate in the fund. In addition, a grain warehouse
licensed under the United States Warehouse Act, 7 U.S.C. 241,
may participate in the fund and be subject to this chapter if
a cooperative agreement exists both between the federal agency
and the commission and between the federal licensee and the

commission. The agreement between the commission and the
federal licensee shall be ratified each year the federal
licensee elects to participate in the fund. A participating
federally licensed grain warehouse shall meet the minimum net
worth requirements of section 543.6.

Sec. 26. NEW SECTION. 543A.3 GRAIN DEPOSITORS AND

SELLERS INDEMNITY FUND.
1, The grain depositors and sellers indemnity fund is

created in the state treasury. The general fund of the state
is not liable for claims presented against the grain
depositors and sellers indemnity fund under section 543A4.4.
The fund consists of a per-bushel fee remitted by licensed
grain dealers, licensed warehouse operators, and participating
federally licensed grain warehouses under this section, sums
collected by the commission by legal action on behalf of the
fund, and property or securities acquired through the use of
moneys 1n the fund. The moneys collected under this section
and deposited in the fund shall be used exclusively to
indemnify depositors and sellers as provided in section
543A.5.

2. All licensed grain dealers and licensed warehouse
operators shall remit the fee determined by tne commission in

accordance with section 543A.4 on:
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a. All grain delivered to them by depositors or sellers
for storage, sale, or exchange.

b. All grain that is being stored by licensed warehouse
operators or participating federally licensed grain warehouses
who own the grain solely, jointly, or in common with others
and who are issuing a receipt for the grain.

3. All licensed graln dealers, licensed warehouse
operators, and participating federally licensed grain
warehouses shall account for and remit moneys under subsection
2 to the commission in the manner and using the forms
prescribed by the commission.

4. All disbursements from the fund shall be paid by the
treasurer of state pursuant to vouchers authorized by the
commission.

5. All interest earned by the fees collected under this
section shall be collected by the treasurer of state and
deposited in the fund and may be used to the extent necessary
to pay the administrative costs of this chapter.

Sec. 27. NEW SECTION. 543A.4 ADJUSTMENTS TC FEE.

1. The commission shall review annually the debits of and

credits to the grain depositors and sellers indemnity fund
created in section 543A.3 and shall make any adjustments in
the fee required under that section that are necessary to
maintain the fund within the limits established under this
section. Not later than the first day of March of each year,
the commission shall determine the proposed amount cf the fee
based on the expected volume of grain on which the fee is to
be collected and that 1s likely to be handled under this
chapter. The commission shall make any changes in the
previous year's fee in accordance with chapter 17A. The fee
shall become effective on the following first day of July.
The fee shall not exceed one half of one cent per bushel on
all grain on which the fee is to be paid. Until adjusted or
walved by the commission pursuant to this section, the fee

shail be one-~half cent per bushel.
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2. 1f, at the end of any fiscal year, the assets of the
fund exceed eight million dollars, less any encumbered
balances or pending or unsettled claims, the fee required
under section 543A.3, subsection 2, shall be waived. However,
the commission shall reinstate the fee if the assets of the
fund, less any unencumbered balances or pending or unsettled
claims, are six million dollars or less.

Sec. 28. NEW SECTION. 543A.5 CLAIMS AGAINST FUND.

1. when a depositor or seller has made a demand for
settlement of an obligation concerning grain on which a fee
was required to be remitted under section 543A.3 and the
licensed grain dealer or licensed warehouse operator has
failed to honor the demand, the depositor or seller, after
providing the commission with evidence of the demand and the
dishonoring of the demand, may file a claim with the com-
mission for indemnification of damages from the grain
depositors and sellers indemnity fund to be measured as

follows:

a. The commission shall establish the dollar value of the
loss incurred by a depositor holding a warehouse receipt or a
scale weight ticket for grain that the depositor delivered to
the licensed warehouse operator, and by a seller who has
delivered grain sold on a credit-sale contract to a licensed
grain dealer. The value shall be based on the average fair
market price being paid to producers by the threc licensed
grain dealers nearest the warehouse operator or grain dealer
for the grain on the earlier of the date of license suspension
or the date on which the commission received notice that the
receipt, scale weight ticket, or credit-sale contract was
dishonored by the licensed warehouse operator or licensed
grain dealer. All depositors filing claims under this section
shall be bound by the value determined by the commission.

b. The dollar value of the loss incurred by a seller who
has sold grain or delivered grain for sale or exchange or for

solicitation or negotiation for sale and who is a creditor of
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the licensed grain dealer for all or part of the value of the .
grain shall be based on the amount stated on the obligation on
the date of the sale.

2. The grain depositors and sellers indemnity fund is
liable to a depositor or seller for moneys that the depositor
or seller has not recovered through other legal and equitable
remedies for eighty percent of the loss, as determined under
subsection 1. The aggregate amount recovered by a depositor
or seller under all remedies shall not exceed eighty percent
of the value of the loss. If the moneys recovered by a
depositor or seller under all remedies exceed eighty percent
of the value of the loss, the depositor or seller shall
reimburse the fund in the amount that exceeds eighty percent
of the value of the loss.

3. The commission shall determine the validity of all
claims presented against the fund. A claim filed under this
section for losses on grain other than grain stored in a
warehouse operated by a licensed warehouse operator is not .
valid unless the seller has made a demand for settlement of
the obligation within twelve months after the grain is priced
or delivered for sale, whichever occurs later except that if
the notice provided in section 542.12 has been given, the
seller must make the demand for settlement of the obligation
within the one hundred twenty day period. A depositor or
seller whose claim has been refused by the commission may
appeal the refusal to either the district court of Polk county
or the district court of the county in which the depositor or
seller resides. The commission shall provide for payment from
the fund to a depositor or seller whose claim has been found
to be valid.

4. If at any time the fund does not contain sufficient
assets to pay valid claims, the commission shall hold those
claims for payment until the fund again contains sufficient
assets, Claims against the fund shall be paid in the order in
which they are fcund to be valid. However, no claims shall be .
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paid before the fund initially reaches one million dollars.

5. If a depositor or seller files an action for legal or
equitable remedies in a state or federal court having
jurisdiction in those matters that includes a claim against
grain upon which the depositor or seller may file a claim
against the fund at a later date, the depositor or seller
shall also file with the commission a copy of the action filed
with the court. In the event of payment of a loss under this
section, the commission shall be subrogated to the extent of
the amount of any payments to all rights, powers, privileges,
and remedies of the depositor or seller against any person
regarding the loss. The depositor or seller shall render all
necessary assistance to aid the commission in securing the
rights granted in this section., No action or claim initiated
by a depositor or seller and pending at the time of payment
from the fund shall be compromised or settled without the
consent of the commission.

Sec. 29, NEW SECTION. 543A.6 NO OBLIGATION OF STATE.

This chapter does not imply any guarantee or obligaticn on
the part of the state of Iowa, or any of its agencies,

employees, or officials, either elective or appointive, in

respect of any agreement or undertaking to which this chapter
relates.

Sec. 30. A person who buys during any calendar month five
hundred bushels of grain or more from the producers of the
grain for purposes of resale, milling, or processing, and
whose grain dealing facilities are not principally stationary,
shall comply with the laws relating to class 2 grain dealers
on January 1, 1986.

Sec. 3l. Licensed grain dealers and licensed warehouse
operators shall maintain a bond in an amount as required by
the law in effect on January 1, 1986, or an irrevocable letter
of credit in the amount of the bond, until the grain dealer or
warehouse operator has qualified for a license under the
license requirements specified in this Act. The license of a
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grain dealer or warehouse operator who has received notice of
the cancellation of the required bond shall not be revoked 1if
prior to revocation, the licensee satisfies the license
requirements of this Act or, if the licensee is in compliance
with the license requirements in effect on January 1, 1986,
the licensee provides an irrevocable letter of credit in the
amount of the bond to the commission. However, all licensed
grain dealers and licensed warehouse operators shall satisfy
the license requirements of this Act on or by June 30, 1986.
Failure to meet the requirements by that date shall result in
the revocation or nonrenewal of their license.

Sec. 32. Notwithstanding the provisions of section 543A.5,
the indemnity fund is liable for claims which arise after the
effective date of this Act but before July 1, 1986 only if the
claim is against a licensed grain dealer or licensed warehouse
operation who has complied with section 31 of this Act by
maintaining the bond or irrevocable letter of credit, by
qualifying for a license under the requirements imposed by
this Act, or by providing the irrevocable letter of credit and
meeting the January 1, 1986 license requirements. For claims
arising on or after July 1, 1986, the indemnity fund is liable
for claims against grain dealers or warehouse operators who
have satisfied the licensing requirements of this Act or
against a participating federally licensed grain warehouse who
has satisfied 543A.2.

Sec. 33. This Act, being deemed of immediate importance,
takes effect from and after its publication in the
Marshalltown Times-Republican, a newspaper published in
Marshalltown, Iowa, and in The Belle Plaine Union, a newspaper
published in Belle Plaine, Iowa.

EXPLANATION

This bill creates a grain depositors and sellers indemnity
fund and revises the existing chapters for licensure of grain
dealers and warehouse operators to be consistent with the
fund.
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References to the bonds permitted to make up a deficiency
in the net worth are clarified to refer to "deficiency bonds",
to differentiate them from the bonds which are no longer
required, An irrevocable letter of credit is also added as an
alternative to the deficiency bond. References to the bonds
previously required for licensure are stricken. For purposes
of licensing, a report of a certified public accountant based
upon a review performed by the accountant may no longer be
substituted for the financial statement and unqualified
opinion based upon an audit performed by a certified public
accountant. For grain dealers, net worth requirements for
those engaged in credit-sale contracts are increased over
those who do not engage in credit-sale contracts.

Participation in the indemnity fund is required for
licensure in place of bond requirements.

The commission is permitted to inspect the business of a
grain dealer up to four times in twelve months, rather than
three times.

Sections 7, 12, and 19 provide that depositors or sellers
shall be given notice of a license revocation which includes a
statement that claim must be made upon the fund within one
hundred twenty days.

Section 8 retains bonding language and bond cancellation
provisions for bonded grain sellers.

Section 14 requires a minimum net worth of twenty cents per
bushel of warehouse capacity, rather than a straight fifty
thousand dollar requirement.

Section 17 provides for separate treatment of nonbulk
grain.

Section 24 sets cut the definitions for the new chapter.

Section 25 allows for federal participation.

Section 26 creates the grain depositors and sellers
indemnity fund. It provides that licensed grain dealers and
licensed warehouse operators shall remit a fee on all grain

delivered to them by depositors or sellers for storage, sale,
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or exchange. Warehouse operators must pay the assessment on

grain they own themselves.

Section 27 sets the fee at no more than one-half cent a
bushel, with adjustments to be made annually by the
commission. Until modified or waived, the fee is one-half
cent. The fund is capped at eight million dollars, with
reinstatement of the fee if the fund falls below six million

1
2
3
4
5
6
7
8

dollars.

Section 28 specifies the procedure for making claims on the
fund, and provides that a depositor's or seller’'s loss is
compensated at eighty percent of the loss. The commission is
subrogated to the rights and remedies of a depositor or seller
who receives payment from the fund. A seller i1s regquired to
make demand for settlement on the grain dealer within twelve
months after the grain 1is priced or delivered for sale in
order to maintain a claim against the fund.

Section 29 specifies that the obligations of the indemnity
fund are not the obligations of the state. .

Section 30, together with section 1, removes truckers from
licensure as grain dealers and, therefore, out of the fund.
Truck dealers would be required to be licensed and bonded
under existing grain dealer provisions.

Section 31 requires that during the interim period between
the effective date of this Act and the relicensure of grain
dealers and warehouse operators under the new raquirements,
including their payment into the fund, the grain dealers and
sellers shall maintain their bonds. It also allows licensees
who have not been revoked prior to the effective date of this
Act to retain their licenses if they meet current license
requirements and provide a letter of credit to the commission.

Section 32 specifies that persons who comply with section
31 are covered by the fund after the effective date.

Section 33 provides for an effective date upon publication.

LSB 8114S 71
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FILE 2116

in compliance with a written request received February 5, 1986, 3 fiscal note for SENATE

is hereby submitted pursuant to Joint Rule . 17. Data used in developing this

fiscal note are available from the Legisiative Fiscai Bureau 1o members of the Llegisiature
uQon request. :

SENATE FILE 2116 creates a grain depositors and sellers indemnity fund and revises the
existing chapters for licensure of grain dealers and warehouse operators to be consistent

with the fund.

ASSUMPTIONS

Note:

1. The annual indemnity fund receipts are estimated as follows:

Ave. Production % Sold Grain Sold or in Storage
(millions of bushais) {millions of bushels)
Corn: 16753 X .55 = 866.4
Beans: 3015 % .99 = 2985
Oats. 57.8 X 33 = 181
Wheat: 34 X 85 = 32
Total Grain Sold or in Storage 1.187.2

ESTIMATED ANNUAL INDEMNITY FUND RECEIPTS:

1,187,200,000 Bushels of Grain Sold or in Storage
X $0.005 Indemnity Fund Fee

$ 5,936,000

The annual production estimates used above represenl seven-year averages
based on annual production data from the lowa Crop and Livestock Reporling
Service. Federal farm programs may affect the amount of grain produced.
The percentage sold for corn, soybeans, oats, and wheat are ’'best estimates’
from the lowa Crop and Livestock Reporting Service. Grain sold or in storage
includes grain stored on farms.

SF 2116 states that interest earned by the indemnity fund may be used to
pay the administrative costs incurred, It is assumed that no interest will
be generated from the indemnity fund in FY 1887. In subsequent years the
interest generated depends on the balance in the fund and the going interest
rats. For FY 1986, the estimated average monthly earnings rate on the
Treasurar’'s pooled funds is 8%. With a conservative estimats of garnings at
8% and estimated annual indemnity fund receipts of $5.936,000, the generated
intarest would be $356,160.

The FY 1886 budget for the Grain Warehouse Division of tha Commerce
Commission is assumed for current law in FY 1987 and FY 1988.

Additional statt and support will be required in FY 1987 and FY 1988. The
additional statt include 1 Grain Dealer/Warehouse Examiner and 1 Accounting
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Technician !. In FY 1887, support costs include one-time expenditures office
equipment &nd a vehicle, in addition to the on-going costs of office supplies
and travel.

FISCAL EFFECT

Assuming no interest is generated from the indemnity fund in FY 1887, costs will exceed
revenue by $71,000. In FY 1988, assuming sufficient interest is earned, the increased cost
of $55,000 will be covered by interest funds.

(dollars in thousands)

F.Y. 1987 F.Y. 1988
Current Proposed Increase / Current Proposed Increase /
Law Law (Decrease) Law Law (Decrease)
REVENUE
General Fund $ 1,047 $§ 1,047 $ 0 $ 1047 $ 1047 S 0
Fund interest 0 0 0 0 356 356
TOTAL $ 1,047 S 1,047 $ 0 $ 1,047 § 1,403 $ 356
EXPENDITURES
Salaries $ 814 § 855 $ 41 $ 814 § 855 $ 41
(FTE's) ( 34.0) { 36.0) {( 2.0 ( 34.0) ( 36.0) ( 2.0)
Support 233 263 30 233 247 14
TOTAL $ 1,047 S 1,118 $ 71 $ 1,047 % 1,102 8 55
NeT EFFECT $ 0 s 71) $ (71) $ 0 $ 301 $ 301
Filed February 6, 1986 BY HUSAK DENNIS C. PROUTY, DIRECTOR,

LEGISLATIVE FISCAL BUREAU
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Amend Senate Fiie 2116 as follows:

1. Page 1, line 15, by inserting after the word
“facilities" the words “or equipment”.

2. pPage 8, by inserting after line 25 the
following:

"Sec. . NEW SECTION. S542B.1 DEFINITIONS.

As used in this chapter, unless the context
otherwise requires:

1. "Commission" means the Iowa state commerce
commission.

2. "Grain" means any grain for which the United
States department of agriculture has established
standards including, but not limited to, corn, wheat,
oats, soybeans, rye, barley, grain sorghum, flaxseeds,
sunflower seed, spelt {emmer] and field peas.

3. "Truck dealer" means a person who buys during

ny calendar month five hundred bushels of grain or
more from the producers of the grain for purpcses of
resale, milling, or processing, and whose grain
dealing facilities and equipment are not principally
stationary.

4. "Producer" means the owner, tenant, or operator
of land in this state who has an interest in and
receives all or a part of proceeds from the sale of
grain produced on that land.

5. "Credit-sale contract" means a contract for the
sale of grain pursuant to which the sale price 1is to
be paid more than thirty days after the delivery of
the grain to the buyer, and includes but is not
limited to those contracts commonly referred to as
deferred payment contracts, deferred pricing
contracts, and price-later contracts.

Sec. . NEW SECTION. 5428.2 DUTIES AND POWERS
0 THE COMMISSION.

The commission may exercise general supervision
over the business operations of truck dealers. The
supervisory and regulatory powers authorized by this
chapter shall be the responsibility of the warehouse
division of the commission. The commission may
inspect or cause to be inspected any truck dealer
cperating in this state and may require the filing of
reports pertaining to the operation of the dealer's
business. The commission shall adopt rules t¢ provide
for the efficient administration and regulation of the
provisions of this chapter, and may designate an
employee cf the commission to act for the commission
in any details connected with such administration,
including the issuance of licenses and approval of
truck dealers' bonds in the name of the commission.

Sec. . NEW SECTION. 542B.3 LICENSE REQUIRED -
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1. A person shall not engage in the business of a
truck dealer in this state without having obtained a
license issued by the commission.

2. The type of license required shall be
determined as follows:

a. A class 1 license is required if the truck
dealer purchases any grain by credit-sale contract, or
if the value of grain purchased by the truck dealer
from producers during the truck dealer's previous
fiscal year exceeds five hundred thousand dellars.

Any other truck dealer may elect to be licensed as a
class 1 truck dealer.

b. A class 2 license is required for any truck
dealer not holding a class 1 license. A class 2
licensee whose purchases from producers during a
fiscal year exceed a limit of five hundred thousand
dollars in value shall file within thirty days of the
date the limit is reached a complete application for a
class 1 license. 1If a class 1 license is denied, the
person immediately shall cease doing business as a
truck dealer.

3. An application for a license to engage 1n
business as a truck dealer shall be filed with the
commission and shall be in a form prescribed by the
commission. The application shall include the name of
the applicant, its principal officers if the applicant
is5 a corporation or the active members of a
partnership if the applicant is a partnership and the
location of the principal office or place of business
of the applicant. A separate license shall be
required for each location at which records are
malntained for transactions of the truck dealer. The
application shall be accompanied by a complete
financial statement of the applicant setting forth the
assets, liabilities and the net worth of the
applicant. The financial statement must be prepared
according to generally accepted accounting principles.
Assets shall be shown at original cost less
depreciation. Upon a written request filied with the
commission, the commission or a designated empioyee
may allow asset valuations in accordance with a
competent appraisal. Unpriced contracts shall be
shown as a liability and valued at the applicable
current market price of grain as of the date %he
financial statement is prepared.

4. In order to receive and retain a class 1
license the following conditions must be satisfied:

a. The truck dealer shall have and maintain a net
worth of at least fifty thousand dollars, or maintain
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a bond 1n the amount of two thcousand doliars for each
one thousand dollars or fraction thereof of net worth
deficlency. However, a perscn shall not be licensed
as a class 1 truck dealer if the person has a net
worth of less than twenty-five thousand dollars. A
bond submitted for purposes of this paragraph shali be
in addition to any bond otherwise required under this
chapter.

b. The truck dealer shall submit, as reguired by
the commission, a financial statement that 1is
accompanied by an unqualified copinion based upon an
auditc performed by a certified public accountant
licensed in this state. However, the ccmmissicn may
accept a gualification in an opinion that is
unavoidable by any audit procedure that is permitted
under generally accepted accounting principles. An
opinion that is qualified because of a limited audit
procedure or because the scope of an audit is limited
shall not be accepted by the commission. The truck
dealer may elect, however, to submit a financial
statement satisfying the requirements of subsection 5,
paragraph "b," in lieu of the audited firancial
statement specified in this paragraph, ané 1f & truck
dealer makes this election the commission shall cause
the truck dealer to be inspected not Less than twice
during each twelve-month period, but not more than
five times 1in a twenty-four month period without good
cause, in the manner provided 1n section 5428.9.

c. The truck dealer shall have and maintain
current assets equal to at least ninety percent of
current liabilities or provide bond uncder the
following conditions:

(1) A truck dealer with current asse:s egual to at
ieast forty-five percent of current l:ab:ilities may
provide bond of two thousand dollars f£¢or each one
thcusand dollars or fraction of one thousand dollars
of current assets that the truck dealer is lacking to
meet the minimum reqguirement. However, the bond shall
not e used for longer than six consecutive months 1in
a twelve-month period.

{2y A truck dealer with current assets equal to
less than forty-five percent of current liabpilities
may provide bond of two thousand dolla:zs for each ocne
thousand dollars or fraction of one tnousand dollars
of current assets that the truck dealer is lacking to
meet the minimum reqguirement. However, the boend shall
not be used for longer than thirty consecutive days in
a twelve-month period. ’

A bond submitted for purposes of this paragraph
shall be in addition to any other bond permitted or
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. In order to receive and retain a class 2
license the following conditions must be satisfied:

a. The truck dealer shall have and maintain a net
worth of at least twenty-five thousand dollars, or
maintain a bond in the amount of two thousand doliars
for each one thousand dollars or fraction therecf of
net deficiency. However, a person shall not be
licensed as a class 2 truck dealer if the person has a
net worth of less than ten thousand deollars. A bond
submitted for purposes of this paragraph shall be in
addition to any bond otherwise required under tnis
chapter,

b. The truck dealer shall submit, as required by
the commission, a financial statement that is
accompanied by the report of a certified public
accountant licensed in this state that is based upon a
review performed by the certified public accountant.

c. The truck dealer shall have and maintain
current assets equal to at least ninety percent of
current liabilities or provide bond under the
following conditions:

{1) A truck dealer with current assets equal to at
least forty-five percent of current liabilities may
provide bond of two thousand dollars for each one
thousand dollars or fraction of one thousand dollars
of current assets that the truck dealer is lacking to
meet the minimum requirement. HBowever, the bond shall
not be used for longer than six consecutlve months 1in
a twelve~-month period.

{2) A truck dealer with current assets equal to
less than forty-five percent of current liabilities
may provide bond of two thousand dollars for each one
thousand dollars or fraction of one thousand dollars
of current assets that the truck dealer is lacking to
meet the minimum requirement. However, the bond shall
not be used for longer than thirty consecutive days in
a4 twelve-month period.

A bond submitted for purposes of this paragraph
shall be in addition to any other bond permitted or
required under this chapter.

6. The commission shall adopt rules relating Lo
the form and time of filing of financial statements.
The commission may require additional information or
verification with respect to the financial resources
of the applicant and the applicant's ability to pay
producers for grain purchased from them.

7. a. When the net worth or current ratio of a
licensee in good standing is less than that required
by this section, the truck dealer shall correct the
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deficiency or file the necessary additional bond
within thirty days of written notice by the
commission. Unless the deficiency is corrected or the
additional bond filed within thirty days, the truck
dealer license shail be suspended.

b. If the commission finds that the welfare of
grain producers requires emergency action, and
incorporates a finding to that effect in its order,
immediate suspension of the license may be ordered
notwithstanding the thirty-day period otherwise
allowed by paragraph "a" of this subsection.

Sec. . NEW SECTION. 542B.4 BOND REQUIRED.

An applicant for a license to operate as a truck
dealer shall, as a condition to the granting of the
license, file with the commission a bond payable to
the state of Iowa with a corporate surety approved by
the commission conditioned that the applicant will pay
the purchase price of any grain to the producer;
provided that the aggregate liability of the surety to
such persons shall in no event exceed the sum of such
bond. The bond for each class 1 license shall be in
rhe penal sum of fifty thousand dollars. The bond for
each class 2 license shall be in the penal sum of
twenty—-five thousand dollars. One bond, cumulative as
to minimum requirements, shall be required where a
person has more thar one license, but ir no event
shall the total amount of bond required by this
section exceed three hundred thousand dollars for a
class 1 licensee, or one hundred fifty thousand
dollars for a class 2 licensee. ©No bond shall be
canceled by a surety before at least sixty days'
notice by certified mail to the commission and the
truck dealer. The liability of the surety shall cover
purchases made by the truck dealer during the tire the
bond is in force. A truck dealer's bond filed with
this commission shali be ina continuous force until
canceled by the surety. The liability of the surety
on any bond required by the provisions of this chapter
shall not accumulate for each successive license
period during which the bend is in force.

Sec. . NEW SECTZION. 542B.5 LICENSE.

Upon the filing of the application and compliance
with the terms and conditions of this chapter and
rules of the commission, the commission shall issue a
license to the apolicant. The license shall terminate
on the thirtieth of June of each year. A truck
dealer's license may be renewed annually by the filing
of a renewal fee and a renewal application on a form
prescribed by the commission. An application for
renewal shall be received by the commission before the

O 00~ O S LR
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thirtieth of June. A truck dealer license which has
terminated may be reinstated by the commission upon
recelipt of a proper renewal application, the renewal
fee, and the reinstatement fee as provided in section
542B.6 if filed within thirty days from the date of
termination of the grain dealer license. The
commission may cancel a license upon request of the
licensee unless a complaint or information is filed
against the licensee alleging a violation of a
provision of this chapter.

If an applicant has had a license under chapter
542, 542A, 542B, or 543 revoked for cause within the
past three years, or has been convicted of a felony
involving violations ¢of chapter 542, 542a, 542B, or
543, or is owned or controlled by a person who has had
a license so revoked or who has been so convicted, the
commission may deny a license to the applicant.

Sec. . NEW SECTION. 542B.6 FEES.

The commission shall charge the following fees for
deposit in the general fund:

1. For the issuance or renewal of a license for a
truck dealer and for any inspection of a truck dealer,
the fee shall be determined on the basis of dollar
volume of all grain purchased the previous caliendar
year as follows:

a. If the total purchased is one hundred thousand
dollars or less, the license fee is forty dollars and
the inspection fee is fifty dollars.

b. If the total purchased is more than one hundred
thousand dollars, but not more than seven hundred
fifty thousand dollars, the license fee is seventy
dollars and the inspection fee is seventy-five
dollars.

¢. If the total purchased is more than seven
hundred fifty thousand deollars, but not more than cne
milllion five hundred thousand dollars, the license fee
is one hundred dollars and the inspection fee is one
hundred fifteen dollars.

d. If the total purchased is more than one million
five hundred thousand dollars, but not more than three
miliion dollars, the license fee i1s one hundred
seventy-five dollars and the inspection fee is one
hundred fifty dollars. _

e. If the total purchased is more than three
million dollars, but not more than four million seven
hundred fifty thousand dollars, the license fee is
three hundred doilars and the inspection fee 1s one
hundred eighty-five dollars.

f. If the total purchased is more than four
million seven hundred fifty thousand dollars, but not
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more than nine million five hundred thousand dollars,
the license fee is four hundred twenty-five dollars
and the inspection fee is two hundred twenty-five
dollars.

g. If the total purchased is more than nine
million five hundred thousand dollars, tne license fee
is five hundred seventy-five dollars and the
inspecticn fee is two hundred sixty-five dollars.

If the applicant did not purchase grain the
previous calendar year, the applicant will pay the fee
specified in paragraph "a". If during the license
period the total grain actually purchased exceeds one
hundred thousand dollars, the licensee shall notify
the commission and the license and inspection fee
shall be adjusted accordingly. Subsequent adjustments
shall be made as necessary. An applicant may elect
licensing in any category of this subsection. New
licenses issued for less than a full year shall be
prorated from the date of application.

2. For an amendment to a license, the fee 1s ten
dollars.

3. For a duplicate license, the fee is five
dollars.

4. For reinstatement of a license the fee is fifty
dollars,

Sec. . NEW SECTION. 5423.7 POSTING OF
LICENSE,

The truck dealer's license shall be posted in a
conspicucus location in the place of bus:iness. A
truck dealer's license is not transferable.

Sec. . NEW SECTION. 542B.8 PAYMENT.

A person licensed as a truck dealer shall pay the
purchase price to the owner or the owner's agent for
grain upon delivery or demand of the owner or agent,
but not later than thirty days after delivery by the
owner or agent unless in accordance with the terms of
a credit-sale contract that satisfies the requirements
of tnis chapter.

As used in this section, "delivery" means the
transfer of title to and possession of grain by the
seller to the truck dealer c¢r to another perscn in
accordance with the agreement of the seller and the
truck dealer; and "payment" means the actual payment
cr tender of payment by the truck dealer to the seller
of the agreed purchase price, or in the case of
disputes as to sales of grain, the undisputed portion
of the purchase price without reduction for any
separate claim of the truck dealer against the seller.

Sec. . NEW SECTION. 542B.9 INSPECTION OF
PREMISES, BOOKS AND RECORDS.
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The commission may inspect the premises used by any
truck dealer in the conduct of the dealer's business
at any time, and the books, accounts, records and
papers of every grain dealer which pertain tc grain
purchases are subject to inspection by the commission
during ordinary business hours. The commission shall
cause the business premises and books, accounts,
records and papers of every truck dealer to be
inspected not less than once during each twelve-month
period, but not more than three times in a twenty-four
month period without good cause. However, if a class
1 grain dealer elects to submit the unaudited
financial statement under section 542B.3, subsection
4, paragraph "b," the commission shall cause the grain
dealer to be inspected not less than twice during each
twelve-month period, but not more than five times in a
twenty-four month period without good cause. The
transporter of grain in transit shall possess bills of
lading or other documents covering the grain, and
shall present them to any law enforcement officer or
to a person designated as an enforcement officer under
section 542B.,13 on demand. If there is good cause to
believe that a person 1s engaged without a license in
the business of a truck dealer in this state, the
commission may inspect the books, papers, and records
of the person which pertain to grain purchases.

If the truck dealer does not maintain a place of
business in this state, inspect the business premises
of the truck dealer, and the truck dealer shall submit
all books, records and papers relating to grain
transactions occurring within this state to the
commission for purposes of an inspection required or
permitted under this section at any reasonable time
and place, including the offices of the commission
during regular business hours, as ordered by the
commission or the director of the warehouse division.

Sec. . NEW SECTION. 542B.10 SUSPENSION OR
REVOCATION OF LICENSE.

The commission may after hearing and upon
information being filed with the commission by the
head of the warehouse division of the commission or
upon complaint filed by any person, suspend or revoke
the license of any person licensed under this chapter .
for the violation of or failure to comply with the
provisions of this chapter or any rule adopted under
this chapter. An information or a verified complaint
stating the grounds for suspension or revocation shall
be filed with the commission in triplicate. The
commission shall notify the licensee of the complaint
and furnish the licensee with a copy of the
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2 of the commission fixing the time for a hearing, which

time shall be at least five days from the date of
notification. If the commission determines that the
public good requires immediate action, the commission
may, upon the filing of the information or the
complaint and without hearing, temporarily suspend a
license pending the determination by it of the
complaint. Judicial review of the actions of the
commission may be sought in accordance with the terms
of the Iowa administrative procedure Act.

The commission may revoke a truck dealer's license
upon information without hearing if a grain dealer
fails to have sufficient bond on file with the

commission, or if a grain dealer fails to submit to
inspection.

Sec. . NEW SECTION. 542B.11 PENALTIES =~--
INJUNCTIONS.

1. A person who knowingly submits false
information to or knowingly withholds information from
the commission or any of its employees when required
to be submitted or maintained under this chapter,
commits a fraudulent practice.

2. A person who engages in business as a truck
dealer without obtaining a license, or who refuses to
permit inspection of licensed premises, or books,
accounts, records, or other documents required by this
chapter, or who uses a scale ticket, or credit-sale
contract that fails to satisfy requirements
established by the commission commits a serious
misdemeanor, except that a person who commits any of
these offenses after having been found guilty of the
same offense commits an aggravated misdemeanor.

3. Except as provided 1n subsections 1 and 2, a
person who violates any provision of this chapter
commits a simple misdemeanor. With respect to a
continuing violation, each day that the violation
continues is a separate offense.

4. A violation of this chapter, or a violation of
chapter 714 or 715 involving the business of a truck
dealer, may be restrained by an injunction in an
action brought by the commerce commission.

Sec. . NEW SECTION. 542B.12 CLAIMS -- NOTICE.
Upon revocation, termination or cancellation of a
truck dealer license, any claim for the purchase price

of grain against the truck dealer shall be made in
writing and filed with the truck dealer and with the
surety on the truck dealer bond within one hundred
twenty days after revocation, termination or
cancellation. Failure to make this timely claim shall
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relieve the surety of all obligations to the claimant.
However, this section shall not be construed to reduce
below the face amount of the bond then in effect the
aggregate liability of the surety to other claimants.

Upon revocation of a truck dealer license, the
commission shall cause notice of such revocation to be
published once each week for two consecutive weeks in
a newspaper of general circulation within the state of
Iowa and in a newspaper of general circulation within
the county of the truck dealer's principal place of
business when that dealer's principal place of
business is located in the state of Iowa. The notice
shall state the name and address of the truck dealer,
the effective date of revocation, and the name and
address of the surety on the truck dealer bond. The
notice shall also state that any claims against the
truck dealer shall be made in writing and sent by
ordinary mail or delivered personally within one
hundred twenty days after revocation to the truck
dealer and the surety on the truck dealer bond.

Sec. . NEW SECTION. 542B.13 ENFORCEMENT
OFFICERS.

The commission may designate by resolution certain
of its employees in the warehouse division to be
enforcement officers. Each person so designated shall
have the authority of a peace officer to make arrests
for violations of this chapter.

Sec. . NEW SECTION, S542B.14 NO OBLIGATION OF
STATE.

Nothing in this chapter shall be construed to imply
any guarantee or obligation on the part of the state
of Iowa, or any of its agencies, employees or
officials, either elective or appointive, in respect
to any agreement or undertaking to which the
provisions of this chapter relate.

Sec. . NEW SECTION. 542B.15 CREDIT-SALE
CONTRACTS. ' :

1. A truck dealer shall not purchase grain by a
credit-sale contract except as provided in this
section.

2. A truck dealer shall give written notice to the
commission prior to engaging in the purchase of grain
by credit-sale contracts. Notice shall be on forms
provided by the commission. The notice shall contain
information required by the commission.

3. All credit-sale contract forms in the
possession of a truck dealer shall have been
permanently and consecutively numbered at the time of
printing of the forms. A truck dealer shall maintain
an accurate record of all credit-sale contract forms
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and numbers obtained by that dealer. The record shall
include the disposition of each numbered form, whether
by execution, destruction, or otherwise.

4. A truck dealer who purchases grain by credit-
sale contracts shall maintain books, records and other
documents as required by the commission tc establish
compliance with thils section.

S. In addition to other information as may be
required, a credit-sale contract shall contain or
provide for alil of the following:

a. The seller's name and address.

b. The conditions of delivery.

The amount and kind of grain delivered.

The price per bushel or basis of value.

The date payment is to be made.

The duration of the credit-sale contract, which
shall not exceed twelve months from the date the
contract is executed.

6. Title to all grain sold by a credit-sale
contract is in the purchasing dealer as of the time
the contract is executed, unless the contract provides
otherwise, The contract must be signed by both
parties and executed in duplxcate One copy shall be
retained by the truck dealer and one copy shall be
delivered to the seller. Upon revocation,
termination, or cancellation of a truck dealer
license, the payment date for all credit-sale
contracts shall be advanced to a date not later tnan
thirty days after the effective date of the
revocation, termination, or cancellation, and the
purchase price for all unpriced grain shall be
determined as of the effective date of revocaglo“,
termination, or cancellation in accordance with all
other provisions of the contract. However, if the
business of the truck dealer is sold to another
licensed grain dealer, credit-sale contracts may be
assigned to the purchaser of the business.

7. A truck dealer shall not purchase grain on
credit during any time period in which the truck
dealer's current assets are less than forty-five
percent of current liabilities.

Sec. . NEW SECTION. 542B.16 CONFIDENTIALITY
OF RECORDS.

Notwithstanding chapter 22, all financial
stavements of truck dealers under this chapter shall
be kept confidential by the commission and its agents
and emplcyees and are not subject to disclosure except
as follows:

1. Upon walver by the licensee.

2. In actions or administrative proceedings

P'nfb .0
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commenced under this chapter or chapter 543.

3. When required by subpoena or court order.

4. Disclosure to law enforcement agencies in
regard to the detection and prosecution of public
offenses.

5. When released to a bonding company approved by
the commission, or released to the United States
department of agriculture or any of its divisions.

6. Where released at the request of the Iowa board
of accountancy for licensee review and discipline in
accordance with chapters 116 and 258A and subject to
the confidentiality requirements of section 258A.6.

Sec. . NEW SECTION. 542B.17 STANDARDIZATION
OF RECORDS AND DOCUMENTS.

1. The commission may adopt rules specifying the
form, content and use of scale tickets, and credit-
sale contracts. All scale ticket forms in the
possession of a truck dealer shall have been
permanently and consecutively numbered at the time of
printing. A truck dealer shall maintain an accurate
record of all scale ticket numbers. The record shall
include the disposition of each numbered form, whether
issued, destroyed, or otherwise disposed of.

2. A licensed truck dealer shall keep complete and
accurate records of all grain transactions. Records
for the previous six years shall be made available for
inspection by the commission.

Sec. . NEW SECTION. 542B.18 SHRINKAGE
ADJUSTMENTS --DISCLOSURES -- PENALTIES.

1. A person who, in connection with the receipt of
corn or soybeans for storage, processing, or sale,
adjusts the scale weight of the grain to compensate
for the moisture content of the grain shall compute
the amount -of the adjustment by multiplying the scale
weight of the grain by that factor which results in a
rate of adjustment of one and eighteen hundredths
percent of weight per one percent of moisture content.
The use of any rate of weight adjustment for moisture
content other than the one prescribed by this
subsection is a fraudulent practice. The person shall
post on the business premises in a conspicuous place
notice of the rate of adjustment for moisture content
that is prescribed by this subsection. Failure to
make this disclosure is a simple misdemeanor.

2. A person who, in connection with the receipt of
grain for storage, processing or sale, adjusts the
quantity of the grain received to compensate for
losses to be incurred during the handling, processing,
or storage of the grain shall post on the business
premises in a conspicuous place notice of the rate of
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adjustment to be made for this shrinkage. Failure to
make the required disclosure is a simple misdemeanor.

3. 'A person who adjusts the scale weight of corn
or soybeans both for moisture content and for
handling, processing, or storage losses may combine
the two adjustment factors into a single factor and
may use this resulting factor to compute the amount of
weight adjustment in connection with storage,
processing, Or sale transactions, provided that the
person shall post on the business premises in a
conspicuous place a notice that discloses the moisture
shrinkage factor prescribed by subsection 1, the
handling shrinkage factor to be imposed, and the
single factor that results from combining these
factors. Failure to make the required disclosure is a
simple misdemeanor."

S-5039 Filed February 6, 1986 BY HULTMAN, HUSAK,
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Amend Senate File 2116 as follows:
1. Page 1, by striking lines 1 through 16.
2. Page 24, by striking lines 24 through 29.

5040 Filed/February 6, 1986 BY COMMITTEE ON WAYS AND MEANS

Ay tin 3/7 /36 (p- 26e) PALMER, CHAIR
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‘f‘ Amend Senate File 2116 as follows:

1. Page 21, line 18, by inserting after the word
“chapter." the following: “However, if for any filscal
year after the fiscal year ending June 30, 1987 the
administrative costs of this chapter exceed sixty
thousand dellars, the commission shall apply to the
executive council for authorization to use moneys in
axcess of sixty thousand dollars."

5041 i"iled and {9§; February 7, 1986 BY VANDE HOEVY
{f BN
SENATE FILE 2116
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L

Amend Senate File 2116 as follows:
1. Page 23, line 7, by inserting after the word

*1oss" the words "up to a maximum of one hundred
rthousand dollars".
529 Filed and lost February 7, 1986 BY WALDSTEIN

(3.247)
SENATE FPILE 2116
5051

Amend Senate File 2116 as follows:

l. Page 1, line 16, by inserting after the word
"stgtionary;“ the words "a person providing a complete
ration bulk feed service, however only that portion of
the grain utilized 1in building complete bulk rations is
exempt;".

5051 Filed and ruled out of order February 7, 1986
TV BY WALDSTEIN
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Amend Senate File 2116 as follows:
1. Page 15, by inserting after line 27 the
following:
“Sec. . Section 543.13, unnumbered paragraph 1,
Code 1985, 1s amended by striking the paragraph.“.
2. Page 15, line 31, by striking the word
"nonbulk" and inserting the words "agricultural
products other than bulk".
3. Page 16, line 1, by striking the word
10 "nonbulk" and inserting the words "agricultural
11 products other than bulk®.
12 4. Page 16, line 4, by striking the word
13 "nonbulk” and inserting the words “"agricultural
14 products other than bulk".
15 S. Page 16, line 13, by striking the word
16 "nonbulk"” and inserting the words "agricultural
17 products other than bulk".
18 6. Page 16, line 16, by striking the word
19 "nonbulk®" and inserting the words "agricultural
20 products other than bulk".
21 7. Page 16, line 17, by striking the word
22 "nonbulk" and inserting the words "agricultural
23 products other than bulk".
24 8. Page 16, line 18, by striking the word
25 "nonbulk"” and inserting the words "agricultural
26 products other than bulk".
27 9. Page l6, line 22, by striking the word
28 "nonbulk" and inserting the words "agricultural
29 products other than bulk".
30 10. Page 16, line 31, by striking the words
31 "deficiency bond” and inserting the words "bond on
32 agricultural products other than bulk grain, a
33 deficiency bond,".
34 11l. Page 16, line 33, by striking the words
35 "deficiency bond" and inserting the words "bond on
36 agricultural products other than bulk grain,
37 deficiency bond,".
38 12. Page 17, line 6, by striking the words
39 "deficiency bond"” and inserting the words "bond on
40 agricultural products other than bulk grain, a
41 deficiency bond,".
42 13. Page 17, line 26, by striking the words
43 “"deficiency bond" and inserting the words "“bond on
44 agricultural products other than bulk grain,
45 deficiency bond,".
46 14. Page 20, lines 33 and 34, by striking the
47 words "and licensed warehouse operators” and inserting
48 the words ", .licensed warehouse operators, and
49 participating federally licensed warehouses"“. .
50 15. Page 21, line 25, by striking the word
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1
2 16.. Page 22, lines 34 and 3%, by striking the
3 words "or for solicitation or neqotiation for sale®.

5-5046 Filed and adopted February 7, 1886 BY HUSAK, FRAISE
/?.2¢7? SOORHOLTZ

o

"March" and inserting the word “May". .
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SENATE 5
February 11, 1986

SENATE FILE 2116

2. 3052

Amend Senate File 2116 as follows:

1. Page 1, by inserting before line 17, the
following:

"3. “"Grain dealer" means a person who buys during
any calendar month five hundred bushels of grain or
more from the producers of the grain for purposes of
resale, milling, or processing. However, "grain
dealer™ does not include a producer of grain who 1is
buying grain for the producer's own use as seed ot
feed; a person sclely engaged in buying grain future
contracts on the board of trade; a person who
purchases grain only for sale in a registered feed; a
person engaged in the business of selling agricultural
seeds regulated by chapter 199:; a person buying grain
only as a farm manager; an executor, administrator,
trustee, guardian, or conservator of an estate: a
bargaining agent as defined 1n section 5423a.1; a
person providing a complete ration bulk feed servxce,
however, only that portion of the grain utilized in
building complete bulk rations :s exempt; Or a custom
livestock teeder.”

5-5052 Filed and withdrawn February 7, 1986 BY WALDSTEIN

QT 26 F 2
SENATE FILE 2116

Amend Senate File 2116 as follows:

1. Page 1, by inserting before line 17, the
following:

"Section 1. Section 542.1, subsection 3, Code
Supplement 1985, is amended to read as follows:

3. ™Grain dealer” means a person who buys during
any calendar month five hundred bushels of grain or
mcre from the producers of the grain for purposes of
resale, milling, or processing. However, "grain
dealer” does not include a producer of grain who is
buying grain for the producer's own use as seed or
feed; a person solely engaged in buying grain future
contracts on the board of trade; a person who
purchases grain only for sale in a registered feed; a
person engaged in the business of selling agricultural
seeds requlated by chapter 199; a person buying grain
only as a farm manager; an executor, administrator,
trustee, guardian, or conservator of an estate; a
bargaining agent as defined in section $42A.1; a
person providing & complete ration bulk feed service,
however, only that portion of the grain utilized 1in
buildipng complete bulk rations is exempt; or a custom
livestock feeder.”

-5053 Filed and withdrawn February 7, 1986 BY WALDSTEIN
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SeENaTE rileE 27116
BY COMMITTEE ON AGRICULTURE

(AS AMENDED AND PASSED BY THE SENATE FEBRUARY 7, 1986)
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A BILL FOR

] An Act relating tc grain dealers and warehouses, by providing

2 licensing requirements, establishing a grain depositors and

T sellers indemnity fund, and providing an effective date.
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Section 1. Section 542.1, Code Supplement 1985, 1s amended
by adding the following new subsection:

NEW SUBSECTION. 7. "Seller" means a person who sells
grain which the person has produced or caused to be produced
to a licensed grain dealer, and inciudes a person who executes
a credit sale contract as a seller.

Sec. 2. Section 542.3, subsections 4, 5, and 7, Code
Supplement 1985, is amended to read as follows:

4, In order to receive and retain a class 1 license the

following conditions must be satisfied:

a. The A grain dealer who does not engage in credit-sale

fifty thousand dollars, or maintain a deficiency bond or an
irrevocable letter of credit in the amount of two thousand

dollars for each one thousand dollars or fraction thereof of

net worth deficiency. A grain dealer who does engage in
credit-sales contracts shall have and maintain a net worth of .

at least one hundred thousand dollars, or maintain a

of two thousand dollars for each oné thousand dollars or

fraction thereof of net worth deficiency. However, a person

shall not be licensed as a class 1 grain dealer if the person
has a net worth of less than twenty-five thousand dollars. A
bond-submitted-for-purposes-of-this-paragraph-shati-be-in
addition-to-any-bond-otherwise-required-under-this-chapters:
b. The grain dealer shall submit, as required by the
commission, a financial statement that 1s accompanied by an
unqualified opinion based upon an audit performed by a
certified public accountant licensed in this state. However,
the commission may accept a qualification in an opinion that
is unavoidable by any audit procedure that is permitted under
generally accepted accounting principles. An opinion that 15
qualified because of a limited audit procedure or because the
scope of an audit is limited shall not be accepted by the .

commission. Phe-grain-dealer-may-elect;-however;-to-submit-a
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ftnanctat-statement-satisfying-the-requirements-of-subsection
S7-paragraph-b;%-in-ireu-of-the-andrted-£financtat-statement
specified-in-this-paragraph;-and-if-a-grain-deaiter-makes-this
etectron-the-commissron-shati-canse-the-gqratn-deater-to-be
tnapected-not-iess-than-twice-during-each-twetve-menth-periods;
but-not-mere-than-five-times-in-a-twenty-four-month-period
withent-good-causes-tn-the-manner-provided-tn-section-542-9<

C. Phe A grain dealer who does not engage in credit-sale

contracts shall have and maintain current assets equal to at
ieast ninety perceat of current liabilities or provide a
deficiency bond or an irrevocable letter of credit under the

following conditions:
(1) A grain dealer with current assets equal to at least
forty-five percent of current liabilities may provide a

deficiency bond or an irrevocable letter of credit of two

thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer
is lacking to meet the minimum requirement. However, the bond

or itrrevocable letter of credit shall not be used for longer

than six consecutive months in a twelve-month period.

{2) A grain dealer with current assets equal to less than
forty-five percent of current liabilities may provide a
deficiency bond or an irrevocable letter of credit of two

thousand dollars for each one thousand doliiars or fraction cf
one thousand dollars of current assets that the grain dealer
is lacking to meet the minimum requirement. However, the bond

or irrevocable letter of credit shall not be used for longer

than thirty consecutive days in a twelve-month period.

d. A grain dealer who does engage in credit-saie contracts

shall have and maintain current assets equal to at least one

hundred percent of current liabilities or provide a deficiency

bond or an irrevocable letter of credit under the foliowing

conditions:

(1) & grain dealer with current assets equal to at least

fi1fty percent of current liabilities may provide a deficiency

-2
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{95 each one thousanqmgg;lars or fraction of one thousand

do.lars of current assets that the grain dealer is lacking to

meel the minimum requirement. The deficiency bond or

irrevocable letter of credit shall not be used for longer than

six consecutive months in a twelve-month period.

(2} __A grain dealer with current assets equal to less than

fifty percent of current liabilities may provide a deficiency

bond or an irrevocable letter of credit of two thousand

doiiars for each one thousand dollars or fraction of one

thousand dollars of current assets that the grain dealer is

lacking to meet the net worth requirement. However, the

used for longer than thirty consecutive days in a twelve-month

period.
A-bond-submitted-for-purposes-of-this-paragraph-shati-be-in

sdditiron-to-any-other-bond-permitied-or-required-under-this

chapters
5. In order to receive and retain a class 2 license the
following conditions must be satisfied:

a. The grain dealer shall have and maintain a net worth of
at least twenty-five thousand dollars, or maintain a

deficiency bond or an irrevocable letter of credit in the

amount of two thousand dollars for each one thousand dollars
or traction thereof of net deficiency. However, a person
shall not be licensed as a class 2 grain dealer if the person
has a net worth of less than ten thousand dollars. A-bond
submitted-for-purposes-of-this-paragraph-shati-be-in-gddition
to-any-bond-otherwise-required-under-this-chapter=

b. The grain dealer shall submit, as required by the
commission, a financial statement that is accompanied by the

report-ef an unqualified opinion based upon an audit performed

by a certified public accountant licensed in this state that
14-based-upon-a-review-performed-by-the-certified-pubtic

accountant. However, the commission may accept a

...3_
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qualification in an opinion that is unavoidable by any audit

procedure that is permitted under generally accepted

accounting principles. An opinion that is qualified because

of a limited audit procedure or because the scope of an audit

is limited shall not be accepted by the commission.

c. The grain dealer shall have and maintain current assets
equal to at least ninety percent of current liabilities or

provide a deficiency bond or an irrevocable letter of credit

under the following conditions:
(L) A grain dealer with current assets equal to at least
forty-five percent of current liabilities may provide a

deficlency bond or an irrevocable letter of credit of two

thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer
is lacking to meet the minimum requirement. However, the bond

or irrevocable letter of credit shall not be used for longer

than six consecutive months in a twelve-month period.
{2) A grain dealer with current assets equal to less than
forty-five percent of current liabilities may provide a

deficiency bond or an irrevocable letter of credit of two

thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer
15 lacking to meet the minimum requirement. However, the bond

or irrevocable letter of credit shall not be used for longer

than thitty consecutive days in a twelve-month period.

A-bond-submitted-for-purposes-ocf-this-paragraph-shaii-be-zn
addition-to-any-other-bond-permiteed-or-required-under~thia
chapters ’

7. a. When the net worth or current ratio of a licensee in
good standing is less than that required by this section, the
grain dealer shall correct the deficiency or file the
necessary-addrtronat a deficiency bond or an irrevocable

letter of credit within thirty days of written notice by the

commission. Unless the deficiency is corrected or the

addrticnat deficiency bond or irrevocable letter of credit is

- -
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filed within thirty days, the grain dealer license shall be
suspended,

b. If the commission finds that the welfare of grain
producers requires emergency action, and incorporates a
finding to that effect in its order, immediate suspension of
the a license may be ordered notwithstanding the thirty-day

L3 ]

period otherwise allowed by paragraph "a" of-this-subseectron.

Sec. 3. Section 542.4, Ccde 1985, is amended by striking
the section and inserting in lieu thereof the following:

542.4 PARTICIPATION IN INDEMNITY FUND REQUIRED.

A person licensed to operate as a grain dealer under this
chapter shall participate in and comply with the grain
depositors and sellers indemnity fund provided in chapter
543A.

Sec. 4. Section %42.9, unnumbered paragraph 1, Code 1985,
is amended to read as follows:

The commission may inspect the premises used by any grain
dealer in the conduct of the dealer's business at any time,
and the books, accounts, records, and papers of every grain
dealer which pertain to grain purchases are subject to
inspection by the commission during ordinary business hours.

? The commission shall cause the business premises and books,
accounts, records, and papers of every grain dealer to be
inspected not less than once during each twelve-month period,
but not more than three four times in a twenty-four month
period without good cause. However;-if-a-eclass-i-grarn-deater
etecta-to-aubmit-the-unandrted-financiat-statement-under
section-542:3;-3ubsection-4;-paragraph-8b;%-the-commrssron
shali-cause-the-grain-dealer-to-be-inspected-not-iess-than
twice-during-each-twelve-month-period;-but-not-more-than-five
trmes-in-a-twenty-four-month-period-wrthout-good-ecauses The
transporter of grain in transit shall possess bills of lading
or other documents covering the grain, and shall present them
to any law enforcement officer or to a person designated as an

enforcement officer under section 542.13 on demand. I1f there

-5-
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is good cause to believe that a person is engaged without a
License in the business of a grain dealer in this state, the
commission may inspect the books, papers, and records of the
persoit which pertain to grain purchases.

Sec. 5. Section 542.10, unnumbered paragraph 2, Code 1985,
is amended to read as follows:

The commission may revoke a grain dealer's license upon
information without hearing if a grain dealer fails to-have
sufficient-bond-on-file-with-the-commission;-or-if-a-grarn
deater-fatls to submit to inspection.

Sec. 6. Section 542.12, Code 1985, is amended to read as
follows: '

542.12 CLAIMS —-- NOTICE.

Upon revocation, termination, or cancellation of a grain
dealer license, any claim for the purchase price cf grain
against the grain dealer shall be made in writing and filed
with the grain dealer and with the surety-on-the-grein-deater

bond issuer of a deficiency bond or of an irrevocable letter

of credit and with the commission within one hundred twenty

days after revocation, termination, or cancellation. Failure
to make this timely claim shali-relieve relieves the surety

issuer and the grain depositors and sellers indemnity fund

provided in chapter 543A of all obligations to the claimant.

tloewever;-thig-section-ahalli-not-be-construed-to-reduce-below
the-face-ameunt-ef-the-bond-then-tn-effect-the-aggregate
trabrirty-of-the-surety-to-other-ciaimantss

Upon revocation of a grain dealer license, the commission
shall cause notice of such the revocation to be published once
each week for two consecutive weeks in a newspaper of generat
circulation within the state cof Iowa and in a newspaper of
general circulation within the county of the grain dealer's
principal place of business when that dealer's principal place
of business is located in the state of Iowa. The notice shall
staie the name and address of the grain dealer; and the

effective date of revocation;-and-the-name-and-address-of-the

._6_..
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snrety-on-the-gratn-deater-bond. The notice shall also state .
that any claims against the grain dealer shall be made in

writing and sent by ordinary mail cr delivered personally

within one hundred twenty days after revocation to the grain

dealer, and-the-durety-on-the-grain-deater-bond to the issuer

and to the commission, and the notice shall state that the

failure to make a timely claim does not relieve the grain

dealer from liability to the claimant.
Sec., 7. Section S42.18, subsection 2, Code 1985, is

amended to read as follows:
2. As a condition of the granting of a license under this
section, the applicant shall file with the commission a bond
payable to the state of Iowa with a corporate surety approved
by the commission in a penal sum of twenty-five thousand
dollars per license, conditioned that the grain seller owns or
controls, free of liens, any grain offered for sale. .}
€ancetiation-of-bends A bond issued by a surety under this

section shall meet-~the-requirements-of-seetron-542:4 not be

canceled by the surety before at least ninety days' notice by

certified mail to the commission and the bonded grain seller.

The liability of a surety on any bond under this section shall
not accumulate for each successive license period during which
the bond is in force.

Sec. 8. Section 542.1%, subsection 2, Code 1985, is
amended to read as follows:

2. 1If a co—operative agreement is in effect under this

section, the bonding indemnification requirements of this

chapter may be satisfied by:

a. Tiling with the commission evidence of a bond or an

participation in an indemnity fund in a state with which Iowa

b. Sueh-bend Indemnification proceeds shall be co-payable

has a co-operative agreement as provided for by this section. .
to the state of Iowa for the benefit of sellers of grain under

-7
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this chapter tn-Iowa.
es--Phe-bond-shati-be-in-an-amount-at-ieast-equat-to-the
amounta-required-by-this-chapter;-provided;-however;-that-any
bond-required-under-this-chapter-for-any-financiai-defiezency
shali-be-in-addition-to-the-bond-poested-in-any-other-states

Any-bend Indemnification proceeds required by this chapter

may be made co-payable to any state with whom this state has
entered into contracts or agreements as authorized by this
section, for the benefit of sellers of grain in that state.

Sec. 9. Section 543.2, Code 1985, is amended to read as
follows:

543.2 DUTIES AND POWERS OF THE COMMISSION.

The commission may exercise general supervision over the
stocage, warehousing, classifying according to grade or
otherwise, weighing, and certification of agriculturai
prcducts. The commission may inspect or cause to be inspected
any warehouse. Inspections may be made at times and for
purposes as the commission determines. The commission shall
cause every licensed warehouse and its contents to be
inspected once in every twelve-month periody;-provided-that-zf
a-class-i-warehouse-operator-etects-to-submit-the-unaudzrted
financtai-atatement-under-section-543:-6;-3ubsectron-4;
paragraph-2b;d-the-commiasiton-shati-cause-the-waretiouse-to-be
inspected-twice-in-every-twelve-menth-period. The commission
may require the filing of reports relating to a warehcuse or
its operation. If upon inspection a deficiency is found to
exist as to the quantity or quality of agricultural products
stored, as indicated on the warehouse operator's books and
records according to official grain standards, the commission
may require an employee of the commission to remain at the
licensed warehouse and supervise all operatiocons invelving
agricultural products stored there under this chapter until
the deficiency is corrected. The charge for the cost of
maintaining an employee of the commission at a warehouse to

supervise the correction of a deficiency is one hundred fifty

-8-
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dollars per day.
PARAGRAPH DIVIDED. The commission may make available Lo

the United States government, or any of 1ts agencies,
including the commodity credit corporation, the results of
inspections made and inspection reports submitted to it by
employees of the commission, upon payment to 1t of charges as
determined by the commission, but the charges shall not be
less than the actual cost of services rendered, as determined
by the commission. The commission may enter into contracts
and agreements for such purpose and shall keep a record of all
money thus received. All such money shall be paid over to the
treasurer of state as miscellaneous receilpts. The commission
may classify any warehouse in accordance with its suitability
for the storage of agricultural products and shall specify 1in
any license issued for the operation of any a warehouse the
only type or types and the quantity of agricultural products
which may be exeiusively stored in the warehouse. The
commission may prescribe, within the limitations of this
chapter, the duties of licensed warehouse operators with
respect to the care of and responsibility for the contents of
licensed warehouses. Grain grades shall be determined under
the official grain standards. The commission may from time to
time publish data in connection with the administration of
this chapter as may be of publie interest. The commission
shall administer this chapter.

Sec. 10. Section 543.3, subsection 3, Code 1985, 1is
amended to read as follows:

3. When a petition is filed by the commission under
subsection 1 the clerk of court shall set a date for hearing
on the commission's proposed plan of disposition at a time not
less than ten nor more than fifteen days after the date the
petition is filed. Copies of the petition, the notice of
hearing, and the commission's plan of disposition shall be
served upon the licensee and upon the surety-cempany-issuing

the-ireenseets issuer of a deficiency bond or of an

~9-
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irrevocable letter of credit pursuant to section 543.6 1n the

manner required for service of an original notice. A delay in
effecting service upon the licensee or surety-shail issuer 1s
not be cause for denying the appointment of a receiver and
ahait 1s not be grounds for invalidating any action or
proceeding in connection therewith with the appointment.

Sec. 11. Section 543.4, subsections 1, 2, 4, 6, and 7,

Code 1985, are amended to read as follows:
1. When the commission is appointed as receiver under this
chapter the surety-en-the issuer of a deficiency bond or of

the-itecensee an irrevocable letter of credit pursuant to

section 543.6 shall be joined as a party defendant by the

commission, IXf required by the court, the surety issuer shall

pay the boend indemnification proceeds or so much thereof as

the court finds necessary into the court, and when so pald the
surety issuer shall be absolutely discharged from any further
liability under the bond or irrevocable letter of credit to

the extent of the payment.

2. When appointed as receiver under this chapter the
commission is authorized to give notice in the manner
specified by the court to pefsons holding warehouse receipts
or other evidence of deposit issued by the licensee to file
their claims within one hundred twenty days after the date of
appolntment . Failure to timely file a claim shall defeat the

claim with respect to the surety-boad issuer of a deficiency

bond or of an irrevocable letter of credit, grain depositors

and sellers indemnity fund created in chapter 543A, and any

commodities or proceeds from the sale of commodities, except

to the extent of any excess commodities or proceeds of sale

remaining after all timely claims are paid in full.

4. The plan of disposition, as approved by the court,
shall provide for the distribution of the stored commodities,
or the proceeds from the sale of commodities, or the proceeds
from any insurance policy, er-surety deficiency bond, or-any

cembination-thereof or irrevocable letter of credit, less
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expenses incurred by the commission in connection with the

receivership, plus the proceeds from the grain depositors and

seilers indemnity fund in a amount determined pursuant to

interests are determined. Distribution shall be without
regard to any setoff, counterclaim, or storage lien or charge.
6. The commission shati-be is entitled to reimbursement
out of commodities or proceeds held in receivership tor all
expenses incurred as court costs or in handling and disposing
of stored commodities, and for all other costs directly
attributable to the receivership. The right of reimbursement
of the commission shati-be is prior to any claims against the

commodities or proceeds of sales thereof of commodities, and

shatl-constitute constitutes a claim against the-surety a

deficiency bond of-the-iicensee or irrevocable letter of
credit. '

7. ¥n-the-event If the approved plan of disposition
requires the-sate-of-commodities;-or-the a distribution of
cash proceeds from-the-surety-bond;-or-both, the commission
shall submit to the court a proposed plan of distribution of
those proceeds. Upon such notice and hearing as may-be
required by the court, the court shall accept or modify the
proposed plan. When the plan is approved by the court and
executed by the commission, the commission shall be discharged
and the receivership terminated.

Sec. 12. Section 543.5, unnumbered paragraph 1, Code 1985,
is amended to read as follows:

The commission shall frem-time-to-time-make-such adopt
rules as 1t may-deem deems necessary for the efficient
administration of the-provistena-of this chapter, and may at
tta-discretion designate an employee or officer of the
commission to act for the commission in any details connected
with 3ueh administration, including the issuance of licenses

and approval of warehouse deficiency bonds or irrevocable

letters of credit in the name of the commission, but not

_11.-.
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including matters requiring a public hearing or suspension or
revocation of licenses.

Sec. 13. Section 543.6, subsections 4 and 5, Code 1985,
are amended to read as follows:

4. In order to receive and retain a class 1 license, the
following conditions must be satisfied:

a. The warehouse operator shall have and maintain a net
worth of at least £ifty-thousand-doilars twenty cents petx

bushel of warehouse capacity, or maintain a deficiency bond or

an irrevocable letter of credit in the amount of two thousand

dollars for each one thousand dollars or fraction thereof of
net worth deficiency. However, a person shall not be licensed
as a class 1 warehouse operator if the person has a net worth
of less than twenty-five thousand dollars. A-bond-submitted
Eor—purposes—ef—this—pafagraph“shaii—be—in—addition—tc—any
bond-otherwise-required-under-thia-chapters

b. The warehouse operator shall submit, as required by the
commission, a financial statement that is accompanied by an
unqual ified opinion based upon an audit performed by a
certified public accountant licensed in this state. However,
the commission may accept a qualification in an opinicn that
is unavoidable by any auvdit procedure that is permitted under
generally accepted accounting principles. An opinion that is
qualified because of a limited audit procedure or because the
scope of an audit is limited shall not be accepted by the
commission. Phe-warehouse-operater-may-etect;-howevers-to
submit-a-£inancial-statement-sgtiesfytng-the-requirements-of
sabsection-5;-paragraph-"b;%-in-tren-of-the-andited-£financzal
statement-specifired-tn-this-paragraph;-and-itf-a-warehouse
eperator-makes-this-election-the-commission-shati-cause-the
warehouse-operator-to-be-inapected-twice-during-each-tweive-
month-period-in-the-manner-provided-in-section-543:2<

5. In order to receive and maintain a class 2 license, the
following conditions must be satisfied:

a. The warehouse operator shall have and maintain a net

-12-
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worth of at least twenty-five-thousand-dellars twenty cents

per bushel of warehouse capacity, or maintain a deficiency

bond or an irrevocabie letter of credit in the amount of two
thousand dollars for each one thousand dollars or fraction
thereof of net worth deficiency. However, a person shall not
be licensed as a class 2 warehouse operator iLf the person has
a net worth of less than ten thousand dollars. A-bend
submttted-for-purposes-of-this-paragraph-shati-be-tn-addition
to-any-bond-otherwise-required-under-this-chapter=

b. The warehouse operator shall submit, as required by the
commission, a financial statement that 1is accompanied by the

by a certified public accountant licensed in this state that

ts-based-upon-a-review-performed-by-the-certified-pubtie

accountant. However, the commission may accept a

gyualification in an opinion that 1s unavoidable by any audit

procedure that is permitted under generally accepted .
accounting principles. An opinion that is qualified because

of a limited audit procedure or because the scope of an audit

is_limited shall not be accepted by the commission.

Sec. 1l4. Section 543.11, unnumbered paragraph 1, Code
1985, is amended to read as follows:

When the commission determines that a-bend-fiied-under-this
chapter-and-approved-by-the-commiasion;-t3;-or-has-become;
rn3uffictent-to-aecure-the-faitthful-performance-sf-the
obiigations-of-the-itecensed-warehouse-operator;-or-when-the
commission-determines-that insurance is not fully provided as
required under section 543.15, it may require the licensed
warehouse operator to provide additional bond-or-additienasl
evidence of insurance coverage so that the bend-and insurance
conform conforms with the requirements of this chapter. If
additional insurance is not provided within f£ive thirty days
after receipt by the licensee of notice by certified mail, the
license of the warehouse operator concerned shall be .

automatically suspended. If additional insurance is not filed

-13-
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within another ten days, the warehouse license shall be
automatically revoked. Ff-additronal-bend-is-net-proevided
within-thirty-days-after-receivingnoetice;-the-warehouse
ttecense-ahati-be-sunepended---if-additionat-bond-ts-not-£iled
within-ten-days-£feliowing-sugpensien;-the-warehouse-iicense
shaii-be-autematicaliy-revokeds When a license is 3se revoked,
the commission shall notify each holder of an outstanding
warehouse receipt and all known persons who have grain
retained in open storage of the revocation. The commission
shall further notify each receipt holder and all known persons
who have grain retained in open storage that the grain must be
removed from the warehouse not later than the thirtieth day
following the revocation. The notice shall be sent by
ordinary mail sent to the last known address of each person
having grain in storage as provided in this section.

Sec. 15. Section 543.11, unnumbered paragraph 2, Code
1985, is amended by striking the paragraph and inserting 1n
lieu thereof the fcllowing:

If the commission determines that the net worth of a
licensed warehouse operator is not in compliance with the
requirements of section 543.6, the commission shall issue a
notice to the warehouse operator and shall suspend the
warehouse operator's license if the warehouse operator does
not provide evidence of compliance within sixty days of the
issuance of the notice. The commission shall inspect the
warehouse at the end of the sixty-day period. If evidence of
compliance is not provided within ninety days of the issuance
of the notice, the commission shall revoke the warehouse
operator's license, and shall again inspect the warehouse. If
a license is revoked, the commission shall give notice cf the
revocaticn to each holder of an outstanding warehouse receipt
and to all known persons who have grain retained in open
storage. The revocation notice shall state that the grain
must be removed from the warehouse not later than the

thirtieth day after the issuance of the revocation notice.
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The revocation notice shall be sent by ordinary mail to the
last known address of each person having grain in storage as
provided in this section. The commission shall conduct a
firal inspection of the warehouse at the end of the thirty-day
pericd following the issuance of the revocation notice.

Sec. 16. Section 543.12, Code 1985, is amended by striking
the section and inserting in lieu therecof the following:

543.12 PARTICIPATION IN FUND REQUIRED.

A person licensed to operate a warehouse under this chapter
shall participate in and comply with the grain depositors and
sellers indemnity fund provided in chapter 543A.

Sec. L7. Section 543.13, unnumbered paragraph 1, Code
N

1985, is amended by striking the paragraph.

Sec. 18. Section 543.13, subsections 1 and 3, Code 1985,
are amended by striking the subsections and inserting in lieu

thereof the following:

1. A bond or letter of credit on agriCUltural products
other than bulk grain shall not be canceled by the issuer on

less than one hundred twenty days' notice by certified mail to
the commission and the principal.
3. When the commission receives notice from an issuer that

it has canceled the bond or irrevocable letter on agricultural

products other than bulk grain of a warehouse operator, the

commission shall automatically suspend the warehouse
operator's authorization to store or accept for storage

agricultural products other than bulﬁ_grain if a new bond or

irrevocable letter of credit is not received by the commission
within sixty days of the issuance of the notice of
cancellation. The commission shall conduct an inspection of
the licensee's warehouse immediately at the end of the sixty
day period. If a new bond or irrevocable letter of credit 1s
not provided within ninety days of the issuance of the notice
¢of cancellation, the commission shall revoke the warehouse

operator's authorization to store or accept for storage

agricultural products other than bulk grain. The commission

—15_




shall conduct a further inspection cof the licensee's warehouse
after the ninety-day period. When an authorization to store

or accept for storage agricultural products other than bulk

grain is revoked, the commission shall give notice of the
revocation to all known persons who have aﬂricultural products
other than bulk grain in storage, and shall notify them that
the agricultural products other than bulk grain must be

removed from the warehouse not later than one hundred twenty
days after the issuance of the notice of cancellation. The
10 revocation notice shall be sent by cordinazy mail to the last

11 known address of each person having agricultural products

12 other than bulk grain in storage. The commission shall cause

13 a final inspection of the licensee‘'s warehouse after the end
14 of the one hundred twenty day period.

15 Sec. 19. Section 543.14, Code 1985, is amended to read as
16 follows:

17 543.14 AECPION-ON-BEGNB NOTICE -- CLAIM.

18 Any A person injured by the breach of anmy an obligation of

19 a warehouse operator, for the performance of which a bond on

720 agricultural products other than bulk grain, a deficiency

21 bond, or an irrevocable letter of credit has been given under

— . . .
22 any of the provisions of this chapter, may sue on such the

723 bond on agricultural products other than bulk grain,

24 gggipiency bond, or irrevocable letter of credit in the

25 perscn's own name in any a court of competent jurisdiction to
26 recover any damages the person may-have has sustained by

27 reason of aueh the breach.

28 Upon revocation, termination, or cancellation of a

29 warehouse license, any a claim against the warehouse operator
30 arising under this chapter shall be made in writing with the

31 warehouse operator, and with the surety-en-the-warehouse

32 1ssuer of a bond on agricultural products other than bulk

i - ... . ]
33 grain, a deficiency bond, or of an irrevocable letter of

34 credit, and with the commission within one hundred twenty days

35 after revocation, termination, or cancellation. Failure to

-.16..
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make a timely claim shall-reiieve relieves the surety issuer

¥Q_9Q§R¥E£ﬂ§i§§ of all obligations to the claimant;-howevers;
thra-section-shati-not-be-constrned-to-reduce-the-agqgregate
Irabiitty-of-the-surety-to-other-claimants-beltow-the-face
amount-of-the-bond-then-in-effect. Upon revocation of a
warehouse license, the commission shall cause notice of such
the revocation to be published once each week for two
consecutive weeks in a newspaper of general circulation in
cach of the counties in which the licensee maintains a
business location and in a newspaper of general circulation
within the state. The notice shall state the name and address
of the warehouse operator; and the effective date of
revocation;-and-the-name-and-address-of-the-surety-on-the
warehouse-bend. The notice shall also state that any claims
against the warehouse operator shall be made in writing and
sent by ordinary mail to the warehouse operator, and to the

surety-on-the-warehouse-bond issuer of a bond on agricultural

products other than bulk grain, deficiency_ggpd, or of an

irrevocable letter of credit, and to the commission within cne

hundred twenty days after revocation, and the notice shall

state that the failure to make a timely claim does not relieve

Lhe_warchouse operator from liability to the claimant. Phe

provisions-of-this This paragraph shaii does not apply if a
receiver is appointed as provided in this chapter pursuant to
a petition which is filed by the commission prior to the
expliration of one hundred twenty days after revocation,
termination, or cancellation of the license.

Sec. 20. Section 543.15, unnumbered paragraph 1, Code
1985, 1s amended to read as follows:

All agricultural products in storage in a licensed
warehouse;-or-a-warehouse-operated-under-temporary-permit-ag
provided-in-this-chapter; and all agricultural products which
have been deposited temporarily in a licensed warehouse

pending storage or for purposes other than storage, shall be

_17_
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kept fully insured by the warehouse operator for the current
value of sueh the agricultural products against loss by fire,
inherent explosion, or windstorm. Sueh The insurance shall be
carried in an insurance company or companies authorized to do
business 1n this state, and evidence of sueh insurance
coverage in a form to be approved by the commission shall be
filed with the commission. No insurance policy shall be
canceled by the insurance company on less than £3xfteen sixty
days' notice by certified mail to the commission and the
principal unless sueh the policy is being replaced with
another policy and evidence of the new policy is filed with
the commission at the time of cancellation of the policy on
file. Sueh The insurance shall be provided by, and carried in
the name of, the warehcuse operator. Claimants against such
the insurance shaii have precedence in the following order:

Sec. 21. Section 543.17, subsection 4, Code 1985, is
amended to read as follows:

4. All bulk grain whether open storage or having been
placed on warehouse recelipt shali-be is covered by the
wvarehouse-operaterts-bond-as-required-under-the-provistons-of

this-chapter grain depositors and sellers indemnity fund

created in chapter 543A.
Sec. 22. Section 543.34, Code 1985, is amended to read as
follows:
543.34 USE-OP-PERM-UBONDEB-WAREHEHSEY DISPLAY OF LICENSE.
Upon-the-filing;-with-the-approvatl-by-the-commissten;-of-a

bondz-in-compirance-with-this-chapter;-for-the-conduet-of-a
warehouses-such-warehouse-may-be-designated-as-2bended”-but-no
warehouse-shati-be-desrgnated-as-tbonded"-and-no-name-or
description-conveying-the-impressien-that-tt-i1a-so-bondeds;
shati-be-used;-nuntess-a-bonds-as-provided-for-in-section
543-137-has-been-approved-by-the-commissieon-and-is-uncanceted
and-on-frie-with-the-commissreny~nor-untess-the-ltcense-tasued
under-thrs-chapter-for-the-econduct~of-such-warehouse-remains

tn-effeeckts Every warehouse operator's license issued under

_18_
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the-provrsions-of this chapter shall be conspicuously
displayed in the office of the warehouse for the operation of
which the license has been issued.

Sec. 23. Section 543.39, subsection 2, Code 1985, 1is
amended to read as follows:

2. At-such-time-as When the warehouse operator may-begtn
begins to use the additional facilities described in this
section, the operator must furnish-additionat-bond-acceptabie

to-the-commission have sufficient net worth under 543.6 or

provide a deficiency bond or an irrevocable letter of credit
to cover the increase in the operator's gross capacity.

Sec. 24. NEW SECTION. S543A.1 DEFINITIONS.

1. "Commission" means the Iowa state commerce commission.

2. "Depositor” means a person who deposits grain in a
warehouse for storage, handling, or shipment, or who 1s the
owner or legal holder of an outstanding warehouse receipt, or
who 1s lawfully entitled to possession of the grain.

3. "Fund" means the grain depositors and sellers
indemnification fund created in section 543A.3.

4., "Grain" means wheat, corn, oats, barley, rye, flaxseed,
field peas, soybeans, grain sorghums, spelt, and similar
agricultural products, as defined in the Grain Standards Act,
which are not contained in sacks.

5. "Licensed grain dealer" means a person who has obtained
a license to engage in the business of a grain dealer pursuant
to section 542.3,

6. "Licensed warehouse operator"” means the same as in
section S43.1.

7. "Seller" means a person who sells grain which the
person has produced or caused to be produced to a licensed
grain dealer, and includes a person who executes a credit sale
contract as a seller.

Sec. 25. NEW SECTION. 543A.2 PERSONS PARTICIPATING IN
FUND,

All licensed grain dealers and licensed warehouse operators

....19..
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shall participate in the fund. In addition, a grain warehouse
licensed under the United States Warehouse Act, 7 D.5.C. 241,
may participate in the fund and be subject to this chapter if
a cooperative agreement exists both between the federal agency
and the commission and between the federal licensee and the
commission. The agreement between the commission and the
federal licensee shall be ratified each year the federal
licensee elects to participate in the fund. A participating
federally licensed grain warehouse shall meet the minimum net
worth requirements of gection 543.6.

Sec. 26. NEW SECTION. 543A.3 GRAIN DEPOSITORS AND
SELLERS INDEMNITY FUND.

1. The grain depositors and sellers indemnity fund is

created in the state treasury. The general fund of the state
1s not liable for claims presented against the grain
depositors and sellers indemnity fund under section 543A.4.
The fund consists of a per-bushel fee remitted by licensed
grain dealers, licensed warehouse operators, and participating
federally licensed grain warehouses under this section, sums
collected by the commission by legal action on behalf of the
fund, and property or securities acquired through the use of
moneys in the fund. The moneys collected under this section
and deposited in the fund shall be used exclusively to
indemnify depositors and sellers as provided in section
543A.5.

2. All licensed grain dealers, licensed warehouse

[
L

operators, and participating federaaiy licensed warehouses

shall remit the fee determined by the commission in accordance
with section S543A.4 on:

a. All grain delivered to them by depositors or sellers
for storage, sale, or exchange.

b. Aall grain that is being stored by licensed warehouse
operators or participating federally licensed grain warehouses
who own the grain solely, jointly, or in common with others

and who are issuing a receipt for the grain.

_20_
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3. All licensed grain dealers, licensed warehouse
operators, and participating federally licensed grain
warehouses shall account for and remit moneys under subsection
2 to the commission in the manner and using the forms
prescribed by the commission.

4. All disbursements from the fund shall be paid by the
treasurer of state pursuant to vouchers authorized by the
commission.

5. All interest earned by the fees collected under this
section shall be collected by the treasurer of state and
deposited in the fund and may be used to the extent necessary
to pay the administrative costs of this chapter.

Sec. 27. NEW SECTION. 543A.4 ADJUSTMENTS TO FEE.

1. The commission shall review annually the debits of and

credits to the grain depositors and sellers indemnity fund
created in section 543A.3 and shall make any adjustments in
the fee required under that section that are necessary to
maintain the fund within the limits established under this
section. Not later than the first day of:EuLoE each year,
the commission shall determine the proposed amount of the fee
based on the expected volume of grain on which the fee is to
be collected and that is likely to be handled under this
chapter, The commission shall make any changes in the
previous year's fee in accordance with chapter 17A., The fee
> shall become effective on the following first day of July.
The fee shall not exceed one half of one cent per bushel on
all grain on which the fee is to be paid. Until adjusted or
walived by the commission pursuant to this section, the fee
shall be one-half cent per bushel.

2. If, at the end of any fiscal year, the assets of the
fund exceed eight million dollars, less any encumbered
balances or pending or unsettled claims, the fee required
under section 543A.3, subsection 2, shall be waived. However,
the commission shall reinstate the fee if the assets of the

fund, less any unencumbered balances or pending or unsettled

—.21_
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claims, are six million dollars or less.

Sec. 28. NEW SECTION. 543A.5 CLAIMS AGAINST FUND.

1. When a depositor or seller has made a demand for
settlement of an obligation concerning grain on which a fee
was required to be remitted under section 543A.3 and the
licensed grain dealer or licensed warehouse operator has
failed to honor the demand, the depositor or seller, after
providing the commission with evidence of the demand and the
dishonoring of the demand, may file a claim with the com-
mission for i1ndemnification of damages from the grain
depositors and sellers indemnity fund to be measured as
follows:

a. The commission shall establish the dollar value of the
loss incurred by a depositor holding a warehouse receipt or a
scale weight ticket for grain that the depositor delivered to
the licensed warehouse operator, and by a seller who has
delivered grain sold on a credit-sale contract to a licensed
grain dealer. The value shall be based on the average fair
market price being paid to producers by the three licensed
grain dealers nearest the warehouse operator or grain dealer
for the grain on the earlier of the date of license suspension
or the date on which the commission received notice that the
receipt, scale weight ticket, or credit-sale contract was
dishonored by the licensed warehouse operator or licensed
grain dealer. All depositors filing claims under this section
shall be bound by the value determined by the commission.

b. The dollar value of the loss incurred by a seller who
has sold grain or delivered grain for sale or exchange and who
1s a creditor of the licensed grain dealer for all ot part of
the value of the grain shall be based on the amount stated on
the obligation on the date of the sale.

2. The grain depositors and sellers indemnity fund is
liable to a depositor or seller for moneys that the depositor
or seller has not recovered through other legal and equitable

remedies for eighty percent of the loss, as determined under

-22-
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subsection 1. The aggregate amount recovered by a depositor .
or seller under all remedies shall not exceed eighty percent
of the value of the loss. If the moneys recovered by a
depositor or seller under all remedies exceed eighty percent
of the value of the loss, the depositor or seller shall
reimburse the fund in the amount that exceeds eighty percent
of the value of the loss,

3. The commission shall determine the validity of all
claims presented against the fund. A claim filed under this
section for losses on grain other than grain stored in a
warehouse operated by a licensed warehouse operator is not
valid unless the seller has made a demand for settlement of
the obligation within twelve months after the grain is priced
or delivered for sale, whichever occurs later except that if
the notice provided in section 542.12 has been given, the
seller must make the demand for settlement of the obligation
within the one hundred twenty day period. A depositor or .
seller whose claim has been refused by the commission may
appeal the refusal to either the district court of Polk county
or the district court of the county in which the depositor oc
seller resides. The commission shall provide for payment from
the fund to a depositor or seller whose claim has been found
to be wvalid.

4. If at any time the fund does not contain sufficient
assets to pay valid claims, the commission shall hold those
claims for payment until the fund again contains sufficient
assets. Claims against the fund shall be paid in the order in
which they are found to be valid. However, no claims shall be
paid before the fund initially reaches one million dollars.

5. If a depositor or seller files an action for legal or
equitable remedies in a state or federal court having
jurisdiction in those matters that includes a claim against
grain upon which the depositor or seller may file a claim
against the fund at a later date, the depositor or seller .

shall also file with the commission a copy of the action filed

~23-
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with the court. 1In the event of payment of a loss under this
section, the commission shail be subrogated to the extent of
the amount of any payments to all rights, powers, privileges,
and remedies of the depositor or seller against any person
regarding the loss. The depositor or seller shall render all
necessary assistance to aid the commission in securing the
rights granted in this section. No action or claim initiated
by a depositor or seller and pending at the time of payment
from the fund shall be compromised or settled without the
consent of the commission.

Sec. 29. NEW SECTION. 543A.6 NO OBLIGATION OF STATE.

This chapter does not imply any guarantee or obligation on

the part of the state of Iowa, or any of its agencies,
employees, or officials, either elective or appointive, in

respect of any agreement or undertaking to which this chapter

relates.
Sec. 30. Licensed grain dealers and licensed warehouse
operators shall maintain a bond in an amount as required by

the law in effect on January 1, 1986, or an irrevocable letter
of credit in the amount of the bond, until the grain dealer or
warehouse operator has qualified for a license under the
license requirements specified in this Act. The license of a
grain dealer or warehouse operator who has received notice of
the cancellation of the required bond shall not be revoked 1if
prior to revocation, the licensee satisfies the license
requirements of this Act or, if the licensee is in compliance
with the license requirements in effect on January 1, 1986,
the licensee provides an irrevocable letter of credit in the
amount of the bond to the commission. However, all licensed
grain dealers and licensed warehouse operators shall satisfy
the license requirements of this Act on or by June 30, 1986.
Failure to meet the requirements by that date shall result in
the revocation or nonrenewal of their license.

Sec. 31. Notwithstanding the provisions of section 543A.5,
the indemnity fund is liable for claims which arise after the

_24_
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effective date of this aAct but before July 1, 1986 only if the
claim is against a licensed grain dealer or licensed warehouse
operation who has complied with section 30 of this Act by
maintaining the bond or irrevocable letter of credit, by
qualifying for a license under the requirements imposed by
this Act, or by providing the irrevocable letter of credit and
meeting the January 1, 1986 license requirements. For claims
arising on or after July 1, 1986, the indemnity fund is liable
for claims against grain dealers or warehouse operators who
have satisfied the licensing requirements of this Act or
against a participating federally licensed grain warehouse who
has satisfied S43A.2.

Sec. 32. This Act, being deemed of immediate importance,
takes effect from and after its publication in the
Marshalltown Times-Republican, a newspaper published in
Marshalltown, Iowa, and in The Belle Plaine Union, a newspapet
published in Belle Plaine, Iowa.

SF 2116
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PAGE FOQUR, FEBRUARY 26, 1986 HOUSE CLIP SHEET

SENATE FILE 2116

H=31866

Amend Senate File 2116 as amended, passed, and
reprinted by the Senate, as follows:

1. Page 1, by inserting before line 1 the
following:

"Section 1. Section 542.1, subsection 3, Code
Supplement 1985, is amended to read as follows:

3. "Grain dealer" means a person who buys during
any calendar month five hundred bushels of grain or
more from the producers of the grain for purposes of
resale, milling, or processing. However, "“grain
dealer" does not include a producer of grain who 1is
buying grain for the producer's own use as seed or
feed: a person solely engaged in buying grain future
contracts on the board of trade; a person who
purchases graln only for sale in a registered feed; a
person who purchases grain for sale in a nonregistered

customer~-formula feed regulated by chapter 198, who
purchases less than a total of fifty thousand bushels
of grain annually, and who 1s also exempt as an
incidental warehouse operator under chapter 543; a
person engaged in the business of selling agricultural
seeds requlated by chapter 199; a person buying grain
only as a farm manager; an executor, administrator,
trustee, guardian, or conservator of an estate; a
bargaining agent as defined in section 542A.1; or a
custom livestock feeder."

2. Page 1, by striking lines 11 and 12, and
inserting the following:

"a. The grain dealer shall have and maintain a net
worth of at least".

3. Page 1, by striking lines l6é through 21, and
inserting the following: "net worth deficiency.
However a person”.

4. Page 2, by striking lines 8 and 9, and
inserting the following:

“c. The grain dealer shall have and maintain
current assets equal to at".

5. By striking page 2, line 29, through page 3,
line 15.

6. Page 8, by inserting after line 9 the
following:

"Sec. . Section 543.1, subsection 8, Code 1985,
is amended to read as follows:

8. "Warehouse operator" means anry a person engaged
in the business of operating or controlling a
warehouse for the storing, shipping, handling ot
processing of agricultural products, but does not
include an incidental warehouse operator.

Sec. . Section 543.1, Code 1985, is amended by
adding the following new subsection:

_l_
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NEW SUBSECTION. 23. "Incidental warehouse
operator" means a person regulated under chapter 198
whose grain storage capacity does not exceed twenty-
five thousand bushels which is used exclusively for
grain owned or grain which will be returned to the
depositor for use in a feeding operatlicn or as an
ingredient in a customer-formula feed, as defined in
section 198.1."

7. Page 19, by inserting after line 12 the
following:

"l. "Board" means the grain depositors and sellers
indemnity fund advisory board created in section
543A.4."

8. Page 19, by inserting after line 17 the
following:

"2A. "First purchaser" means a person, public or
private corporation, governmental subdivision,
association, co-operative, partnership, commercial
buyer, dealer, or processor who purchases grain from a
producer for the first time for any purpose except to
feed it to the purchaser's livestock or to manufacture
a product from the grain purchased for the purchaser's
personal consumption."”

9. Page 19, by inserting after line 28 the
following:

"6A. "Sale" or "purchase" includes but is not
limited to the pledge or other encumbrance of grain as

security for a loan extended under a federal price
support loan program. Actual delivery of the grain
occurs when the grain is pledged or otherwise
encumbered to secure the locan. The purchase price of
the grain is the principal amount of the locan extended
and the purchase invoice for the grain is the
documentation required for extension of the loan.

10. By striking page 20, line 16 through page 21,
line 12 and inserting the following: "depositcrs and
sellers indemnity fund under section 543A.6. The fund
consists of a per-bushel fee deducted from the
purchase price of grain at the time of sale, an annual
fee charged to and remitted by licensed grain dealers,
licensed warehouse operators, and participating
federally licensed grain warehouses under this
section, sums collected by the commission by legal
action on behalf of the furnd, and property cr
securities acquired through the use of moneys in the
fund. The moneys collected under this section and
deposited in the fund shall be used exclusively to
indemnify depositors and sellers as provided in
section S543A.6.

2. The per-bughel fee shall ne deducted by the
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first purchaser from the purchase price of grain at
the time of sale. The first purchaser shall forward
the per-bushel fee to the commission in the manner and
using the forms prescribed by the commission. If the
per-bushel fee has not been forwarded to the
commission by the date required by the commission, the
first purchaser is subject to a late penalty of one
hundred dollars per day for each day the first
purchaser fails to forward the fee. It is a simple
misdemeanor for a person to withhold the per-bushel
fee for more than sixty days after the date required
by the commission, and it i1s a simple misdemeanor for
a person to willfully render or furnish a false or
fraudulent report, statement, or record required by
the commission. The first purchaser will show the
total amount of the per-bushel fee on the purchase
invoice. The per-bushel fee shall be collected only
once on each bushel of grain.

3. a. All licensed grain dealers, licensed
warehouse operators, and participating federally
licensed grain warehouses shall annually remit a fee
to be deposited into the fund which is determined as
follows:

(1) For class 1 grain dealers, five hundred
dollars.

(2) For class 2 grain dealers, two hundred fifty
dollars.

(3) For warehouse operators or participating
federally licensed grain warehouses:

{a) For intended storage of bulk grain in any
guantity less than twenty thousand bushels, forty-two
dollars plus seven dollars for each two thousand
bushels or fraction thereof in excess of twelve
thousand bushels.

(b) For intended storage of bulk grain in any
guantity not less than twenty thousand bushels and not
more than fifty thousand bushels, seventy dollars plus
four and a half dollars for each three thcusand
bushels or fraction thereof in excess of twenty
thousand bushels.

{c) For intended storage of bulk grain in any
gquantity not less than fifty thousand bushels and not
more than seventy thousand bushels, one hundred
fifteen dollars plus four and a half dollars for each
four thousand bushels or fraction thereof in excess of
fifty thousand bushels,

(d) PFor intended storage of bulk grain in any
gquantity not less than seventy thousand bushels, one
hundred thirty-seven and a half dollars plus two and
three-quarters dollars for each five thousand bushels




PACE SEVEN, FEBRUARY 26, 1986 HOUSE CLIP SHEET

H-5166
rage Four
1 or fraction thereof in excess of seventy thousand
2 bushels.
3 b. Payment of the required amount shall be made
4 before the grain dealer's or warehouse operator's
S license is renewed, or before the participating
6 federal licensee's agreement with the commission is
7 ratified.
8 4. For one year after the effective date of this
9 Act, all licensed grain dealers, licensed warehouse
10 operators, and participating federally licensed grain
11 warehouses shall pay a fee equal to twice the fee
12 scheduled pursuant to subsection 3. A person who
13 applies for a grain dealer's or warehouse operator's
14 license or a federal licensee who elects to
15 participate in the fund after one year from the
16 effective date of this Act, and who has not previously
17 paid the double fee, shall pay that amount before the
18 license 1s issued or the agreement is ratified.
19 5. All disbursements from the fund shall be paid
20 by the treasurer of state pursuant to vouchers
21 authorized by the commission.
122 6. All interest earned by the fees collected under
23 this section shall be collected by the treasurer of
24 state and deposited in the fund and may be used to the
25 extent necessary to pay the administrative costs of
26 this chapter.

27 Sec. 27. NEW SECTION. 543A.4 ADVISORY BOARD.

28 The grain depositors and sellers indemnity fund

29 advisory bcard is established toc advise the commission
30 on matters relating to the fund and to perform the

31 duties provided it in this chapter. The board is

32 composed of the secretary of the department of

33 agriculture or a designee who shall serve as

34 president; the director of the department of insurance
35 or a designee who shall serve as secretary; the state
36 treasurer or a designee who shall serve as treasurer;
37 and two representatives of the grain industry

38 appointed by the governor, subject to confirmation by
-39 the senate, selected from a list of six nominations

40 made by the secretary of agriculture. The term of

41 membership of the grain industry representatives is

42 three years, and the representatives are eligible for
43 reappeointment. The grain industry representatives are
44 entitled to forty dollars per diem for each day spent
45 1in the performance of the duties of the board, plus

46 actual expenses incurred in the performance of those
47 duties. Three members of the board constitute a

48 quorum, and the affirmative vote of three members is
49 necessary for any action taken by the board, except

50 that a lesser number may adjourn a meeting. A vacancy
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in the membership of the board does not impair the
rights of a quorum to exercise all the rights and
perform all the duties of the bocard."

11. Page 21, line 13, by striking the figure
"543A.4" and inserting the ficure "S543A.5".

12. Page 21, line 14, by striking the word
"commission” and inserting the word "board".

13. Page 21, by striking lines 17 through 29 and
inserting the following: "the per-bushel fee required
under section 543A.3, subsection 2, and the dealer-
warehouse fee required under section S5S43A.3,
subsection 3 that are necessary to maintain the fund
within the limits established under this section. Not
later than the first day of May of each year, the
board shall determine the proposed amount of the per-
bushel fee based on the expected volume of grain on
which the fee i1s to be collected and that is likely to
be handled under this chapter. The per-bushel fee and
the dealer-warehouse fee shall be adjusted on a pro
rata basis. The board shall make any changes in the
previous year's fees in accordance with chapter 1l7A.
Changes in the fees shall become effective on the
following first day of July. The per-bushel fee shall
not exceed one-half cent per bushel on soybeans and

b one-quarter cent per bushel on all other grains on

» which the fee is to be paid. Until the per-bushel fee
is adjusted or waived as provided in this section, the
per-bushel fee on soybeans is one-half cent, and is
one-quarter cent on all other grains on which the fee
is paid."

14. Page 21, line 32, by inserting before the
word "fee" the word "per-bushel".

15. By striking page 21, line 33, through page
22, line 1, and inserting the following: “under
section 543A.3, subsection 2, and the dealer-warehouse
fee required under section S43A.3, subsection 3, shall
be waived until the board reinstates the fees on a pro
rata basis to maintain the liquidity of the fund."

16. Page 22, line 2, by striking the figure
"543A.5" and inserting the figure "S43A.6".

17. Page 22, line 26, by striking the word
“commission" and inserting the word “"board".

18. Page 22, line 33, by striking the word
"moneys" and inserting the following: "a loss
incurred on or after July 1, 1986".

19. By striking page 22, line 35, through page
23, line 7, and inserting the following: “remedies as
follows:

a. For claims against a person who is both a li-
censed grain dealer and either a licensed warehouse
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1 operator or a participating federally licensed grain
2 warehouse, one hundred percent of the loss, but not
3 more than one hundred thousand dollars per claimant,
4 except that a claim based on a loss under a credit
5 sale contract is payable only as provided in paragraph
6 llcll. .
7 b. For claims against a person who is either a 1li-
8 censed warehouse operator or a participating federally
9 licensed grain warehouse, one hundred percent of the
10 loss, but not more than one hundred thousand dollars
11 per claimant.
see 12 c. For claims against a person who is a licensed
13 grain dealer and all claims based on a loss under a
14 credit-sale contract, eighty-five percent of the loss,
15 but not more than eighty-five thousand dollars.
16 The aggregate amount recovered by a depositor or
17 seller under all remedies shall not exceed one hundred
18 percent of the value of the loss. If the moneys
19 recovered by a depositor or seller under all remedies
20 exceed one hundred percent of the value of the loss,
21 the depositor or seller shall reimburse the fund in
22 the amount that exceeds the value of the loss.”

23 20. Page 23, line 8, by striking the word

24 "commission" and inserting the word "board".

25 21. Page 23, line 18, by striking the word

26 "commission" and inserting the word "board".

27 22. Page 23, lines 28 and 29, by striking the

28 words "However, no claims shall be paid before the
29 fund initially reaches one million dollars."

30 23. Page 24, line 11, by striking the figure

31 "S43A.6" and inserting the figure "543A.7".

32 24. Page 24, line 31, by striking the word "June"
33 and inserting the word "September".

34 25. By striking page 24, line 35, through page

35 25, line 1, and inserting the following: "the
36 indemnity fund is liable for claims which arise on or
37 after July 1, 1986 but before October 1, 1986 only if
38 the".
39 26. Page 25, line 8, by striking the word "June"
40 and inserting the word "October".
$45741 27. Page 25, by striking lines 13 through 17 and
$45+42 inserting the following:
43 "Sec. . The amendments in this Act to section
44 542.3, subsection 4, paragraph "b"; section 542.3,
45 subsection 5, paragraph "b"; section 542.9, unnumbered
46 paragraph 1l; section 543.2; section 543.6, subsection
47 4, paragraph "b"; and section 543.6, subsection 5,
48 paragraph "b" are effective July 1, 1987."

H~-5166 FILED FEBRUARY 25, 1986 BY COMMITTEE ON AGRICULTURE
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. FISCAL NOTE
RTOURSTED BY REPRESENTATIVE KOENIGS

In compliance with a written request received February 27, 1986, 2 fiscal note for HOUSE
AMENDMENT 5166 TO SENATE FILE 2118 is hereby subrnitted pursuant to Joint Rule 17. Data
used in developing this fiscal note are available from the Llegislative Fiscal Bureau to

members of tha Legislature upon request.

O

HOUSE AMENDOMENT 5166 TO SENATE FILE 2116 changes the fee on grain sold from one-half cent
per bushel for all grains to one-half cent per bushel on soybeans and ons-quarier cent per
bushel on other grains. The amendment also imposes fees, to be deposited in the indamnity
fund, cn grain dealers and licensed grain warehouses. The annual fee required of grain
dealers is 3500 for Class | licensees and $250 for Class ll licensees. The fee schedule
for licensed grain warehouses is based upon storage capacity. In the first year, grain
dealers and licensed warehouses must pay an amount aquivelant to double the normai fee that
would be required. A five member advisory board is also established.

ASSUMPTIONS

1. Estimated Annual Indemnity Fund Receipts:

In First In Subsequent
Year Years

Fee receipts on grain sold $3,714,2000 $3.714.2000
Fee receipts on grain dealers 1,615,500.0 507.750.0
Fee receipts on licensed warehouses 597,481.5 298,740.7

TOTAL $5,327,1815 $4.520,690.7

NOTE: The estimates for receipts on grain sold are derived from seven-year
averages of annual production and estimates of percentage sold obtained from the
lowa Crop and Livestock Reporting Service. It was not possible to account for the
amount of grain in storage that would not be subject to a fee under this bill
until time of sale. The estimates for fee receipts from grain dealers and
licensed warehouses were calculated by the Commerce Commission.

The bill states that interest earned by the indemnity fund may bs used 10 pay thsa
administrative costs incurred. The amount of interest generated from the indemnity
fund in FY 1987 can not be estimated. In subsequent years, the interest generated
depends on the balance in the fund and the going interest rate For FY 19886,
the estimated average monthly earnings rate on the Treasurer's pooled funds is 8%.
With a conservative estimate of earnings at 6% and assuming annual indemnity
fund receipts of $4,520,691, the generated interast would be $271.241.

The FY 1986 budget for the Grain Warehouse Division of the Commerce Commission
is assumed for current law in FY 1987 and FY 1988.

Additional staff and support wiil be required in FY 1987 and FY 1988. The additional
staff include 3 Grain Dealer/Warehouse Examiners and 2 Accounting Technicians.
In FY 1987, support costs include one-time expenditures for office equipment and vehiclas,
in addition to the on-going costs of otfice supplies and travei.

' FISCAL EFFECT

The Commerce Commission estimates that administrative costs will total $182.000 in FY 1987,
The amount of interest generated from the indemnity fund 1o cover thesa costs can no! be

-1~
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estimated. In FY 1988, assuming sufficient interest is earned, the increased cost of
$148,000 will be covered by interest funds.
(dollars in thousands)
F.Y. 1987 F.Y. 1988
Current Proposed Increase / Current  Proposed Increase /
Law Law (Decrease) Law Law _(Decrease)
REVENUE
General Fund $ 1,047 § 1,047 $ 0 $ 1,047 § 1,047 $ 0
Fund interest 0 0 0 0 271 271
TOTAL $ 1,047 § 1,047 3 0 S 1,047 § 1,318 § 271
EXPENDITURES
Salaries 3 814 § 918 $ 104 3 814 § 918 $ 104
(FTE's) { 34.0) ( 39.0) ( 5.0) ( 34.0) ( 39.0) { 5.0
Support 233 311 78 233 276 43
TOTAL $ 1,047 $ 1,229 % 182 $ 1,047 § 1,184 § 147
NET EFFECT $ c s (182) $ (182) $ 0 $ 124 124
SOURCE: Commerce Commission

Treasurer’'s Office
towa Crop and Llivestock Reporting Service

1986 BY DENNIS PROUTY,

FILED MARCH 20,

(LSB 8114S.2, RLB)

FISCAL DIRECTOR
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amend H-5166 to Senate File 2116 as follows:

1. Page 1, by inserting after line 39 the
following:

“ . Ppage 4, line 33, by striking the word
“thirty"” and inserting the words “thirty sixty".

. Page 5, line 1, by striking the word
"thirty" and inserting the words "thirty six y".

. Page 5, line 6, by striking the words
"thirty-day" and inserting the words "thirty-day
sixty-day“."

3. bPage 1, by inserting before line 40 the
following:

» . Ppage 5, by inserting after line 7 the
following:

"Sec. . Section 542.3, Code Supplement 1985, is
amended by adding the following new subsection:

NEW SUBSECTION. 8. A deficiency bond or
irrevocable letter of credit £iled with the commission
pursuant to this section shall not be canceled by the
issuer on less than one hundred twenty days' notice by
certified mail to the commissioner and the
principal.""

3. Page 2, by inserting after line 8 the
following:

“ . Page 13, by inserting after line 20 the
following:

“Sec. . Section 543.6, Code 1985, is amended by
adding the following new subsection:

NEW SUBSECTION. 8. A deficiency bond or
irrevocable letter of credit filed with the commission
pursuant to this section shall not be canceled by the
insurer on less than one hundred twenty days' notice
by certified mail to the commission and the
principal.""

3. Page 2, by inserting before line 9 the
focllowing:

" . Page 15, by striking lines 17 through 20
and inserting the following:

"1. A warehouse operator who stores only
agricultural products other than bulk grain shall have
and maintain a net worth of at least ten percent of
the value of the warehouse capacity, or maintain a
deficiency bond or an irrevocable letter of credit in
the amount of two thousand dollars for each one
thousand dollars or fraction thereof of net worth
deficiency. However, a person shall not be eligible
for a license to store only agricultural products
other than bulk grain if the person has a net worth of
less than ten thousand dollars.”

. Page 15, by striking lines Z1 and 22 and

_l_
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inserting the following:

"3. A bond, deficiency bond, or irrevocable letter
of credit on agricultural products other than bulk
grain shall not be canceled by the issuer on less than
one hundred twenty days' notice by certified mail to
the commission and the principal. When the commission
receives notice from an issuer that it has canceled
the bond, deficiency bond, or irrevocable letter of
credit on agricultural®,

____« Page 15, line 26, by inserting after the
word "bond" the words ", deficiency bond,".

__ _+ Page 15, line 31, by inserting after the
word "bond" the words ", deficiency bond,"."

5. Page 2, by inserting before line 9 the
following:

" Page 16, line 34, by inserting after the

word "and" the words ", if the ¢laim relates to bulk

grain,".
. Page 17, line 2, by inserting after the word

"and” the words ", if the claim relates to bulk
grain,".

6. Page 2, by inserting before line 9 the
following:

" . Page 18, by inserting after line 22 the
foliowing:

"Sec. . Section 543.18, subsection 3, Code
1985, i1s amended to read as follows:

3. A statement that the recelipt is issued subject
to the Iowa bonded warehouse Act and the rules and
regulations prescribed thereunder pursuant to the
Act . "o
7. Page 2, by striking lines 11 and 12 and
inserting the following:

"1, "Board" means the Iowa grain indemnity board
created 1n section".

8. Page 2, by inserting after line 23 the
foilowing:

" . Page 19, by striking line 23 and inserting
the words "but does not include agricultural products
other than bulk grain.""

9. Page 2, line 44, by striking the words
"property or"” and inserting the words "interest,
property, or".

10. Page 2, line 49, by inserting after the
figure "S543A.6" the words "and to pay the
administrative costs of this chapter”.

11. Page 4, by striking lines 22 through 26 and
inserting the following:

"6. The administrative costs of this chapter shall
be paid from the fund after approval of the costs by

the boarg."
- 12. Page 4, by striking lines 28 and 29 and
.nserting the following:

"The lowa grain indemnity board is established to
advise the cogﬁission“.

H-5227 FILED MARCH 3, 1986 BY KOENIGS of Mitchell
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Amend the amendment H-5166 to Senate File 2116 as
amended, passed, and reprinted by the Serate as
follows:

1. Page l, by inserting after iLine 33 the
following:

* . By striking page 1, line 35, through page
2, lire 7, and inserting the following: “commission.
The grain dealer may elect, however, to submit a
financial statement satisfying-the-regutrements-of
sebsectton-Sy-paragraph-2by% that is accompanied by
the report of a certified public accountant licensed
in this state that is based upon a review performec by
the certified public accountant in lieu of the audited
financial statement specified in this paragraph, and
if a grain dealer makes this election the commission
shall cause the grain dealer to be inspected not less
than twice during each twelve-month pericd, but not
more than five times in a twenty-four month period
without good cause, in the manner provided in section
542.9. In addition, the commission shall cause a
grain dealer who makes this election to submit to two
grain inventory inspections per license year,
conducted by qrain warehouse lnventory inspectors who
are not employees of the commission but who are
approved and certified by the commission to conduct
the grain inventory inspections. The results of the
grain inventory inspections shall be forwarded to the
commission in the form and manner provided by the .
commission by rule.""”

2. Page 1, by inserting after line 39 the
following:

" . Page 4, line S, by inserting after the word
"commission." the following: "The grain dealer may
elect, however, to submit a financial statement that
is accompanied by the report of a certified public
accountant licensed in this state that is based upon a
review performed by the certified public accountant in
lieu of the audited financial statement specified in
this paragraph, and if a grain dealer makes this
election the commission shall cause the grain dealer
to be inspected not less than twice during each
twelve-month period, but not more than five times in a
twenty-four month period without good cause, in the
manner provided in section 542.9. In addition, the
commission shall cause a grain dealer who makes this
election to submit to two grain inventory inspections
per license year, conducted by grain warehouse
inventory lnspectors who are not employees of the
commission but who are approved and certified by the
commission to conduct the grain inventory inspections.

-1~
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The results cf the grain inventory inspections shall
oe forwarcded to the ceommissicn in the form and manner
proevided by the commission bv rule.™"

3. Page i, by inserting before line 40 :the
following:

. Page 7, by inserting after line 9 the
following:

"NEW SUBSECTION. 8. A licensed grain dealer
purchasing grain by credit sale contract shall at all
times maintain grain, rights in grain, proceeds from
the sale of grain, or a combiration therecf totaling
at least eight-five percent of the dealer's cbligation
for grain purchased by credit sale contract. The
required amount shall be evidenced or represented by
one or more of the folleowing:

a. Grain actuaily held py the dealer in ilicensed
storage facilicies.

b. Rights in grain evidenced or represented by one
or more of the following:

(1) A warehouse receipt issued by a warehouse
licensed under chapter 543 or under the United States
Warehouse Act, or by other decumentation acceptable as
evidence of 1nventory under the United States
Warehouse Act.

(2) Evidence of grain forwarded to another
warehouse under provisions of 543.39.

¢. Sufficient proceeds from and of the grain
evidenced or represented by one or more of the
following:

{1y Cash.on hand or cash held on account in
federally or state chartered financial institutions.

{2) Short term investments held in time accounts
with federally or state chartered financial
institutions.

(3) Balances on graln margin accounts.

(4) Credit sales contracts for grain shipped to a
processor, terminal, or recognized grain merchandising
entity, less any payment or advance that has been
recelved provided that the price term of the contract
remains open.

(5) Other evidence or proceeds from or of grain
acceptable to the commission, including an irrevocable
letter of credit.

For the purpose of computing the dollar value of
inventories and credit sale obligations, the value of
grain shall be figured at the then current market.

A grain dealer shall keep records of price later
obligations and evidence of grain, richts in grain and
the proceeds from or of grain so as to clearly
indicate compliance with the requirementz of this
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subsection.

4. Page 2, by inserting after line 8 the
following:

" . Page 8, line 18, by striking the word "The"
and 1nserting the follcowing: "®he Except as provided
in section 543.6, the".

. Page 12, by striking lines 26 through 32 and
inserting the following: "commission. The warehouse
operator may elect, however, to submit a financial

statement sattsfying-the-requirements-of-aubsection-57

marageaph-%bhst that is accompanied by the report of a
certified public accountant licensed 1n this state

that is based upon a review performed by the certified

public accecuntant 1n lieu of the audited financial
statement specifiled in this paragraph, and if a

warehouse operator makes this election the commissicn

shall cause the warehouse to be inspected not less
than twice during each twelve-month period, but not
more than five times in a twenty-four month period
without good cause, in the manner provided in section
542.9. In addition, the commission shall cause a
warehouse operator who makes-this election to submit
to two graln inventory inspections per license year,
conducted by grain warehouse inventory inspectors who
are not employees of the commission but who are

q‘gpproved and certified by the commission to conduct

the grain 1nventory inspections. The results of the
grain inventory inspections shall be forwarded to the
commission in the form and manner provided by the
commission by rule.® o - -

___ . Page 13, line 20, by inserting after the
word "commission." the following: "The warehouse
operator may elect, however, to submit a financial
statement that is accompanied by the report of a
certified public accountant licensed in this state

that 1s based upon a review performed by the certified

public accountant in lieu of the audited financial
statement specified in this paragraph, and if a
warehouse operator makes this election the commission
shall cause the warehouse to be i1nspected not less
than twice during each twelve-month period, but nct
more than five times 1n a twenty-four month period
without good cause, in the manner provided in section

543.2. In addition, the commission shall cause a
warehouse operator who makes this election to submit
EO two graln inventory inspections per license year,
conducted by grain warehouse inventory inspectors who

are not employees of the commission but who are
approved and certified by the commission to conduct
the grain inventory inspections. The results of the
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grain inventory inspections shall be forwarded to th
commission in the form and manner provided by tre
commirssicn by rule.”” ]
‘ 5. ‘Page 6, by striking lines 41 through 48 and
inserting the following:

Page 25, by striking lines i3 ~hrough 17.

O U o L B

H-5459 FI%ED MARCH 18, 1986 B8Y KOENIGS of Mitchell
{

ahaj 3oy L 1ol )]

-

SENATE FILE 2116
H-5323
L amend amendment H-5166 to Senate File 2116 as
2 amended, passed and reprinted by the Senate as
3 follows:
1 1. Page 4., by striking line 39 and inserting the
5 following: "the senate, Oné of whom shall be a
6 representative of grain depositors and sellers and one
7 of whom shall be a representative of grain dealers and
8

warehouse operators, each of whom shall be selected

9 from a list of three nominations”.
H~-5323 FILED MARCH 12, 1986 BY KOENIGS of Mitchell
O deptid 3/2.’(3,/055“

et

SENATE FILE 2116

H-5449

1 amend the amendment H-5166, to Senate file 2116 as
5 amended, passed, and reprinted by the Senate as

3 follows:

4 1. Page S5, by inserting after line 40 the

s following:

6 " . Page 22, lire 13, py striking the word

7 "commission” and inserting the word “board”.

H-5449 FILED MARCH 18, 1986 BY KOENIGS of Mitchell
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Amend the amendment B-5166 to Senate File 2116 as
amended, passed, and reprinted by the Senate as
follows:

1. Page 1, by inserting after line 33 the
following:

" . By striking page 1, line 35, through page
2, 1line 7, and inserting the following: “commission,
The grain dealer may elect, however, to submit a
financial statement satisfying-the-requirements-of
subseection-5;-paragraph-%b;® that is accompanied by
the report of a certified public accountant licensed
in this state that 1s based upon a review performed by
the certified public accountant in lieu of the audited
financial statement specified 1in this paragraph, and
if a grain dealer makes this election the commission
shall cause the grain dealer to be inspected not less
than twice during each twelve-month period, but not
more than five times in a twenty-four month period
without good cause, in the manner provided in section
542.9. In addition, the commission shall cause a
grain dealer who makes this election to submit to two
grain inventory inspections per license year,
conducted by graln warehouse inventory inspectors who
are not employees of the commission but who are
approved and certified by the commissiorn to conduct
the grain inventory inspections. The results of the
grain inventory inspections shall be forwarded to the
commission in the form and manner provided by the
commission by rule.""

2. Page 1, by 1inserting after line 39 the
following:

" . Page 4, line 5, by inserting after the word
"commission." the following: "The grain dealer may
elect, however, to submit a financial statement that
1s accompanied by the report of a certified public
accountant licensed in this state that is based upon a
review performed by the certified public accountant in
lieu of the audited financlial statement specified in
this paragraph, and if a grain dealer makes this
election the commission shall cause the grain dealer
to be inspected not less than twice during each
twelve-month period, but not more than five times in a
twenty-four month pericd without good cause, 1n the
manner provided 1in section 542.9. In addition, the
commission shall cause a grain dealer who makes this
election to submit to two grain inventory inspections
per license year, conducted by grain warehouse
inventory inspectors who are not employees of the
commission but who are approved and certified by the
commission to conduct the grain inventory inspections,

wn
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1 The results of the grain ianventory inspections shal:l
2 be forwarded toc the commission 1a the form and manner
3 providec by the commission by rule. "

I 3. Page 1, by inserting before line 40 the

* 5 following:

6 " . Page 7, by inrserting after line 9 the

7 following:

8 Sec. . Section 542..5, Code Supplement 1385, is
9 azmended by adding the following new subsection:

10 NEW SUBSECTION. 8, A licensed grain dealer
11 purchasing grain by credit sale contract shall at all
12 times maintain grain, rights in grain, proceecs from
13 the sale of grain, or a combination thereof totaling
~4 at least eighty-five percent of the dealer's

15 obligation for grain purchased by credit sale

16 contract. The reqguired amount shall be evidenced or
17 represented by one or more of the following:

18 a. Grain actually held by the dealer in licensed
19 storage facilities.
20 b. Rights in grain evidenced or represented by one
21 or more of the following:

22 (1) A warehouse receipt issued by a warehouse

23 licensed under chapter 543 or under the United States
24 Warehouse Act, or by other documentation acceptable as
25 evidence of inventory under the United States

26 Warehouse Act,

27 {2) Evidence of grain forwarded to another

28 warehouse under provisions of 543,39.

29 c. Sufficient proceeds from and of the grain

30 evicdenced or represented by one or more of the

J1 following:

32 {l) Cash on hand or cash held on account in
33 federalily or state chartered financial institutions.
34 {2) Short term invesiments held in time &ccounts

35 with federally or state chartered financial
36 institutions,

7 (3) Balances on grain margin accounts.

38 (4) Credit sales contracts for grain shipped to a
3% processor, terminal, or recognized grain merchandising
entity, less any payment or advance that has been
received provided that the price term of the contract
remains open.

{5) Other evidence or proceeds from or of grain
acceptable to the commission, inciuding an irrevocable
ietter of credit.

46 For the purpose of computing the dollar value of

47 inventorles and credit sale obligations, the value of
48 grain shall be figured at the then current market.

49 A grain dealer shail keep reccrds of credit sale

>0 obligations and evidence of grain, rights in grain and

o O B NG I P |
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the proceeds from or of grain so as to clearly
indicate compliance with the requirements of this

Sugs_e’_c,_t_iﬂn . "nn

4. Page 2, by inserting after line 8 the
following:

“ . Page 8, line 18, by striking the word "The"
and inserting the following: "®he Except as provided
in section 543.6, the".

____ . Page 12, by striking lines 26 through 32 and
inserting the following: ‘“commission. The warehouse
operator may elect, however, to submit a financial
statement satisfying-the-requirements-of-subseection-57
paragraph-*bs;¥ that is accompanied by the report of a
certified public accountant licensed in this state
that 1s based upon a review performed by the certified
public accountant :in lieu of the audited financial
statement specified in this paragraph, and if a
warehouse operator makes this election the commission
shall cause the warehouse eoperator to be inspected
twice during each twelve-month period, in the manner
provided in section 543.2. In addition, the
commission shall cause a warehouse operator who makes
this election to submit to two grain inventory
inspections per license year, conducted by grain
warehouse 1nventory inspectors who are not empioyees
of the commission but who are approved and certified
by the commission to conduct the grain inventory
inspections. The results of the grain inventory
inspections shall be forwarded to the commission in
the form and manner provided by the commission by
rule."”

____ . Page 13, line 20, by inserting after the
word "commission." the following: "The warehouse
operator may elect, however, to submit a financial
statement that is accompanied by the report of a
certified public accountant licensed in this state
that is based upon a review performed by the certified
public accountant in lieu cf the audited financial
statement specified in this paragraph, and i1f a
warehouse operator makes this election the commission
shall cause the warehouse to be inspected twice durlng
each twelve-month period, in the manner provided in
section 543.2. In additicon, the commission shall
cause a warehouse operator who makes this election to
submit to two grain inventory inspections per license
year, conducted by grain warehouse inventory
inspectors who are not employees of the commissicn but
who are approved and certified by the commission to
conduct the grain inventory inspections. The results
of the grain inventory inspections shall be forwarded
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to the commission in the form and manner provided by
the commission by rule.""

2
3
4
5
6
7
8
9
H-
A

5. Page 6, by striking lines 41 through 48 and
inserting the following:
" . Page 25, by striking lines 13 through 17.
. Title page, line 2, by inserting after the
word "requirements," the word "and".
. Title page, line 3, by striking the words ",
and providing an effective date"."

5484 }LED MARCH 20, 1986 BY KOENIGS of Mitchell
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Amend Senate File 2116 as amended, passed, and
reprinted by the Senate as follows:

1. Page 1, by inserting before line 1 the
following:

"Section 1. Section 542.1, subsection 3, Code
Supplement 1985, is amended to read as follows:

3. "Grain dealer" means a person who buys during
any calendar month five-hundred one thousand bushels
of grain or more from the producers of the grain for
10 purposes ot resale, milling, or processing. However,
11 "grain dealer" does not include a producer of grain
12 who is buying grain for the producer's own use as seed
13 or feed; a person solely engaged- in buying grain
14 future contracts on the board of trade; a person who
15 purchases grain only for sale in a registered feed; a
16 person engaged in the business of selling agricultural
17 seeds regulated by chapter 199; a person buyling grain
18 only as a farm manager; an executor, administrator,

19 trustee, guardian, or conservator of an estate; a

20 bargaining agent as defined in section 542A.1; a truck
21 grain dealer as defined in 542B.1; or a custom

22 livestock feeder."

NelNo BN Rie s NG o BV o N PU R N I

23 2. Page 8, by inserting after line 9 the

24 following:

25 "Sec. . NEW SECTION. ©542B.1 DEFINITIONS.
26 As used in this chapter, unless the context

27 otherwise requires:

28 1. "Commission" means the Iowa state commerce
29 commission.

30 2. "Grain" means any grain for which the United

31 States department of agriculture has established

32 standards including, but not limited to, corn, wheat,
33 oats, soybeans, rye, barley, grain sorghum, flaxseeds,
34 sunflower seed, spelt [emmer] and field peas.

35 3. "Truck grain dealer" means a person who buys

36 during any calendar month one thousand bushels of

37 grain or more from the producers of the grain for

38 purposes of resale, milling, or processing, and whose
39 grain dealing facilities and equipment are not

40 principally stationary.

41 4, "Producer" means the owner, tenant, or operator
42 of land in this state who has an interest in and

43 receives all or a part of proceeds from the sale of

44 grain produced on that land.

45 5. "Credit-sale contract" means a contract for the
46 sale of grain pursuant to which the sale price is to
47 be paid more than thirty days after the delivery of

48 the grain to the buyer, and includes but is not

49 limited to those contracts commonly referred to as

50 deferred payment contracts, deferred pricing

-1-
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contracts, and price-later contracts. ,

Sec. . NEW SECTION., 542B.2 DUTIES AND POWERS
OF THE COMMISSION.

The commission may exercise general supervision
over the business operations of truck grain dealers.
The supervisory and regulatory powers authorized by
this chapter shall be the responsibility of the
warehouse division of the commission. The commission
may inspect or cause to be inspected any truck dealer
operating in this state and may require the filing of
reports pertaining to the operation of the dealer's
business. The commission shall adopt rules to provide
for the efficient administration and regulation of the
provisions of this chapter, and may designate an
employee of the commission to act for the commission
in any details connected with such administration,
including the issuance of licenses and approval of
truck grain dealers' bonds in the name of the
commission.

Sec. . NEW SECTION. 542B.3 LICENSE REQUIRED -
- FINANCIAL RESPONSIBILITY.

1. A person shall not engage in the business of a
truck grain dealer in this state without having
obtained a license issued by the commission.

2. The type of license required shall be
determined as follows:

a. A class 1 license is required if the truck
grain dealer purchases any grain by credit-sale
contract, or if the value of grain purchased by the
truck grain dealer from producers during the truck
grain dealer's previous fiscal year exceeds five
hundred thousand dollars. Any other truck grain
dealer may elect to be licensed as a class 1 truck
grain dealer.

b. A class 2 license is required for any truck
grain dealer not holding a class 1 license. A class 2
licensee whose purchases from producers during a
fiscal year exceed a limit of five hundred thousand
dollars in value shall file within thirty days of the
date the limit is reached a complete application for a
class 1 license. If a class 1 license is denied, the
person immediately shall cease doing business as a
truck grain dealer.

3. An application for a license to engage in
business as a truck grain dealer shall be filed with
the commission and shall be in a form prescribed by
the commission. The application shall include the
name of the applicant, its principal officers if the
applicant is a corporation or the active members of a
partnership if the applicant is a partnership and the
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2
3
4
5
6
7
8
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

6
27

28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

location of the principal office or place of business
of the applicant. A separate license shall be
required for each location at which records are
maintained for transactions of the truck grain dealer.
The application shall be accompanied by a complete
financial statement of the applicant setting forth the
assets, liabilities and the net worth of the
applicant. The financial statement must be prepared
according to generally accepted accounting principles.
Assets shall be shown at original cost less
depreciation. Upon a written request filed with the
commission, the commission or a designated employee
may allow asset valuations in accordance with a
competent appraisal. Unpriced contracts shall be
shown as a liability and valued at the applicable
current market price of grain as of the date the
financial statement is prepared.

4. 1In order to receive and retain a class 1
license the following conditions must be satisfied:

a. The truck grain dealer shall have and maintain
a net worth of at least fifty thousand dollars, or
maintain a bond or irrevocable letter of credit in the
amount of two thousand dollars for each one thousand
dollars or fraction thereof of net worth deficiency.
However, a person shall not be licensed as a class 1
truck grain dealer if the person has a net worth of
less than twenty-five thousand dollars. A bond or
irrevocable letter of credit submitted for purposes of
this paragraph shall be in addition to any bond or
irrevocable letter of credit otherwise required under
this chapter.

b. The truck grain dealer shall submit, as
required by the commission, a financial statement that
is accompanied by an unqualified opinion based upon an
audit performed by a certified public accountant
licensed in this state. However, the commission may
accept a qualification in an opinion that is
unavoidable by any audit procedure that is permitted
under generally accepted accounting principles. An
opinion that is qualified because of a limited audit
procedure or because the scope of an audit is limited
shall not be accepted by the commission. The truck
grain dealer may elect, however, to submit a financial
statement satisfying the requirements of subsection 5,
paragraph "b," in lieu of the audited financial
statement specified in this paragraph, and if a truck
grain dealer makes this election the commission shall
cause the truck grain dealer to be inspected not less
than twice during each twelve-month period, but not
more than five times in a twenty-four month period
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without good cause, in the manner provided in section
542B.9.

€. The truck grain dealer shall have and maintain
current assets equal to at least ninety percent of
current liabilities or provide bond under the
following conditions:

(1) A truck grain dealer with current assets equal
to at least forty-five percent of current liabilities
may provide a bond or irrevocable letter of credit of
two thousand dollars for each one thousand dollars or
fraction of one thousand dollars of current assets
that the truck grain dealer 1s lacking to meet the
minimum requirement. However, the bond or irrevocable
letter of credit shall not be used for longer than six
consecutive months in a twelve-month period.

(2) A truck grain dealer with current assets equal
to less than forty-five percent of current liabilities
may provide a bond or irrevocable letter of credit of
two thousand dollars for each one thousand dollars or
fraction of one thousand dollars of current assets
that the truck grain dealer is lacking to meet the
minimum requirement. However, the bond or irrevocable
letter of credit shall not be used for longer than
thirty consecutive days in a twelve-month period.

A bond or irrevocable letter of credit submitted
for purposes of this paragraph shall be in addition to
any other bond or irrevocable letter of credit \
permitted or required under this chapter.

5. In order to receive and retain a class 2
license the following conditions must be satisfied:

a. The truck grain dealer shall have and maintain
a net worth of at least twenty-five thousand dollars,
or maintain a bond or irrevocable letter of credit in
the amount of two thousand dollars for each one
thousand dollars or fraction thereof of net
deficiency. However, a person shall not be licensed
as a class 2 truck grain dealer if the person has a
net worth of less than ten thousand dollars. A bond
or irrevocable letter of credit submitted for purposes
of this paragraph shall be in addition to any bond or
irrevocable letter of credit otherwise required under
this chapter.

b. The truck grain dealer shall submit, as
required by the commission, a financial statement that
is accompanied by the report of a certified public
accountant licensed in this state that is based upon a
review performed by the certified public accountant.

c. The truck grain dealer shall have and maintain
current assets equal to at least ninety percent of
current liabilities or provide bhond under the
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following conditions:

(1) A truck grain dealer with current assets equal
to at least forty-five percent of current liabilities
may provide a bond or irrevocable letter of credit of
two thousand dollars for each one thousand dollars or
fraction of one thousand dollars of current assets
that the truck grain dealer is lacking to meet the
minimum requirement. However, the bond or irrevocable
letter of credit shall not be used for longer than six
consecutive months in a twelve-month period.

(2) A truck grain dealer with current assets equal
to less than forty-five percent of current liabilities
may provide a bond or irrevocable letter of credit of
two thousand dollars for each one thousand dollars or
fraction of one thousand dollars of current assets
that the truck grain dealer is lacking to meet the
minimum requirement. However, the bond or irrevocable
letter of credit shall not be used for longer than
thirty consecutive days in a twelve-month period.

A bond or irrevocable letter of credit submitted
for purposes of this paragraph shall be in addition to
any other bond or irrevocable letter of credit
permitted or required under this chapter.

6. The commission shall adopt rules relating to
the form and time of filing of financial statements.
The commission may require additional information or
verification with respect to the financial resources
of the applicant and the applicant's ability to pay
producers for grain purchased from them.

7. a. When the net worth or current ratio of a
licensee in good standing is less than that required
by this section, the truck grain dealer shall correct
the deficiency or file the necessary additional bond
or irrevocable letter of credit within thirty days of
written notice by the commission. Unless the
deficiency is corrected or the additional bond or
irrevocable letter of credit is filed within thirty
days, the truck grain dealer license shall be
suspended.

b. If the commission finds that the welfare of
grain producers reguires emergency action, and
incorporates a finding to that effect in its order,
immediate suspension of the license may be ordered
notwithstanding the thirty-day period otherwise
allowed by paragraph "a" of this subsection.

Sec. . NEW SECTION. 542B.4 BOND REQUIRED.

An applicant for a license to operate as a truck
grain dealer shall, as a condition to the granting of
the license, file with the commission a bond or
irrevocable letter of credit payable to the state of
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lowa issued by a surety approved by the commission
conditioned that the applicant will pay the purchase
price of any grain to the producer; provided that the
aggregate liability of the surety to such persons
shall in no event exceed the sum of such bond or
irrevocable letter of credit. The bond or irrevocable
letter of credit for each class 1 license shall be in
the penal sum of fifty thousand dollars. The bond or
irrevocable letter of credit for each class 2 license
shall be in the penal sum of twenty-five thousand
dollars. One bond or irrevocable letter of credit,
cumulative as to minimum requirements, shall be
required where a person has more than one license, but
in no event shall the total amount of security
required by this section exceed three hundred thousand
dollars for a class 1 licensee, or one hundred fifty
thousand dollars for a class 2 licensee. No bond or
irrevocable letter of credit shall be canceled by a
surety before at least sixty days' notice by certified
mail to the commission and the truck grain dealer.

The liability of the surety shall cover purchases made
by the truck grain dealer during the time the bond or
irrevocable letter of credit is in force. A truck
grain dealer's bond or irrevocable letter of credit
filed with this commission shall be in continuous
force until canceled by the surety. The liability of
the surety on any bond or irrevocable letter of credit
required by the provisions of this chapter shall not
accumulate for each successive license period during
which the bond or irrevocable letter of credit is in
force.

Sec. . NEW SECTION. 542B.5 LICENSE.

Upon the filing of the application and compliance
with the terms and conditions of this chapter and
rules of the commission, the commission shall issue a
license to the applicant. The license shall terminate
on the thirtieth of June of each year. A truck grain
dealer's license may be renewed annually by the filing
of a renewal fee and a renewal application on a form
prescribed by the commission. An application for
renewal shall be received by the commission before the
thirtieth of June. A truck grain dealer license which
has terminated may be reinstated by the commission
upon receipt of a proper renewal application, the
renewal fee, and the reinstatement fee as provided in
section 542B.6 if filed within thirty days from the
date of termination of the truck grain dealer license.
The commission may cancel a license upon request of
the licensee unless a complaint or information is
filed against the licensee alleging a violation of a
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provision of this chapter.

If an applicant has had a license under chapter
542, 542An, 542B, or 543 revoked for cause within the
past three years, or has been convicted of a felony
involving violations of chapter 542, 542A, 542B, or

543, or is owned or controlled by a person who has had

a license so revoked or who has been so convicted, the
commission may deny a license to the applicant.

Sec. . NEW SECTION. 542B.6 FEES.

The commission shall charge the following fees for
deposit in the general fund:

1. For the issuance or renewal of a license for a
truck grain dealer and for any inspection of a truck
grain dealer, the fee shall be determined on the basis
of dollar volume of all grain purchased the previous
calendar year as follows:

a. If the total purchased is one hundred thousand
dollars or less, the license fee is forty dollars and
the inspection fee is fifty dollars.

b. If the total purchased is more than one hundred
thousand dollars, but not more than seven hundred
fifty thousand dollars, the license fee is seventy
dollars and the inspection fee is seventy-five
dollars.

c. If the total purchased is more than seven
hundred fifty thousand dollars, but not more than one
million five hundred thousand dollars, the license fee
is one hundred dollars and the inspection fee is one
hundred fifteen dollars.

d. If the total purchased is more than one million
five hundred thousand dollars, but not more than three
million dollars, the license fee is one hundred
seventy-five dollars and the inspection fee is one
hundred fifty dollars.

e. If the total purchased is more than three
million dollars, but not more than four million seven
hundred fifty thousand dollars, the license fee is
three hundred dollars and the inspection fee is one
hundred eighty-five dollars.

f. If the total purchased is more than four
million seven hundred fifty thousand dollars, but not
more than nine million five hundred thousand dollars,
the license fee is four hundred twenty-five dollars
and the inspection fee is two hundred twenty-five
dellars.

g. If the total purchased is more than nine
million five hundred thousand dollars, the license fee
is five hundred seventy-five dollars and the
inspection fee is two hundred sixty-five dollars.

If the applicant did not purchase grain the
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previous calendar year, the applicant will pay the fee
specified in paragraph "a". If during the license
period the total grain actually purchased exceeds one
hundred thousand dollars, the licensee shall notify
the commission and the license and inspection fee
shall be adjusted accordingly. Subsequent adjustments
shall be made as necessary. An applicant may elect
licensing in any category of this subsection. New
licenses issued for less than a full year shall be
prorated from the date of application.

2. For an amendment to a license, the fee is ten
dollars.

3. For a duplicate license, the fee is five
dollars.

4. For reinstatement of a license the fee is fifty
dollars.

Sec. . NEW SECTION. 542B.7 POSTING OF
LICENSE.

The truck grain dealer's license shall be posted in
a conspicuous location in the place of business. A
truck grain dealer's license 1is not transferable.

Sec. . NEW SECTION. 542B.8 PAYMENT,.

A person licensed as a truck grain dealer shall pay
the purchase price to the owner or the owner's agent
for grain upon delivery or demand of the owner or
agent, but not later than thirty days after delivery
by the owner or agent unless 1in accordance with the
terms of a credit-sale contract that satisfies the
requirements of this chapter.

As used in this section, "delivery" means the
transfer of title to and possession of grain by the
seller to the truck grain dealer or to another person
in accordance with the agreement of the seller and the
truck grain dealer; and "payment" means the actual
payment or tender of payment by the truck grain dealer
to the seller of the agreed purchase price, or in the
case of disputes as to sales of grain, the undisputed
portion of the purchase price without reduction for
any separate claim of the truck grain dealer against
the seller.

Sec. . NEW SECTION. 542B.9 INSPECTION OF
PREMISES, BOOKS, AND RECORDS.

The commission may inspect the premises used by any
truck grain dealer in the conduct of the dealer's
business at any time, and the books, accounts, records
and papers of every truck grain dealer which pertain
to grain purchases are subject to inspection by the
commission during ordinary business hours. The
commission shall cause the business premises and
books, accounts, records and papers of every truck
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grain dealer to be inspected not less than once during
each twelve-month period, but not more than three
times 1n a twenty-four month period without good
cause. However, 1f a class 1 truck grain dealer
elects to submit the unaudited financial statement
under section 542B.3, subsection 4, paragraph “"b," the
commission shall cause the truck grain dealer to be
inspected not less than twice during each twelve-month
perioé, but not more than five times in a twenty-four
month period without good cause. The transporter of
grain in transit shall possess bills of lading or
cther documents covering the grain, and shall present
them to any law enforcement officer or to a perscn
designated as an enforcement officer under section
$42B.12 on demand. If there is good cause to believe
that a person 1s engaged without a license in the
business of a truck grain dealer in this state, the
commission may inspect the books, papers, and records
of the person wnich pertain to grain purchases.

If the truck grain deaier does not maintain a place
of business in this state, the commission is not
required tc inspect the business premises of the trucx
grain dealer, and the truck grain dealer shall submit
all books, records and papers relating tc grain
transactions occurring within this state to the
commission for purposes of an inspecticn requireé or
permitted under this section at any reasonable time
and place, including the offices of the c¢ommissicon
during regular business hours, as ordered by the
comnission or the director of the warehouse division.

Sec. . NEW SECTION. 542B.10 SUSPENSION OR
REVOCATION OF LICENSE.

The commissicon may after hearing and upon
information being filed with the c¢ommission by the
head of the warehouse division of the commission or
upon complaint filed by any person, suspend or revokxe
the license of any person licensed under this chapter
for the violation c¢f or failure to comply with the
provisicns of this chapter or any rule acdopted under
this chapter. An information or a verified¢ complaint
stating the grounds for suspension or revocation snall
be filed with the commission in triplicate. The
commission shall notify the licensee of the complaint
and furnish the licensee with a copy of the
information or the compiaint and a copy ©of the order
of the commission fixing the time for a hearing, which
time shall be at least five days from the date of
notification. If the commission determines that the
public good reguires immedlate action, the commission
may, upchn the filing of the information or the
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1 complaint and without hearing, temporarily suspend a
2 license pending the determination by it of the

3 complaint. Judicial review of the actions of the

4 commission may be sought in accordance with the terms
5 of the Iowa administrative procedure Act.
6
7
8
9

The commission may revoke a truck grain dealer's
license upon information without hearing if a truck
grain dealer fails to have sufficient security on file
with the commission, or if a truck grain dealer fails

10 to submit to inspection.

11 Sec. . NEW SECTION. 542B.11 PENALTIES --
12 INJUNCTIONS.
13 1. A person who knowingly submits false

14 information to or knowingly withholds information from
15 the commission or any of its employees when required
16 to be submitted or maintained under this chapter,
17 commits a fraudulent practice.
18 2. A person who engages in business as a truck
19 grain dealer without obtaining a license, or who
20 refuses to permit inspection of licensed premises, or
21 books, accounts, records, or other documents required
22 by this chapter, or who uses a scale ticket, or
23 credit-sale contract that fails to satisfy
24 requirements established by the commission commits a
25 serious misdemeanor, except that a person who commits
26 any of these offenses after having been found guilty
27 of the same offense commits an aggravated misdemeanor.
28 3. Except as provided in subsections 1 and 2, a
¢ 29 person who violates any provision of this chapter
30 commits a simple misdemeanor. With respect to a
31 continuing violation, each day that the violation
32 continues is a separate offense.
33 4. A violation of this chapter, or a violation of
34 chapter 714 or 715 involving the business of a truck
35 grain dealer, may be restrained by an injunction in an
36 action brought by the commerce commission.
37 Sec. . NEW SECTION. 542B.12 CLAIMS -- NOTICE.
38 Upon revocation, termination, or cancellation of a
39 truck grain dealer license, any claim for the purchase
40 price of grain against the truck grain dealer shall be
41 made in writing and filed with the truck grain dealer
42 and with the surety on the truck grain dealer bond or
43 irrevocable letter of credit within one hundred twenty
44 days after revocation, termination or cancellation.
45 Failure to make this timely claim shall relieve the
46 surety of all obligations to the claimant. However,
47 this section shall not be construed to reduce below
48 the face amount of the bond or irrevocable letter of
49 credit then in effect the aggregate liability of the
50 surety to other claimants.

_10..
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Upon revocation of & truck grain dealer license,
the commission shall cause notice of such revocat:on
tc be published once each week for twe consecutive
weeks in a newspaper of general circulation within the
srate of Iowa and in a newspaper of general
circulation within the county of the truck grain
dealer's principal place of business when that
dealer's principal place of business is located in the
state of Iowa. The notice shall state the name and
address of the truck grain dealer, the effective date
of revocation, and the name and address of the surety
on the truck grain dealer bond or irrevocable letter
of credit. The notice shall also state that ary claims
against the truck grain dealer shall be made in
writing and sent by ordinary mail or delivered
personaily within one hundred twenty days after
revocation to the truck grain dealer and the surety on
the truck grain dealer bond or irrevocable letter of
credit.

Sec. . NEW SECTION. 542B.13 ENFORCEMENT
OFFICERS.

mhe commission may designate by resolution certain
of its employees in the warehouse division to be
enforcement officers. Each person so designated shail
have the authority of a peace officer to make arrests
for violations of this chapter.

Sec. . NEW SECTION. 542B.14 NO OBLIGATION OF
STATE.

Nothing in this chapter shall be construed to imply
any guarantee or obligation on the part of the state
nf Iowa, or any of its agencies, employees oOr
officials, either elective or appointive, in respect
to any agreement or undertaking to which the
provisicns of this chapter relate.

Sec. . NEW SECTION. 542B.1S5 CREDIT-SALE
CONTRACTS.

1. A truck grain dealer shall not purchase grain

a credit-sale contract except as provided in this
cticn.,
2. A truck grain dealer shall give written notice
the commission prior to engaging in the purchase of
ain by credit-sale contracts. Notice shall be on
orme provided by the commission. The notice shall
ontain information reguired by the commission.

3. All creéitr-saie contract forms in the
pocsession of a truck grain dealer shall have been
permanently and censecutively numbered at the time
printing of the forms. A truck grain dealer shall
maintain an accurate record of all credit-sale
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The reccrd shall include the disposition of each
numbered form, whether by execution, destruction, or
otherwise.

4. A truck grain dealer who purchases grain by
credit-sale contracts shall maintain books, records
and other documents as required by the commission to
establish compliance with this section.

5. In addition to other information as may be
required, a credit-sale contract shall contain or
provide for all of the following:

The seller's name and address.

The conditions of delivery.

The amount and kind of grain delivered.

The price per bushel or basis of value.

. The date payment 1is to be made.

The duration of the credit-sale contract, which
shall not exceed twelve months from the date the
contract is executed.

6. Title to all grain sold by a credit-sale
contract is in the purchasing dealer as of the time
the contract is executed, unless the contract provides
otherwise. The contract must be signed by both
parties and executed in duplicate. One copy shall be
retained by the truck grain dealer and one copy shall
be delivered to the seller. Upon revocation,
termination, or cancellation of a truck grain dealer
license, the payment date for all credit-sale
contracts shall be advanced to a date not later than
thirty days after the effective date of the
revocation, termination, or cancellation, and the
purchase price for all unpriced grain shall be
determined as of the effective date of revocation,
termination, or cancellation in accordance with all
other provisions of the contract. However, if the
business of the truck grain dealer is sold to another
licensed grain dealer or licensed truck grain dealer,
credit-sale contracts may be assigned to the purchaser
of the business.

7. A truck grain dealer shall not purchase grain
on credit during any time period in which the truck
dealer's current assets are less than forty-five
percent of current liabilities.

Sec. . NEW SECTION. 542B.16 CONFIDENTIALITY
OF RECORDS.

Notwithstanding chapter 22, all financial
statements of truck grain dealers under this chapter
shall be kept confidential by the commission and its
agents and employees and are not subject to disclosure
except as follows:

1. Upon waiver by the licensee.
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1

2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
Y 6

@
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

50

2. In actions or administrative proceedings
commenced under this chapter or chapter 543,

3. When required by subpoena or court order.

4. Disclosure to law enforcement agencies in
regard to the detection and prosecution of public
offenses.

5. When released to a bonding company approved by
the commission, or released to the United States
department of agriculture or any of 1ts divisions.

6. Where released at the request of the Iowa board
of accountancy for licensee review and discipline in
accordance with chapters 116 and 258A and subject to
the confidentiality requirements of section 258A.6.

Sec. . NEW SECTION., 542B.17 STANDARDIZATION
OF RECORDS AND DOCUMENTS.

1. The commission may adopt rules specifying the
form, content and use of scale tickets, and credit-
sale contracts. All scale ticket forms in the
possession of a truck grain dealer shall have been
permanently and consecutively numbered at the time of
printing. A truck grain dealer shall maintain an
accurate record of all scale ticket numbers. The
record shall include the disposition of each numbered
form, whether issued, destroyed, or otherwise disposed
of.

2. A licensed truck grain dealer shall keep
complete and accurate records of all grain
transactions. Records for the previous six years
shall be made available for inspection by the
commission.

Sec. . NEW SECTION. 542B.18 SHRINKAGE
ADJUSTMENTS --DISCLOSURES -- PENALTIES.

1. A person who, in connection with the receipt of
corn.or soybeans for storage, processing, or sale,
adjusts the scale weight of the grain to compensate
for the moisture content of the grain shall compute
the amount of the adjustment by multiplying the scale
weight of the grain by that factor which results in a
rate of adjustment of one and eighteen hundredths
percent of weight per one percent of moisture content.
The use of any rate of weight adjustment for moisture
content other than the one prescribed by this
subsection is a fraudulent practice. The person shall
post on the business premises in a conspicuous place
notice of the rate of adjustment for moisture content
that is prescribed by this subsection. Failure to
make this disclosure is a simple misdemeanor.

2. A person who, in connection with the receipt of
grain for storage, processing or sale, adjusts the
guantity <f the grain received to compensate for

_13..
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losses to be incurred during the handling, processing,
or storage of the grain shall post on the business
premises in a conspicuous place notice of the rate of
adjustment to be made for this shrinkage. Failure to
make the reqguired disclosure is a simple misdemeanor.

3. A person who adjusts the scale weight of corn
or soybeans both for moisture content and for
handling, processing, or storage losses may combine
the two adjustment factors into a single factor and
may use this resulting factor to compute the amount of
weight adjustment in connection with storage,
processing, or sale transactions, provided that the
person shall post on the business préemises in a
conspicuous place a notice that discloses the moisture
shrinkage factor prescribed by subsection 1, the
handling shrinkace factor to be imposed, and the
single factor that results from combining these
factors. Failure to make the required disclosure is a
simple misdemeanor."

1-5522 FILED MARCH 21, 1986 BY DE GROOT of Lyon
o 327 ({}7. /057

SENATE FILE 2116
5512

Amend amendment H-5166 to Senate File 2116 as

follows:
1. Page 1, line 18, by striking the word "fifty"
and inserting the words "one hundred"”.

H_

1

2 amended, passed, and reprinted by the Senate as
3

4

5

H—5512/FILED MARCH 21, 1986 BY DE GROOT of Lyon
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SENATE FILE 2116
5529

Amend amendment H-5166 to Senacte File 2116 as
amended, passed and reprintecd by the Senate as
follows:

l. Page 1, by inserting before line &0 the
folliowing: ‘

" . Page 5, by inserting after line 7 the
following:

"Sec. . Section 542.3, Code Supplement 1385, is
amended by adding the following new subsection:

NEW SUBSECTION, 8. A deficiency bond or
irrevocabie letter of credit filed with the commission
pursuant to this section shall not be canceled by the
issuer on less than ninety days' notice by certified
malil to the commissioner and the principal.""

2. Page 2, by inserting after line 8 the
foliowing:

" . Page 13, by inserting after line 20 the
following:

"Sec. . Section 543.6, Code 1985, is amended by
adding the following new subsection:

NEW SUBSECTION. 8. A deficiency bond or
irrevocable letter of credit filed with the commission
pursuant to this section shall not be canceled by the
issuer on less than one hundred twenty days' notice by
certified mail to the commission and the principal.”

___. Ppage 13, line 23, by inserting before the
word "When" the figure "1,"

. Page 14, line 15, by striking the word
"section"” and inserting the words "section
subsection".

. Page 14, line 19, by 1inserting before the
word "If" the figure "2."

___- Page 14, line 24, by striking the word
"sixty" and inserting the word "thirty".

___. Page 14, line 26, by striking the word
"sixty-day" and inserting the word "thirty-day".

. Page 14, line 27, by striking the word
"ninety" and inserting the word "sixty".

____. Page 15, line 3, by striking the word
"section" and inserting the word "subsection".

____. Page 15, by inserting after line 5 the
following:

"3. When the commission receives notice that a
deficiency bond or irrevocable letter of credit 1is
being canceled by the issuer, and determines that upon
the cancellation the warehouse operation will not be
in compliance with section 543.6, the commission shall
suspend the warehouse operator's license if a new
deficiency bond or irrevocable letter of credit is not
received by the commission within sixty cays of

f¥al

-1-




i receipt by the commisison of the notice of

2 cancellation., If a new deficiency bond or irre

3 lecter of credit is not received Dy the ccmmiss

4 within thirty days Coliowing suspension, the warehkouse
5 operator's license shall be revoked. When a license

6 is revoked, the commission shail notify each nolder of
7
8
9

<\

jocable
ion

an outstanding warehouse receipt and all known persons
who have grain retained in open storage of the
fevocation, and shall further notify each receipt

10 holder and 2ll known persons who have grain retained

11l in open storage that the grain must be removed from

12 the warehouse not later than the thirtieth day

13 following revocation. The notice shall be sent by

14 ordinary mail to the last known address of each person

15 having grain in storage as provided in this

16 subsection, "™

H-5529 FILED MARCH 24, 1986 BY KOENIGS of Mitchell
(!:L?,A.C-" J’Z?? (? Pk
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Amend the amendment H-5166 to Senate File 2116 as
amendecd, passed, and reprinted by the Senate as
follows:

1. Page 1, by inserting after line 33 the
following:

" . By striking page 1, line 33, through page
2, line 7, and inserting the following: ‘“commission.
The grain dealer may elect, however, to submit a
financial statement sattsfying-the-requirements-of
subsection-5S;-paragraph-4b7% that is accompanied by
the report of a certified public accountant licensed
in this state that 1s based upon a review performed by
the certified public accountant in lieu of the audited
financial statement specified in this paragraph, and
1f a grain dealer makes this election the commission
shall cause the grain dealer to be inspected not less
than twice during each twelve-month period, but not
more than five times in a twenty-four month period
without good cause, in the manner provided in section
542.9. In addition, the commission shall cause a
grain dealer who makes this election to submit to the
commission, in a form and manner prescribed by the

commission, an interim financial statement no less
than once in every three calendar month period.""

2. Page 1, by inserting after line 3% the
following:

" . Page 4, line 5, by inserting after the word
"commission." the following: "The grain dealer may
elect, however, to submit a financial statement that
is accompanied by the report of a certified public
accountant licensed in this state that 13 based upon a
review performed by the certified public accountant 1in
lieu of the audited financial statement specified in
this paragraph, and if a grain dealer makes this

election the commission shall cause the grain dealer
to be i1nspected not less than twice during each
twelve-month period, but not more than five times in a
twenty-four month period without good cause, in the
manner provided in section 542.9. 1In addition, the
commission shall cause a grain dealer who makes this
election to submit to the commission, in a form and
manner prescribed by the commission, an interim

financial statement no less than once in every three
calendar month period.""

3. Page 2, by inserting after line 8 the
following:

" . Page 8, line 18, by striking the word "The"
and Inserting the following: "%he Except as provided
in section 543.6, the".

. Page 12, by striking lines 26 through 32 and

_l_
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inserting the following: "commission. The warehouse
operator may elect, however, to submit a financial
statement satisfying-the-requirements—-of-subsection-57
paragraph—!b;% that is accompanied by the report of a
certified public accountant licensed in this state
that is based upon a review performed by the certified
public accountant in lieu of the audited financial
statement specified in this paragraph, and if a
warehouse operator makes this election the commission
shall cause the warehouse operater to be inspected not
less than twice during each twelve-month period, but
not more than five times in a twenty-four month period
without good cause, in the manner provided in section
543.2. 1In addition, the commission shall cause a
warehouse operator who makes this election to submit
to the commission, in a form and manner prescribed by
the commission, an interim financial statement no less
than once in every three calendar month period."

- Page 13, line 20, by inserting after the
word "commission." the following: "The warehouse
operator may elect, however, to submit a financial
statement that is accompanied by the report of a
certified public accountant licensed in this state
that is based upon a review performed by the certified
public accountant in lieu of the audited financial ‘ l

statement specified in this paragraph, and if a
warehouse operator makes this election the commission
shall cause the warehouse to be inspected not less
than twice during each twelve-month period, but not
more than five times in a twenty-four month period
without good cause, in the manner provided in section
543.2. In addition, the commission shall cause a
warehouse operator who makes this election to submit
to the commission, in a form and manner prescribed by
the commission, an interim financial statement no less
than once in every three calendar month period.""

4. Page 2, by striking lines 14 through 23.

38

39
40
41
42
43
44
45
46
47
48
49

5. Page 2, by inserting after line 34 the
following:

" . Page 19, by inserting after line 32 the
following:

"8. "Storage" means that grain has been received
and has come under care, custody or control of a
warehouse operator either for the depositor for which
a contract of purchase has not been negotiated or for
the warehouse operator operating the facility, and
includes grain received for which the actual sale
price is not fixed and proper documentation made or
payment made.""

50

6. Page 2, lines 38 and 39, by striking the words
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"deducted from the purchase price of grain at the time
of sale™.

7. By striking page 2, line 50 through page 3,
line 18, and inserting the following:

“2. All licensed grain dealers, licensed warehouse
operateors, and participating federally licensed
warehouses shall remit, in the manner prescribed by
the commission, the per-bushel fee determined in
accordance with section 543A.4 on all grain sold to
them by depositors or sellers. However, the per-
bushel fee shall be collected only once on each bushel
of grain."

8. Page 5, by striking lines 24 and 25 and
inserting the following: '"not exceed one-guarter cent
per bushel on soybeans and one-tenth cent per bushel
cn all other grains on".

8. Page 5, by striking lines 28 and 29 and
inserting the following: "per-bushel fee on soybeans
is one-quarter cent, and is one-tenth cent on all
other grains on which the fee".

10. Page 5, by inserting after line 30 the
following:

“ . Page 21, line 31, by striking the word
"eight™ and inserting the word "six"."“

IT. By striking page 5, line 49 through page 6,
line 15, and inserting the following:

"a. For claims regarding grain dealer
transactions, eighty-five percent of the loss, but not
more than one hundred thousand dollars per claimant.

b. For claims regarding storage transactions, one
hundred percent of the loss, but not more than one
hundred thousand dollars per claimant."”

BY PELLETT of Cass
HARBOR of Mills
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SENATE FILE 2116

H-5563

1 amend amendment H-5166 to Senate File 2116 as
2 amended, passed and reprinted by the Senate as

3 follows: .

4 1. Page 1, line 8, by striking the words "five
5 hundred" and inserting the words “"five-hundred one
6 thousand”.

7 2. Page 1, line 25, by inserting after the figure

B

8 “S42A.1;" the following: "a truck grain dealer as
9 defined in 542B.1;".

H-5563 FILED MARCH 27, 1986 BY DE GROOT of Lyon
DIVISION A AND DIVISION B - W}THDRAWNQyJanJofT)

SENATE FILE 2116

H

1 Amend Senate File 2116 as amended, passed and

2 reprinted by the Senate as follows:

3 1. Title page, line 3, by inserting after the word
4 "fund™ the following: ", and providing a penalty”.
H-5577 FILED MARCH 27, 1986 BY KREMER of Buchanan
ADOPTED BY UNANTMOUS CONSENT (#./257)
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SENATE FILE 2116
5520

Amend Senate File 2116 as amended, passed, and
reprinted by the Senate, as follows:

1. Page 1, by inserting before line 1 the
following:

"Section 1. Section 542.1, subsection 3, Code
Supplement 1985, is amended to read as follows:

3. "Grain dealer" means a person who buys during
any calendar month five hundred bushels of grain or
more from the producers of the grain for purposes of
resale, milling, or processing. However, "grain
dealer" does not include a producer of grain who is
buying grain for the producer's own use as seed or
feed; a person solely engaged in buying grain future
contracts on the board of trade; a person who
purchases grain only for sale in a registered feed; a
person who purchases grain for sale in a nonregistered
customer-formula feed requlated by chapter 198, who
purchases less than a total of fifty thousand bushels
of grain annually, and who 1s also exempt as an
incidental warehouse operator under chapter 543; a
person engaged in the business of selling agricultural
seeds regulated by chapter 199; a person buying grain
only as a farm manager; an executor, administrator,
trustee, guardian, or conservator of an estate; a
bargaining agent as defined in section 542A.1; or a
custom livestcck feeder.”

2. Page 1, by striking lines 11 and 12, and
inserting the following:

"a. The grain dealer shall have and maintain a net
worth of at least”.

3. Page 1, by striking lines 16 through 21, and
inserting the following: "net worth deficliency.
However a person”.

4. By striking page 1, line 35, through page 2,
line 7, and inserting the following: "commission.

The grain dealer may elect, however, to submit a
financial statement satisfying-the-requicements-of
subsection-5S;-paragraph-4p;% that is accompanied by
the report of a certified public accountant licensed
In this state that is based upon a review performed by
the certified public accountant in lieu of the audited
financial statement specified in this paragraph, and
if a grain dealer makes this election the commission
shall cause the grain dealer to be inspected not less
than twice during each twelve-month period, but not
more than five times in a twenty-four month period
without good cause, in the manner provided in section
542.9., In addition, the commission shall cause a
grain dealer who makes this election to submit to the
commission, 1n a form and manner prescribed by the
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commission, an interim financial statement no less S o .
than once in every three calendar month period.” '

5. Page 2, by striking lines 8 and 9, and
inserting the following:

"¢. The grain dealer shall have and maintain
current assets egual to at™.

6. By striking page 2, line 29, through page 3,
line 15.

7. Page 4, line S5, by inserting after the word
"commission." the following: "The grain dealer may
elect, however, to submit a financial statement that
is accompanied by the report of a certified public
accountant licensed 1n this state that is based upon a
review performed by the certified public accountant in
lieu of the audited financial statement specified in
this paragraph, and i1f a grain dealer makes this
election the commission shall cause the grain dealer
to be inspected not less than twice during each
twelve-month perlod, but not more than five times in a
twenty-four month period without good cause, 1n the
manner provided in section 542.9. In addition, the
commission shall cause a grain dealer who makes this
election to submit to the commission, in a form and
manner prescribed by the commission, an lnterim

financial statement no less than once in every three -
calendar month period.” . .
8. Page S5, by inserting after line 7 the 4
following:
“Sec. . Section 542.3, Code Supplement 1985, 1is

amended by adding the following new subsection:

NEW SUBSECTION. 8. A deficiency bond or
irrevocable letter of credit filed with the commission
pursuant to this section shall not be canceled by the
issuer on less than ninety days' notice by certified
mail to the commissioner and the principal.”

9. Page 7, by inserting after line 9 the
following:

"Sec. . Section 542.15, Code Supplement 1985,
is amended by adding the following new subsection:

NEW SUBSECTION. 8, A licensed grain dealer
purchasing grain by credit sale contract shall at all
times maintain grain, rights in grain, proceeds from
the sale of grain, or a combination thereof totaling
at least eighty-five percent of the dealer's
obligation for grain purchased by credit sale
contract. The required amount shall be evidenced or
represented by one or more of the following:

a. Grain actually held by the dealer in licensed
storage facilities.

b. Rights in grain evidenced or represented by one .
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or more of the following:

(1} A warehouse receipt issued by a warehouse
licensed under chapter 543 or under the United States
Warehouse Act, or by other documentation acceptable as
evidence of inventory under the United States
Warehouse Act.

(2} Evidence of grain forwarded to another
warehouse under provisions of 543.39.

c. Sufficient proceeds from and of the grain
evidenced or represented by one or more of the
following:

(1} Cash on hand or cash held on account in
federally or state chartered financial institutions.

{2) Short term investments held in time accounts
with federally or state chartered financial
institutions.

{3) Balances on grain margin accounts.

(4} Credit sales contracts for grain shipped to a
processor, terminal, or recognized grain merchandising
entity, less any payment or advance that has been
received provided that the price term of the contract
remains open.

(5) Other evidence or proceeds from or of grain
acceptable to the commission, including an irrevocable
letter of credit. _

For the purpose of computing the dollar value of
inventories and credit sale obligations, the value of
grain shall be fiqured at the then current market.

A grain dealer shall keep records of credit sale
obligations and evidence of grain, rights in grain and
the proceeds from or of grain so as to clearly
indicate compliance with the requirements of this
subsection.”

10. Page 8, by inserting after line 9 the
following:

"Sec. ___ . Section 543.1, subsection 8, Code 1985,
is amended to read as follows:

8. "Warehouse operator”" means any a person engaged
in the business of operating or controlling a
warehouse for the storing, shipping, handling or
processing of agricultural products, but does not
include an incidental warehouse operator.

Sec. . Section 543.1, Code 1985, is amended by
adding the following new subsection:

NEW SUBSECTION. 23. "Incidental warehouse
operator" means a person regulated under chapter 168
whose grain storage capacity does not exceed twenty-
five thousand bushels which 1s used exclusively for
grain owned or grain which will be returned to the
depositor for use in a feeding operation or as an
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1 ingredient in a customer-formula feed, as defined in .
2 section 198.1."

3 11. Page 8, line 18, by striking the word "The"

4 and inserting the following: “$he Except as provided
5 in section 543.6, the".
6
7
8
9

12. Page 12, by striking lines 26 through 32 and
inserting the following: "commission. The warehouse
operator may elect, however, to submit a financial
statement satisfying-the-requirements-of-subsection-57

10 paragraph-"b7* that is accompanied by the report of a
11 certified public accountant licensed in this state

12 that 1s based upon a review performed by the certified
13 public accountant in lieu of the audited financial

14 statement specified in this paragraph, and if a

15 warehouse operator makes this election the commission
16 shall cause the warehouse operator to be inspected not
17 less than twice during each twelve-month period, but
18 not more than five times in a twenty-four month period
19 without good cause, in the manner provided 1a section
20 543.2. In addition, the commission shall cause a

21 warehouse operator who makes this election to submit
22 to the commission, in a form and manner prescribed by
23 the commission, an interim financial statement no less
24 than once 1n every three calendar month period.”

25 13. Page 13, line 20, by inserting after the word
26 "commission." the following: "“The warehouse operator . .
27 may elect, however, to submit a financial statement '
28 that is accompanied by the report of a certified

29 public accountant licensed in this state that 18 based
30 upon a review performed by the certified public

31 accountant 1n lieu of the audited financial statement
32 specified in this paragraph, and if a warehouse

33 operator makes this election the commission shall

34 cause the warehouse to be inspected not less than

35 twice during each twelve-month period, but not more

36 than five times in a twenty-four month period without
37 good cause, in the manner provided in section 543.2.
38 In addition, the commission shall cause a warehouse

39 operator who makes this election to submit to the

40 commission, in a form and manner prescribed by the

41 commission, an interim financial statement no less

42 than once in every three calendar month period.”

43 14. Page 13, by inserting after line 20 the
44 following:
45 "Sec. . Section 543.6, Code 1985, is amended by

46 adding the following new subsection:

47 NEW SUBSECTION. 8. A deficiency bond or

48 irrevocable letter of credit filed with the commission

49 pursuant to this section shall not be canceled by the

50 1ssuer on less than one hundred twenty days' notice by .
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certified mail to the commission and the principal.”
Page 13, line 23, by inserting before the
word "When" the figure "1."

16. Page 14, line 15, by striking the word
"section" and inserting the words "seetion
subsection”.

17. Page 14, line 19, by inserting before the
word "If" the figure "2."

18. Page 14, line 24, by striking the word
"sixty" and inserting the word "thirty".

19. Page 14, line 26, by striking the word
“sixty—~day" and inserting the word "thirty-day”.

20. Page 14, line 27, by striking the word
“ninety" and inserting the word "sixty".

21. Page 15, line 3, by striking the word
"section" and inserting the word "subsection".

22. Page 15, by inserting after line 5 the
following:

“3. When the commission receives notice that a
deficiency bond or irrevocable letter of credit is
being canceled by the issuer, and determines that upon
the cancellation the warehouse operation will not be
in compliance with section 543.6, the commission shall
suspend the warehouse operator's license if a new
deficiency bond or irrevocable letter of credit is not
received by the commission within sixty days of
receipt by the commisison of the notice of
cancellation. If a new deficiency bond or irrevocable
letter of credit is not received by the commission
within thirty days following suspension, the warehouse
operator's license shall be revoked. When a license
is revoked, the commission shall notify each holder of
an outstanding warehouse receipt and all known persons
who have grain retained in open storage of the
revocation, and shall further notify each receipt
holder and all known persons who have grain retained
in open storage that the grain must be removed from
the warehouse not later than the thirtieth day
following revocation. The notice shall be sent by
ordinary mail to the last known address of each person
having grain in storage as provided 1in this
subsection.”

23. Page 15, by striking lines 17 through 20 and
inserting the following:

"l. A warehouse operator who stores only
agricultural products other than bulk grain shall have
and maintain a net worth of at least ten percent of
the value of the warehouse capacity, or maintain a
deficiency bond or an irrevocable letter of credit in
the amount of two thousand dollars for each one
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thousand dollars or fraction thereof of net worth

deficiency. However, a person shall not be eligible
for a license to store only agricultural products
other than bulk grain if the person has a net worth of
less than ten thousand dollars."

24. Page 15, by striking lines 21 and 22 and
inserting the following:

"3, A bond, deficiency bond, or irrevocable letter
of credit on agricultural products other than bulk
grain shall not be canceled by the issuer on less than
one hundred twenty days' notice by certified mail to
the commission and the principal. When the commission
receives notice from an issuer that it has canceled
the bond, deficiency bond, or irrevocable letter of
credit on agricultural®.

25. Page 15, line 26, by inserting after the word
"bond" the words ", deficiency bond,".

26. Page 15, line 31, by inserting after the word
"bond" the words ", deficiency bond,".

27. Page 16, line 34, by inserting after the word
*and" the words “, if the claim relates to bulk

—  a
grain, -.

28. Page 17, line 2, by inserting after the word
"and" the words ", if the claim relates to bulk
grain,",

29. Page 18, by inserting after line 22 the -
following: '

"Sec. . Section 543.18, subsection 3, Code
1985, i1s amended to read as follows:

3. A statement that the receipt is issued subject
to the Iowa bonded warehouse Act and the rules and
requlations prescribed thereunder pursuant to the
Act."”

T 30. Page 19, by inserting after line 12 the
following: ‘

"l1. "Board" means the Iowa grain indemnity board
created in section 543A.4."

31. Page 19, by inserting after line 17 the
following:

"2A. "First purchaser" means a person, public or
private corporation, governmental subdivision,
assoclation, co-operative, partnership, commercial
buyer, dealer, or processor who purchases grain from a
producer for the first time for any purpose except to
feed it to the purchaser's livestock or to manufacture
a product from the grain purchased for the purchaser's
personal consumption.”

32. Page 19, by striking line 23 and inserting
the words "but does not include agricultural products
other than bulk grain."
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33. Page 19, by inserting after line 28 the
following:

"6A. "Sale" or "purchase" includes but is not
limited to the pledge or other encumbrance of grain as
security for a loan extended under a federal price
support loan program. Actual delivery of the grain
occurs when the grain is pledged or otherwise
encumbered to secure the loan. The purchase price of
the grain is the principal amount of the lcan extended
and the purchase invoice for the grain is the
documentation required for extension of the loan.”

34, Page 19, by inserting after line 32 the
following:

“8. "Storage" means that grain has been received
and has come under care, custody or control of a
warehouse operator either for the depositor for which
a contract of purchase has not been negotiated or for
the warehouse operator operating the facility, and
includes grain received for which the actual sale
price is not fixed and proper documentation made or
payment made."

35. By striking page 20, line 16 through page 21,
line 12 and inserting the following: "depositors and
sellers indemnity fund under section 543A.6. The fund
consists of a per-bushel fee deducted from the
purchase price of grain at the time of sale, an annual
fee charged to and remitted by licensed grain dealers,
licensed warehouse operators, ané participating
federally licensed grain warehocuses under this
section, sums collected by the commission by legal
action on behalf of the fund, and interest, property,
or securities acquired through the use of moneys 1in
the fund. The moneys collected under this section and
deposited in the fund shall be used exclusively to
indemnify depositors and sellers as provided in
section 543A.6 and to pay the administrative costs of
this chapter.

2. The per-bushel fee shall be deducted by the
first purchaser from the purchase price of grain at
the time of sale. The first purchaser shall forward
the per-bushel fee to the commission in the manner and
using the forms prescribed by the commission. If the
per-bushel fee has not been forwarded to the
commission by the date required by the commission, the
first purchaser is subject to a late penalty of one
hundred dollars per day for each day the first
purchaser fails to forward the fee. It is a simple
misdemeanor for a person to withhold the per-bushel
fee for more than sixty days after the date required
by the commission, and it is a simple misdemeanor for
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1 a person to willfully render or furnish a false or .

2 fraudulent report, statement, or record required by
3 the commission. The first purchaser will show the

4 total amount of the per-bushel fee on the purchase

S invoice. The per-bushel fee shall be collected only
6 once on each bushel of grain.

7 3. a. All licensed grain dealers, licensed

8 warehouse operators, and participating federally

9 licensed grain warehouses shall annually remit a fee
10 to be deposited into the fund which is determined as
11 follows:

12 (1) For class 1 grain dealers, five hundred

13 dollars.

14 (2) For class 2 grain dealers, two hundred fifty
15 dollars.

16 (3) For warehouse operators or participating

17 federally licensed grain warehouses:

18 {a) For intended storage of bulk grain in any

19 quantity less than twenty thousand bushels, forty-two
20 dollars plus seven dollars for each two thousand

21 bushels or fraction thereof in excess of twelve

22 thousand bushels.

23 {b) For intended storage of bulk grain in any

24 quantity not less than twenty thousand bushels and not
25 more than fifty thousand bushels, seventy dollars plus
26 four and a half dollars for each three thousand N

27 bushels or fraction thereof in excess of twenty

28 thousand bushels.

29 {(c) For intended storage of bulk grain in any

30 quantity not less than fifty thousand bushels and not
31 more than seventy thousand bushels, one hundred

32 fifteen dollars plus four and a half dollars for each
33 four thousand bushels or fraction thereof in excess of
34 fifty thousand bushels.

35 (d} PFor intended storage of bulk grain in any

36 quantity not less than seventy thousand bushels, one
37 hundred thirty-seven and a half dollars plus two and
38 three-quarters dollars for each five thousand bushels
39 or fraction thereof in excess of seventy thousand K
40 bushels,

41 b. Payment of the required amount shall be made

42 before the grain dealer's or warehouse operator's

43 license 1is renewed, or before the participating

44 federal licensee's agreement with the commission is

45 ratified.

46 4. For one year after the effective date of this
47 Act, all licensed grain dealers, licensed warehouse

48 operators, and participating federally licensed grain
43 warehouses shall pay a fee equal to twice the fee

50 scheduled pursuant to subsection 3. A person who .
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applies for a grain dealer's or warehouse operator's
license or a federal licensee who elects to
participate in the fund after one year from the
effective date of this Act, and who has not previously
paid the double fee, shall pay that amount before the
license is issued or the agreement is ratified.

5. All disbursements from the fund shall be paid
by the treasurer of state pursuant to vouchers
authorized by the commission.

6. The administrative costs of this chapter shall
be paid from the fund after approval of the costs by
the board.

Sec. 27. NEW SECTION. 543A.4 ADVISORY BOARD.

The Iowa grain indemnity board is established to
advise the commission on matters relating to the fund
and to perform the duties provided it in this chapter.
The board is composed of the secretary of the
department of agriculture or a designee who shall
serve as president; the director of the department of
insurance or a designee who shall serve as secretary;
the state treasurer or a designee who shall serve as
treasurer; and two representatives of the grain
industry appointed by the governor, subject to
confirmation by the senate, one of whom shall be a
representative of grain depositors and sellers and one
of whom shall be a representative of grain dealers and
warehouse operators, each of whom shall be selected
from a list of three nominations made by the secretary
of agriculture. The term of membership of the grain
industry representatives is three years, and the
representatives are eligible for reappointment. The
grain industry representatives are entitied to forty
dollars per diem for each day spent in the performance
of the duties of the board, plus actual expenses
incurred in the performance of those duties. Three
members of the board constitute a quorum, and the
affirmative vote of three members is necessary for any
action taken by the board, except that a lesser number
may adjourn a meeting. A vacancy in the membership of
the board does not impair the rights of a quorum to
exercise all the rights and perform all the duties of
the board.™”

36. Page 21, line 13, by striking the figure
"543A.4" and inserting the figure "S543A.5".

37. Page 21, line 14, by striking the word
"commission" and inserting the word "board".

38. Page 21, by striking lines 17 through 29 and
inserting the following: "the per-bushel fee required
under section 543A.3, subsection 2, and the dealer-
warehouse fee required under section 543A.3,
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subsection 3 that are necessary to maintain the fund
within the limits established under this section. Not
later than the first day of May of each year, the
board shall determine the proposed amount of the per-
bushel fee based on the expected volume of grain on
which the fee is to be collected and that is likely to
be handled under this chapter. The per-bushel fee and
the dealer-warehouse fee shall be adjusted on a pro
rata basis. The board shall make any changes in the
previous year's fees in accordance with chapter 17A.
Changes in the fees shall become effective on the
following first day of July. The per-bushel fee shall
not exceed one-half cent per bushel on soybeans and
one-quarter cent per bushel on all other grains on
which the fee is to be paid. Until the per-bushel fee
1s adjusted or waived as provided in this section, the
per-bushel fee on soybeans is one-half cent, and is
one-quarter cent on all other grains on which the fee
is paid."”

39. Page 21, line 31, by striking the word
"eight" and inserting the word "six".

40. Page 21, line 32, by inserting before the
word “fee" the word "per-bushel".

41. By striking page 21, line 33, through page
22, line 1, and inserting the following: “under

section 543A.3, subsection 2, and the dealer-warehouse

fee required under section 543A.3, subsection 3, shall
be waived until the board reinstates the fees on a pro
rata basis to maintain the liquidity of the fund."

42. Page 22, line 2, by striking the figure
"543A.5" and inserting the figure "543A.6".

43. Page 22, line 13, by striking the word
"commission" and inserting the word "board".

44. Page 22, line 26, by striking the word
"commission" and inserting the word "board".

45. Page 22, line 33, by striking the word
"moneys" and inserting the following: "a loss
incurred on or after July 1, 1986".

46. By striking page 22, line 35, through page
23, line 7, and inserting the following: '"remedies as
follows:

a. For claims regarding grain dealer transactions,
eighty~-five percent of the loss, but not more than one
hundred thousand dollars per claimant.

b. For claims regarding storage transactions, one
hundred percent of the loss, but not more than one
hundred thousand dollars per claimant.

The aggregate amount recovered by a depositor or
seller under all remedies shall not exceed one hundred
percent of the value of the loss. If the moneys
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recovered by a depositor or seller under all remedies
exceed one hundred percent of the value cf the loss,
the depositor or seller shall reimburse the fund in
the amcount that exceeds the value of the loss."

47. Page 23, line 8, by striking the word
"commission" and inserting the word "board".

48. Page 23, line 18, by striking the word
"commission" and inserting the word "boargd".

49. Page 23, lines 28 and 29, by striking the
words "However, no claims shall be paid before the
fund initially reaches one million dollars."

50. Page 24, line 11, by striking the figure
"543A.6" and inserting the figure "543A.7".

51. Page 24, line 31, by striking the word "June"
and inserting the word "September".

52. By striking page 24, line 35, through page
25, line 1, and inserting the following: “the
indemnity fund is liable for claims which arise on or
after July 1, 1986 but before October 1, 1986 only if
thell .

53. Page 25, line 8, by striking the word "June"
and inserting the word "October".

54. Page 25, by striking lines 13 through 17.

55. Title page, line 2, by inserting after the
word "requirements," the word “and".

56. Title page, line 3, by inserting after the
word "fund" the following: ", and providing a
penalty".

57. Title page, line 3, by striking the words ",
and providing an effective date".

-5520 Filed April 4, 1986
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April 14, 1986

i\' REPORT OF THE CONFERENCE COMMITTEE
ON SENATE FILE 2116

To the President of the Senate and the Speaker of the House
of Representatives:

We, the undersigned members of the conference committee
appointed to resolve the differences between the Senate and
the Bouse of Representatives on Senate File 2116, a bill for
an Act relating to grain dealers and warehouses, by providing
licensing requirements, establishing a grain depositors and
sellers indemnity fund, and providing an effective date,
respectfully make the following report:

1. That the House recede from its amendment.

2. That Senate File 2116 as amended, passed, and reprinted
by the Senate be amended as follows:

1. Page 1, by inserting before line 1 the following:

'O "Section 1. Section 542.1, subsection 3, Code Supplement
1985, is amended to read as follows:

3. "Grain dealer" means a person who buys during any
calendar month five hundred bushels of grain or more from the
producers of the grain for purposes of resale, milling, or
processing. However, "grain dealer"” does not include a
producer of grain who is buying grain for the producer's own
use as seed or feed; a person solely engaged in buying grain
future contracts on the board of trade; a person who purchases
grain only for sale in a registered feed; a person who

purchases grain for sale in a nonregistered custcomer-formula

feed regulated by chapter 198, who purchases less than a total

of fiftv thousand bushels of grain annually, and who is also
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exempt as an incidental warehouse operator under chapte: 543;
a person engaged in the business of selling agricultural seeds
regulated by chapter 199; a person buying grain only as a farm
manager; an executor, administrator, trustee, gquardian, cr

conservator of an estate; a bargaining agent as déf;ned in
section 542A.1; or a custom livestock feeder." .

2, Page 1, by striking lines 11 and 12, and inserting the
following:

"a. The grain dealer shall have and maintain a net worth
of at least".

3. Page 1, by striking lines 16 through 21, and inserting
the following: “"net worth deficiency. However a person”.

4. By striking page 1, line 35 through page 2, line 7,
and inserting the following: ‘“commission. The grain dealer
may elect, however, to submi: a financial statement sattafying
che-reguirements-of-aubsection~Sy-paragraph-2b;£ that is
accompanied by the report of a certified public accountant
iicensed in this state that is based upon 2 review performed

by the certified public accouncant in lieu of the auditsd

financial ztstement specified in this paragraph, and if a
grain cdealer makes this election the commission shall cause
the graln dealer to be inspected not less than twice during
cach twelve~month period, but nct more than five times in a
twenty-four month pericd without good cause, in the manner
nzovided in section 342.%. In addition, the commission shall
cause a graln dealer wihio makes this elsction to submit to the

commission, in & form and manner prascribed by the commission,

2n ivterim financizl statement no less than gnce in avery

Iaree czlendar month peried., If a grain deale2r making the

clection engages in cradit sale contracts, the grain dezier

¢nzil also comply with the provisions of section 542.1%,

surrent
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7. Paje 4, line 5, by inserting after the word
"comuission." the following: "The grain dealer may elec:,

hewever, to submit a firancial statexnent that is accompanied

by the report of a certified public accountant licensed in

this scate that is based upon a review performed by the
certified public accountant in lieu of the audited financial

statement specified in this paragraph, and if a grain dealer
makes this election the commission shall cause the grain
dealer to be inspected not less than twice during each twelve-
month period, but not more than five times in a twenty-four

month period without good cause, in the manner provided in
section 542.9. In addition, the commission shall cause a
grain dealer who makes this election to submit to the
commission, in a form and manner prescribed by the commission,

an _interim financial statement no less than once in every:
three calendar month period. If a grain dealer making the
election engages in credit sale contracts, the grain dealer
shall also comply with the provisions of section 542.15,

subsection 8."
8. Page 5, by inserting after line 7 the following:
"Sec. . Section 542.3, Code Supplement 1985, is amended

by adding the following new subsection:

NEW SUBSECTION., 8. A deficiency bond or irrevocable
letter of credit filed with the commission pursuant to this
section shall not be canceled by the issuer on less than
ninety Jdays' notice by certified mail to the commissioner and

the principal.”

9. Page 7, by inserting after line 9 the folliowing:

"Ssc. ___. Section 542.15, Code Supplement 1985, is
amended by adding the following new subsection:

NEW SUBSECTION. 8. A licensed grain dealer purchasing
grain by credit sale contract and who does not submit a

financial statement that :s accompanied by an unqualified

opinion based upon an audit performed by a certified public

accountant iicensed in this state shall at all times maintain
'in, rights in gre‘n, proceeds from the sale of grain, 2: a
i

R ~3-
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combinacion thereof toraling at least nalipety persent of the
cealer’s obligaticn for grain purchased by credi: sels
centract., The reqQuired amount shall be evidenced or
represented by one or more of the fcllowing:

a. Grain actuaily held by the dealer in licensed storage
facilities. .

b. Rights in grain evidenced or represented DYy one or more
cf the following:

(1) A warehouse receipt issued by a warehouse licensed
under chapter 543 or under the United States Warehouse Act, or
by cother documentation acceptable as evidence of inventory
under the United States Warehouse Act,

{2) ZEwvidence of grain fcrwarded to another warenouse under
provisions of 3543.39.

¢. Sufficient proceeds from and cof the grain evidenced or
represented by one or more of the following:

{1} Cash on hand or cash held on account in fedevally or
cstate chartered financial institutions.

{2 Short term invesiments held in time accounts with
fezderally or state chartered financial institutions.

{3) Balarces cn grain margin accounts.

(£} Credic sales coniracts for grain shipped tc a
processor, terminal, or recognized grain merchandising entity,
iess any pavment or advance that has been received provided
that the grice term of the contract remains cpen.

f{5r Other evidence cr proceeds frem cr of grain accegtable

r

[

te Ln& commission, including an irrevocablie letter of credit.
For the purposz of computiang the dollar value 2f
inventories and credit sale obligations, the value of graix
shall b2 figureZ at the then current marcket.,
A qgrain €ealer shall keep records of credit sale
valigaticns and evide tze 3¢ grain, rights in crain anc the

proceeds from or of Traln so as to s~learly indicate compliance
3%

£

ith the raquirements of this subsection.

-

10. Page &, by inserting 2fter line ¢ the follrwing:

s S
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"Sac. . Section S43.1, subsectinn 8, Code 1985, s
amendes bty read as follows:

f §. "Warehouse operator" peans any a person engaged in the

LR

W husiness of operating or controlling & warehouse for the
storing, shipping, handling or processing of agriculvurzal
praoducts, but does not include an incidental warehousa

operator.

Sec. . Secticon 543.1, Code 1985, is amended by adding
the following new subsection:

NEW SUBSECTION. 23. "Incidental warehouse operator" means

a person regulated under chapter 198 whose grain storage
capacity does not exceed twenty-five thousand bushels which is
used exciusively for grain owned or grain which will be
returned to the depositor for use in a feeding operation or as
an ingredient in a customer-formula feed, as defined in
section 198.1."

11. Page 8, line 18, by striking the word "The" and
inserting the following: "Phe Except as provided in section

43.6, the".
4 12. Page 12, by striking lines 26 through 32 and

inserting the following: “commission, The warehouse operator

may elect, however, to submit a financial statement setisfying
the-requirementa-cf-subsestian-5y-paragraph-3by* that 1is
atconpanied by the report of a certified public accountant

P

3

licensed in this state that is based upon a review performed

il

v _the certified public accountant in lieu of the audited

rro{ir

inancial statement specified in this paragrzpn. aad if a
werehouse operator makes this election the commissicen shall

cause che warehouse ~perater to be inspected 20t less than

twice during each twelve-month period, but not mere tnan five

times ir a twenty-fou: month period without good cause, in the

manner provided in sectioa 543.2. In sddition, the commission

5211 cause a warehoure operatdr who makesg this election to

submit o _the commiss.on. ‘n a form and manner prescribed b

‘g_a_ ir zverv three calendar moath perio”.”
‘ SRR A Lee £ridve

CC&. -
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1. Zfagz 12, iine 2%, by inserting after tie werd

“commission.® the following: “The warehcus:z Cperator pay

elec:, however, to submit a financizl statement chat :s

accompanied by the report of a certified public zccountasi

licensed in this state that is based upon a review performed

py the certified public accountant in lieu of the audited

financiai statement specified in this paragraph, snd if a

warehouse operator makes this election the commission shall

cause the warehouse to be inspected not less than twice during

each twelve-month period, but not more than five times in a

twenty-four month period without good cause, in the manner
provided in section 543.2. 1In addition, the commission shall

cause a warehoyse operator who makes this election to submit

to the commission, in a form and manner prescribed by the

commission, an interim financial statement no less than once

in every three calendar month period.”

14, Page 13, by inserting after line 20 the following:

"Sec. ___. Section 543.6, Code 1985, is amended by adding
the following new subsection:

NEW SUBSECTION. 8. A deficiency bond or irrevocable
letter of credit filed with the commigsion pursuant to this

section shall not be canceled by the issuer on less than one
hundred twenty days' notice by certified mail to the
ccmmission and the principal.”

15, Page 13, line 23, by inserting before the word "when"
the figure "1."

16. Page 14, line 15, by striking the word "section” and
inserting the words "seetieon subsection”.

17. Page 14, line 19, by inserting before the word "If"
the figure "2."

18. Page 14, line 24, by striking the word "sixty" and
insertiag the word "thirty".

15, Page 14, line 26, by striking the word "sixty-day"
and inserting the wor? "thirty-day".

2C. Page 14, line 27, by striking che word "ninety" and
‘nserring the word "sixty®.

CLL -5-
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21. Page 15, line 3, by striking the word "section" and
inserting the word "subsection”.

22. Page 15, by inserting after line 5 the following:

"3. When the commission receives notice that a deficliency
bond or irrevocable letter of credit is being canceled by the
issuer, and determines that upon the cancellation the
warehouse operation will not be in compliance with section
543.6, the commission shall suspend the warehouse operator's
license if a new deficiency bond or irrevocable letter of
credit is not received by the commission within sixty days of
receipt by the commission of the notice of cancellation. If a
new deficiency bond or irrevocable letter of credit is not
received by the commission within thirty days following
suspension, the warehouse operator's license shall be revoked.
When a license is revoked, the commission shall notify each
holder of an outstanding warehouse receipt and all known
persons who have grain retained in open storage of the
revocation, and shall further notify each receipt holder and

11 known persons who have grain retained in open storage that
'ne grain must be removed from the warehouse not later than
the thirtieth day fcllowing revocation, The notice shall be
sent by ordinary mail to the last known address of each person
having grain in storage as provided in this subsection.”

23. Page 15, by striking lines 17 through 2¢ and
inserting the Eollowing:

"l. A warehouse cperator who stores only agricultural
products other than bulk grain shall have and maintain a net
worth of at least ten percent of the value of the warehouse
capacity, or maintain a deficiency bond or an irrevocable
letter of credit in the amount of two thousand dollars for
each one thousand dcllars or fraction thereof of net worth
deficiency. Bowever, a person shall not be eligible for a
license to store only agricultural products other than bulk
grain if the person has a net worth of less than ten thousand

dollars."”

@ CeR_-7-
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ME fage 15, by striking lines 21 and 22 and laserting
£

che folliowing:

":. A bond, deficiency bond, or irrevocable letter of .
credit on agricultural products other than bulk grain shall
not be canceled by the issuer on less than one hundred twenty
days' notice by certified mail to the commission and the
principal. When the commission receives notice from an issuer
that it has canceled the bond, deficiency bond, or irrevocable
letter of credit on agricultural®.

25. Page 15, line 26, by inserting after the word "bond"
the words ", deficiency bond,".

26. Page 15, line 31, by inserting after the word “bond"
the words ", deficiency bond,".

27. Page 16, line 34, by inserting after the word "ang"”
the words ", if the claim relates to bulk grain,".

28. Page 17, line 2, by inserting before the word "the"
the words ", if the claim relates to bulk grain,".

25. Page 18, by inserting after line 22 the following:

“Sec. ___ . Section 543.18, subsection 3, Code 1985, is
amended to read as follows: .

3. A statement that the receipt is issued subject to the
Iowa boré=zd warehouse Act and the rules and regulations
prescribed thereunder pursuant to the Act.”

3¢. Page 19, by inserting after line 12 the following:

"1l. ™Board" mezns the Iowa grain indemnity fund beard

created in section 543A.4."
31. Page 19, by striking line 23 and inserting the words
"but does not include agricultural products other than dulk
grain.® '
32. Page 19, by inserting after line 23 the following:
"4k, "Grain bank” means grain which is deposited in a
warehouse untii removed for the personal use of the depositor.
4B, "CGrain scld" means grain which crosses the scales of a
graln dezlor or warzhouse operator other than for grain bank
wtorage, and otner grain purchased by a grain dealer. “Grain
z0ld" inciudes the pledge or other encumbrance of grain as .
Tl -e- |
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security for a loan extend2d urnder a federal price gupport

r

n O
"

loan program. The date of sale of grain which is sezurity

e

a loan extended under a federal price support loan program

the date the grain is delivered to the warehouse operator.

The burphase price of the grain is the p;incipal amount of the
loan extended and the purchase invoice for the grain is the
documentation required for extension of the loan."

33. Page 19, by inserting after line 28 the following:

"6A. "Loss" means the amount of a claim held by a seller
or depositor against a grain dealer or warehouse operator
which has not been recovered through other legal and equitable
remedies including the liquidation of assets.”

34. By striking page 20, line 16 through page 21, line 12
and inserring the following: "depositors and sellers
indemnity fund under section 543A.6. The fund consists of a
per-bushel fee on grain sold remitted by licensed grain
dealers, licensed warehouse operators, and participating
federally licensed grain warehouses; an annual fee charged to

and remitted by licensed grain dealers, licensed warehouse
c‘caperatc»rs. and participating federally licensed grain
warehouses; sums collected by the commission by legal action
on behalf of the fund; and interest, property, or securities
acquired through the use of moneys in thé fund. The moneys
collected under this section and deposited in the fund shall
be used exclusively to indemnify depositors and sellers as
provided in section 543A.6 and to pay the administrative costs
of this chapter.

2. The grain dealer, warehouse operator, or participating
federally licensed warehouse shall forward the per-bushel fee
to the commission in the manner and using the forms prescribed
by the commission. If the per-~bushel fee has not been
forwarced to the commission by the date required by the
commission, the grain dealer, warehouse operator, or
participating federally licensed warehouse is subject to an
interest penalty for each day the grain dealer, warehouse

perator, or participating federaily licensed warehouse fails
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tc forwaszd the fee. Interest spall be gimple interest, and
2nail oz the maximum lawful rate of interest for the month the

payment vas due. If the per-bushel fee has not been forwarded
to the commission within thirty days after the payment was .

due, the grain dealer's or warehouse opecator’'s license or the
participating warehouse operator's cooperative agreement shall
re suspended. The per-bushel fee shall be collected only once
on each bushel of grain.

3. a. All licensed grain dealers, licensed warehouse
operators, and participating federally licensed grain
warehcuses shall annually remit a fee to be deposited into the
fund which is determined as follows:

{l) For class 1l grain dealers, five hundred dollars.

(2) For class 2 grain dealers, two hundred fifty deollars.

{3) For warehouse operators or participating federally
licensed grain warehouses:

{a} Por intended storage of bulk grain in any quantity
less than twenty thousand bushels, forty-two dollars pius
seven dollars for each two thousand bushels or fraction
thereof in excess of twelve thousand bushels. .

{b} For intended storage of bulk grain in any gquantity not
iess than twenty thousand bushels and not more than fifty
thousand bushels, seventy dollars pius four and a half decllars
for each three thousand bushels or fraction thereof in excess
of twanty thousand bushels.

{c) For intended storage of bulk grain in any guantity not

less than £iity thousané bushels and not more than seventy
thousand bushels, one nundred fifteen dollars plus four and a
n2if dollars for each four thousand bushels or fraction
thereof in excess of fifty thousand bushels.

(3} For intended storage of bulk grain in any quantity not
less than seventy thoeusand bushzls, one hundred thirty-sevan
and A half dollars rius two z2nd three-quarters dscllars €or
each five thousand bushels or fracticn thereof in excass of
seventy thousand bushels,

|
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». Yayment of the required amount shall be made wefor=
grz2in cdealer's or warehouse operator's license is renecwed,
before the participating federal licensee's agreement with
commission is ratified.

4. A person who applies for a grain dealer's or warehouse
operator's license or a federal licensee who elects to
participate in the fund who has not previously paid the full
fee required by subsection 3, shall pay that amount before the
license is issued or the agreement is ratified.

5. All disbursements from the fund shall be paid by the
treasurer of state pursuant to vouchers authorized by the
commission.

6. The administrative costs of this chapter shall be paid.
from the fund after approval of the costs by the board.

Sec. 4. NEW SECTION. S43A.4 INDEMNITY FUND BOARD.

The Iowa grain indemnity fund board is established to

advise the commission on matters relating to the fund and to
perform the duties provided it in this chapter. The board is
composed of the secretary of the department of agriculture or
a designee who shall serve as president; the director of the
department-of insurance or a designee who shall serve as
secretary; the state treasurer or a designee who shall serve
as treasurer:; and two representatives of the grain industry
appointed by the governor, subject to confirmation by the
senate, one of whom shall be 2 representative of grain
depositors and sellers and one of whom shall be a
representative of grain dealers and warehouse operators, each
of whom shall be selected from a list of three nominations
made by the secretary of agriculture. The term ¢f membership
of the grain industry representatives is three years, and the
representatives are eligible for reappointment. The grain
indusiry representatives are entitled to forty dollars per
diem for each day spent in the performance of the duties of
the board, plus actuzl expenses incurred in the perfcrmance of
those duties. Three members of the board constitute a quorum,
and the affirmative vaote of three members is necessary for any
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action taken by the board, except that & lesser number may

adiourn & meeting. A vacancy in the membership of the soard
do=s not impair the rights of a guorum to exercise ail the
rights and perform ail the duties of the boargd.”

35. Page 21, line 12, by striking the figure "543A.4" and
inserting the figure "543A.5".

36. Page 21, line 14, by striking the word "commission"”
and inserting the word "board”.

37. Page 21, by striking lines 17 through 29 and
inserting the following: "the per-bushel fee required under
section S543A.3, subsection 2, and the dezler-warehouse fee
required under section 543A.3, subsection 3 that are necessary
to maintain the fund within the limits established under this
section. Not later than the first day of May of each year,
the board shall determine the proposed amount of the per-—
bushel fee based on the expected volume of grain on which the
fee is to be collected and that is likely to be handled under
this chapter. The per-bushel fee and the dealer-warehousze fee
shall be adjusted on a pro rata basis. The board shall make
any changes in the previous year's fees in accordance with
chapter 17A. Changes in the fees shall become effective on
the following first day of July. The per-bushel fee shall rnot
exceed one-guarter cent per bushel on all grains on which the
fee is to be paid. Until the per-pbushel fee is adjusted or
wzived as provided in this section, the per—-bushel fee is one-
guarter cent on all other grains on which the fee is paid.*

' 38. Page 21, iline 31, by striking the word "eight® and
inserting the word "six",.

35. Page Z1, line 32, by inserting before the word "fee"
the word “per~bushel”, ’

40. Page 21, by striking line 33 and inserting the
following: “under section 543A.3, subsection 2, and the
dealer~arehcuse fae required under section 543A.2, subsection
3, shalil pe waived unitil the board reinstates the fees cn a
pre rata basis.,”
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41. Page 21, line 34, by striking the words "the
commission" and inserting the words "The board".

42. Page 22, line 1, by striking the word "six" and
inserting the word "three".

43. Page 22, lirne 2, by striking the figure "S543A.5" and
inserting the figure “"S43A.6".

44. Page 22, line 13, by striking the word "commission”
and inserting the word "board“.

45, Page 22, line 26, by striking the word “"commission”
and inserting the word "board”.

46. Page 22, line 33, by striking the words "moneys that
the depositor” and inserting the following: "a claim which
arises on or after the effective date of this Act".

47, Page 22, by striking lines 34 and 35 and inserting
the following: "for ninety percent of the loss, as determined
under®,

48. Page 23, line 1, by inserting after the figure "1"
the words ", but not more than one hundred fifty thousand
dollars per claimant”.

49. Page 23, line 2, by striking the word "eighty" and
inserting the word "ninety".

50. Page 23, line 4, by striking the word "eighty" and
inserting the word "ninety".

51. Page 23, line 6, by striking the word "eighty" and
ingerting the word "ninety"”.

S2. Page 23, line 8, by striking the word "commission”
and inserting the word "board”.

53. Page 23, line 18, by striking the word "commission"
and inserting the word "board".

54. Page 24, line ll, by striking the figure "S543A.6" and
inserting the figure "S43A.7".

55. Page 24, line 31, by striking the word "June"™ and
inserting the word "September".

56. By striking page 24, line 35 through page 25, line 1,
and inserting the following: “the indemnity fund is iiable
fcr claims which arise on or after the effective date of this

@Act but before October 1, 1986 only if the".
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CCR Page 14
57. page 25, :ine 8, by striking the word “July" and
inserting the word "October”. .
58.

Pitle page, line 3, by inserting after the word

neund" the following: “providing & menalty,”.
Filed april 11, 1986 ON THE PART OF THE SENATE:

ON THE PART OF TEE HOUSE
HUSAK, CHAIR

KOENIGS, CHAIR

FRAISE MUHLBAUER
GRATIAS PELLETT
A. MILLER SKOW

OORHOLTZ
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SENATE FILE 2116

AN ACT
RELATING TO GRAIN DEALERS AND WAREHOUSES, BY PROVIDING LICENS-
ING REQUIREMENTS, ESTABLISHING A GRAIN DEPOSITORS AND SELLERS
INDEMNITY FUND, PROVIDING A PENALTY, AND PROVIDING AN EFFEC-
TIVE DATE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Section 542.1, subsection 3, Code Supplement
1985, is amended to read as follows:

3. "Grain dealer" means a person who buys during any
calendar month five hundred bushels of grain or more from the
producers of the grain for purposes of resale, milling, or
processing. However, "grain dealer" does not include a
producer of grain who is buying grain for the producer's own
use as seed or feed; a person solely engaged in buying grain
future contracts on the board of trade; a person who purchases
grain only for sale in a registered feed; a person who
purchases grain for sale in a nonregistered customer-formula
feed regulated by chapter 198, who purchases less than a total

of fifty thousand bushels of grain annually, and who is also
exempt as an incidental warehouse operator under chapter 543;

a person engaged in the business of selling agricultural seeds
regulated by chapter 199; a person buying grain only as a farm
manager; an executor, administrator, trustee, guardian, or
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conservator of an estate; a bargaining agent as defined in
section 542A.1; or a custom livestock feeder.

Sec. 2. Section 542.1, Code Supplement 1985, is amended by
adding the following new subsection:

NEW SUBSECTION. 7. "Seller" means a person who sells
grain which the person has produced or caused to be produced
to a licensed grain dealer, and includes a person who executes
a credit sale contract as a seller.

Sec. 3. Section 542.3, subsections 4, 5, and 7, Code
Supplement 1985, is amended to read as follows:

4. In order to receive and retain a class 1 license the
following conditions must be satisfied:

a. The grain dealer shall have and maintain a net worth of
at least fifty thousand dollars, or maintain a deficiency bond
or an irrevocable letter of credit in the amount of two

thousand dollars for each one thousand dollars or fraction
thereof of net worth deficiency. However, a person shall not
be licensed as a class 1 grain dealer if the person has a net
worth of less than twenty-five thousand dollars. A-bend
submitted-for-purposes-of-this-paragraph-shati-be-in-addition
te-any-bond-otherwise-required-under-this-chapters
b. The grain dealer shall submit, as required by the

commission, a financial statement that is accompanied by an
unqualified opinion based upon an audit performed by a
certified public accountant licensed in this state. However,
the commission may accept a qualification in an opinion that
is unavoidable by any audit procedure that is permitted under-
generally accepted accounting principles. An opinion that is
qualified because of a limited audit procedure or because the
scope of an audit is limited shall not be accepted by the
commission. The grain dealer may elect, however, to submit a
financial statement satisfying-the-requirements-of-subsection
7-paragraph-“by% that is accompanied by the report of a

certified public accountant licensed in this state that is

based upon a review performed by the certified public
accountant in lieu of the audited financial statement
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specified in this paragraph, and if a grain dealer makes this
election the commission shall cause the grain dealer to be
inspected not less than twice during each twelve-month period,
but not more than five times in a twenty-four month period
without good cause, in the manner provided in section 542.9.
In addition, the commission shall cause a grain dealer who

makes this election to submit to the commission, in a form and

manner prescribed by the commission, an interim financial

statement no less than once in every three calendar month

period. If a grain dealer making the election engages in
credit sale contracts, the grain dealer shall also comply with

the provisions of section 542.15, subsection 8.

c. The grain dealer shall have and maintain current assets
equal to at least ninety percent of current liabilities or
provide a deficiency bond or an irrevocable letter of credit

under the following conditions:

(1) A grain dealer with current assets equal‘to at least
forty-five percent of current liabilities may provide a
deficiency bond or an irrevocable letter of credit of two

thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer
is lacking to meet the minimum requirement. However, the bond
or irrevocable letter of credit shall not be used for longer

than six consecutive months in a twelve-month period.

(2) A grain dealer with current assets equal to less than
forty-five percent of current liabjilities may provide a
deficiency bond or an irrevocable letter of credit of two

thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer
is lacking to meet the minimum requiremeﬁt. However, the bond
or_irrevocable letter of credit shall not be used for longer

than thirty consecutive days in a twelve-month period.

A-bond-submitted-for-purposes-of-thia-paragraph~shati-be-in
addition-to~any-other-bond-permitted-or-required-under-this
chapters
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5. In order to receive and retain a class 2 license the
following conditions must be satisfied:

a. The grain dealer shall have and maintain a net worth of
at least twenty-five thousand dollars, or maintain a
deficiency bond or an irrevocable letter of credit in the
amount of two thousand dollars for each one thousand dollars
or fraction thereof of net deficiency. However, a person
shall not be licensed as a class 2 grain dealer if the person
has a net worth of less than ten thousand dollars. A-bend
submitted-for-purpeses-of-this-paragraph-shati-be-in-addittien

to-any-bond-otherwise-required-under-this-chapters

b. The grain dealer shall submit, as required by the
commission, a financial statement that is accompanied by the
report-of an unqualified opinion based upon an audit performed
by a certified public accountant licensed in this state that

ts-based-upon-a-review-performed-by-the-certified-pubiic
acecountant. However, the commission may accept a

gualification in an opinion that is unavoidable by any audit

procedure that is permitted under generally accepted

accounting principles. An opinion that is gualified because
of a limited audit procedure or because the scope of an audit
is limited shall not be accepted by the commission. The grain
dealer may elect, however, to submit a financial statement

that is accompanied by the report of a certified public
accountant licensed in this state that is based upon a review

performed by the certified public accountant in lieu of the
audited financjal statement specified in this paragraph, and
if a grain dealer makes this election the commission shall

cause the grain dealer to be inspected not less than twice

during each twelve-month period, but not more than five times

in a twenty-four month period without good cause, in the

manner provided in section 542.9. In addition, the commission
shall cause a grain dealer who makes this election to submit

to the commission, in a form and manner prescribed by the

commission, an interim financial statement no less than once

in every three calendar month period. If a grain dealer




Senate File 2116, p. 5

making the election engages in credit sale contracts, the

grain dealer shall also comply with the provisions of section
542.15, subsection 8.
c. The grain dealer shall have and maintain current assets

equal to at least ninety percent of current liabilities or
provide a deficiency bond or an irrevocable letter of credit

under the following conditions:

(1) A grain dealer with current assets equal to at least
forty-five percent of current liabilities may provide a
deficiency bond or an irrevocable letter of credit of two
thousand dollars for each one thousand dollars or fraction of

one thousand dollars of current assets that the grain dealer
is iacking to meet the minimum requirement. However, the bond

or irrevocable letter of credit shall not be used for longer

than six consecutive months in a twelve-month period.

(2) A grain dealer with current assets equal to less than
forty-five percent of current liabilities may provide a
deficiency bond or an irrevocable letter of credit of two

thousand dollars for each one thousand dollars or fraction of
one thousand dollars of current assets that the grain dealer
is lacking to meet the minimum requirement. However, the bond

or irrevocable letter of credit shall not be used for longer

than thirty consecutive days in a twelve-month period.
A-bond-submitted-for-purposes-of-this-paragraph-~shati-be-in
addition-to-any-other-bond-permitted-or-required-under-this
chapters
7. a. When the net worth or current ratio of a licensee
in good standing is less than that reguired by this section,
the grain dealer shall correct the deficiency or file the
necessary-additionat a deficiency bond or an irrevocable
letter of credit within thirty days of written notice by the

commission. Unless the deficiency is corrected or the

addittonat deficiency bond or irrevocable letter of credit is

filed within thirty days, the grain dealer license shall be
suspended.
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b. If the commission finds that the welfare of grain
producers requires emergency action, and incorporates a
finding to that effect in its order, immediate suspension of
the a license may be ordered notwithstanding the thirty-day
period otherwise allowed by paragraph "a" of-this-subsection.

Sec. 4.
adding the following new subsection:

NEW SUBSECTION. 8.
letter of credit filed with the commission pursuant to this

Section 542.3, Code Supplement 1985, is amended by
A deficiency bond or irrevocable

section shall not be canceled by the issuer on less than
ninety days' notice by certified mail to the commissioner and
the principal.

Sec. 5. Section 542.4, Code 1985, is amended by striking
the section and inserting in lieu thereof the following:

542.4 PARTICIPATION IN INDEMNITY FUND REQUIRED.

A person licensed to operate as a grain dealer under this
chapter shall participate in and comply with the grain
depositors and sellers indemnity fund provided in chapter
543A.

Sec. 6.
is amended to read as follows:

Section 542.9, unnumbered paragraph 1, Code 1985,

The commission may inspect the premises used by any grain
dealer in the conduct of the dealer's business at any time,
and the books, accounts, records, and papers of every grain
dealer which pertain to grain purchases are subject to
inspection by the commission during ordinary business hours.
The commission shall cause the business premises and books,
accounts, records, and papers of every grain dealer to be
inspected not less than once during each twelve-month period,
but not more than three four times in a twenty-four month
period without good cause. Howeverjy-if-a-citass-t-grain-deater
etecta-to-submit-the-unaudited-finanetat-statement-under
section-542+37-subsection~47-paragraph-ibyi-the-commission
shatl-cause-the-grain-deater-to-be-inspected-not-tess-than
twice-during-each-twetve-month-period;-but-not-more-than-five

9tie ‘d's
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transporter of grain in transit shall possess bills of lading
or other documents covering the grain, and shall present them
to any law enforcement officer or to a person designated as an
enforcement officer under section 542.13 on demand. 1If there
is good cause to believe that a person is engaged without a
license in the business of a grain dealer in this state, the
commission may inspect the books, papers, and records of the
person which pertain to grain purchases.

Sec. 7. Section 542.10, unnumbered paragraph 2, Code 1985,
is amended to read as follows:

The commission may revoke a grain dealer's license upon
information without hearing if a grain dealer fails te-have
suEéicient—bon&-on-fiie—with—the-commission7—ot—if—a—grain
deater-fat}s to submit to inspection.

'~ Sec. 8. Section 542.12, Code 1985, is amended to read as
follows:

542.12 CLAIMS ~-- NOTICE.

Upon revocation, termination, or cancellation of a grain
dealer license, any claim for the purchase price of grain
against the grain dealer shall be made in writing and filed
with the grain dealer and with the surety-on-the-grain-deater
beond issuer of a deficiency bond or of an irrevocable letter
of credit and with the commission within one hundred twenty

days after revocation, termination, or cancellation. Failure
to make this timely claim shati-relieve relieves the surety

issuer and the grain depositors and sellers indemnity fund

provided in chapter 543A of all obligations to the claimant.

Howevery-this-section-shalt-not-be-construed-to-reduce-betew
the-face-amount-of-the-bond-then-in-effect-the-aggregate
tiabittity-of-the-surety-to-other-ctaimantss

Upon revocation of a grain dealer license, the commission
shall cause notice of such the revocation to be published once
each week for two consecutive weeks in a newspaper of general
circulation within the state of Iowa and in a newspaper of
general circulation within the county of the grain dealer’'s
principal place of business when that dealer's principal place
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of business is located in the state of Iowa. The notice shall
state the name and address of the grain dealery and the
effective date of revocationy-and-the-name-and-address-of-the
surety-en-the-gratin-deater-bond. The notice shall also state
that any claims against the grain dealer shall be made in
writing and sent by ordinary mail or delivered personally
within one hundred twenty days after revocation to the grain
dealer, and-the-surety-on-the-grain-deater-bond to the issuer
of a deficiency bond or of an irrevocable letter of credit,

and to the commission, and the notice shall state that the
failure to make a timely claim does not relieve the grain

dealer from liability to the claimant.

Sec. 9. Section 542.15, Code Supplement 1985, is amended
by adding the following new subsection:

NEW SUBSECTION. 8. A licensed grain dealer purchasing
grain by credit sale contract and who does not submit a
financial statement that is accompanied by an unqualified

opinion based upon an audit performed by a certified public
accountant licensed in this state shall at all times maintain
grain, rights in grain, proceeds from the sale of grain, of a
combination thereof totaling at least ninety percent of the
dealer's obligation for grain purchased by credit sale
contract. The required amount shall be evidenced or
represented by one or more of the following:

a. Grain actually held by the dealer in licensed storage
facilities.

b. Rights in grain evidenced or represented by one or more
of the following:

(1) A wvarehouse receipt issued by a warehouse licensed
under chapter 543 or under the United States Warehouse Act, or
by other documentation acceptable as evidence of inventory
under the United States Warehouse Act.

(2) Evidence of grain forwarded to another warehouse under
provisions of 543.39.

c. Sufficient proceeds from and of the grain evidenced or

represented by one or more of the following:
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(1) Cash on hand or cash held on account in federally or
state chartered financial institutions.

(2) Short term investments held in time accounts with
federally or state chartered financial institutions.

(3) Balances on grain margin accounts.

(4) Credit sales contracts for grain shipped to a
processor, terminal, or recognized grain merchandising entity,
less any payment or advance that has been received provided
that the price term of the contract remains open.

(S) Other evidence or proceeds from or of grain acceptable
to the commission, including an irrevocable letter of credit.

For the purpose of computing the dollar value of
inventories and credit sale obligations, the value of grain
shall be figured at the then current market.

A grain dealer shall keep records of credit sale.
cbligations and evidence of grain, rights in grain and the
proceeds from or of grain so as to clearly indicate compliance
with the requirements of this subsection.

Sec. 10. Section 542.18, subsection 2, Code 1985, is
amended to read as follows:

2. As a condition of the granting of a license under this
section, the applicant shall file with the commission a bond
payable to the state of Iowa with a corporate surety approved
by the commission in a penal sum of twenty-five thousand
collars per license, conditioned that the grain seller owns or
controls, free of liens, any grain offered for sale.
€ancetiatien-of-bonds A bond issued by a surety under this
section shall meet-the-requirements-ef-section-542:4¢ not be
canceled by the surety before at least ninety days' notice by

certified mail to the commission and the bonded grain seller.
The liability of a surety on any bond under this section shall

rot accumulate for each successive license period during which
the bord is in force.
Sec. 11. Section 542.19, subsection 2, Code 1985, is

emended to read as follows:
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2. If a co-operative agreement is in effect under this
section, the bonding indemnification requirements of this
chapter may be satisfied by:

a. Filing with the commission evidence of a bond or_an
irrevocable letter of credit on file with a state or of

participation in an indemnity fund in a state with which Iowa

has a co-operative agreement as provided for by this section.
b. Such-bend Indemnification proceeds shall be co-payable
to the state of Iowa for the benefit of sellers of grain under

this chapter in-fowa.
cr--Phe-bond-shaii-be-in-an-amount-at-teast-equat-to-the
amounts-required-by-this-chapter;-providedy-hewever;-that-any
bond-required-under-this-chapter-£for-any-£financtat-deficiency
shati-be-in-addition-te-the-bend-poested-in-any-other-stater
Any-bond Indemnification proceeds required by this chapter

may be made co-payable to any state with whom this state has
entered into contracts or agreements as authorized by this
section, for the benefit of sellers of grain in that state.

Sec. 12. Section 543.1, subsection 8, Code 1985, is
amended to read as follows:

8. '"Warehouse operator" means any a person engaged in the
business of operating or controlling a warehouse for the
storing, shipping, handling or processing of agricultural
products, but does not include an incidental warehouse

operator.
Sec. 13. Section 543.1, Code 1985, is amended by adding

the following new subsection:

NEW SUBSECTION. 23. "“"Incidental warehouse operator" means
a person regulated under chapter 198 whose grain storage
capacity does not exceed twenty-five thousand bushels which is
used exclusively for grain owned or grain which will be
returned to the depositor for use in a feeding operation or as
an ingredient in a customer-formula feed, as defined in
section 198.1.

Sec. 14. Section 543.2, Code 1985, is amended to read as

follows:
543.2 DUTIES AND POWERS OF THE COMMISSION.

g9Lie '4's
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The commission may exercise general supervision over the
storage, warehousing, classifying according to grade or
otherwise, weighing, and certification of agricultural
products. The commission may inspect or cause to be inspected
any warehouse. Inspections may be made at times and for
purposes as the commission determines. %he Except as provided
in section 543.6, the commission shall cause every licensed

warehouse and its contents to be inspected once in every
twelve-month periodr-provided-that-if-a-ctass-i-warehouse
operator—eiects—to-submit—the—unaudibed—financiai—sbatement
under-section-543767-subseetion-47-paragraph-“bri-the
commission-shatl-eause—the-warehouse-to-be-inspected-twice-in
every-twelve-month-paried. The commission may require the
filing of reports relating to a warehouse or its operation.
If upon inspection a deficiency is found to exist as to the
quantity or quality of agricultural products stored, as
indicated on the warehouse operator's books and records
according to official grain standards, the commission may
require an employee of the commission to remain at the
licensed warehouse and supervise all operations involving
agricultural products stored there under this chapter until
the deficiency is corrected. The charge for the cost of
maintaining an employee of the commission at a warehouse to
supervise the correction of a deficiency is one hundred fifty
dollars per day.

PARAGRAPH DIVIDED. The commission may make available to

the United States government, or any of its agencies,
including the commodity credit corporation, the results of
inspections made and inspection reports submitted to it by
employees of the commission, upon payment to it of charges as
determined by the commission, but the charges shall not be
less than the actual cost of services rendered, as determined
by the commission. The commission may enter into contracts
and agreements for such purpose and shall keep a record of all
money thus received. All such money shall be paid over to the
treasurer of state as miscellaneous receipts. The commission
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may classify any warehouse in accordance with its suitability
for the storage of agricultural products and shall specify in
any license issued for the operation of any a warehouse the
only type or types and the quantity of agricultural products
which may be exetusively stored in the warehouse. The
commission may prescribe, within the limitations of this
chapter, the duties of licensed warehouse operators with
respect to the care of and responsibility for the contents of
licensed warehouses. Grain grades shall be determined under
the official grain standards. The commission may from time to
time publish data in connection with the administration of
this chapter as may be of public interest. The commission
shall administer this chapter.

Sec. 15. Section 543.3, subsection 3, Code 1985, is
amended to read as follows:

3. When a petition is filed by the commission under
subsection 1 the clerk of court shall set a date for hearing
on the commission's proposed plan of disposition at a time not
less than ten nor more than fifteen days after the date the
petition is filed. Copies of the petition, the notice of
hearing, and the commission's plan of disposition shall be
served upon the licensee and upon the surety-company-issuing
the-iicenseets issuer of a deficiency bond or of an

irrevocable letter of credit pursuant to section 543.6 in the

manner required for service of an original notice. A delay in
effecting service upon the licensee or surety-shatl issuer is
not be cause for denying the appointment of a receiver and
shat} is not be grounds for invalidating any action or
proceeding in connection therewith with the appointment.

Sec. 16. Section 543.4, subsections 1, 2, 4, 6, and 7,
Code 1985, are amended to read as follows:

1. When the commission is appointed as receiver under this
chapter the surety-on-the issuer of a deficiency bond or of

the-tiecensee an irrevocable letter of credit pursuant to
section 543.6 shall be joined as a party defendant by the
commission. If required by the court, the surety issuer shall
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pay the bond indemnification proceeds or so much thereof as

the court finds necessary into the court, and when so paid the
surety issuer shall be absolutely discharged from any further
liability under the bond or_irrevocable letter of credit to

the extent of the payment.

2. When appointed as receiver under this chapter the
commission is authorized to give notice in the manner
specified by the court to persons holding warehouse receipts
or other evidence of deposit issued by the licensee to file
their claims within one hundred twenty days after the date of
appointment. Failure to timely file a claim shall defeat the
claim with respect to the surety-bond issuer of a deficiency
bond or of an irrevocable letter of credit, grain depositors

and sellers indemnity fund created in chapter 543A, and any
commodities or proceeds from the sale of commodities, except

to the extent of any excess commodities or proceeds of sale

remaining after all timely claims are paid in full.

4. The plan of disposition, as approved by the court,
shall provide for the distribution of the stored commodities,
or the proceeds from the sale of commodities, or the proceeds
from any insurance policy, er-surety deficiency bond, or-any
combination-thereof or irrevocable letter of credit, less

expenses incurred by the commission in connection with the
receivership, plus the proceeds from the grain depositors and

sellers indemnity fund in an amount determined pursuant to

section 543A.3 to depositors on-a-pro-rata-basis as their
interests are determined. Distribution shall be without
regard to any setoff, counterclaim, or storage lien or charge.
6. The commission shati-be is entitled to reimbursement
out of commodities or proceeds held in receivership for all
expenses incurred as court costs or in handling and disposing
of stored commodities, and for all other costs directly
attributable to the receivership. The right of reimbursement
of the commission shaiti-be is prior to any claims against the
commodities or proceeds of sales thereof of commodities, and
shali-constitute constitutes a claim against the-surety a
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deficiency bond ef-the-iicensee or irrevocable letter of

credit.

7. ZIn-the-event If the approved plan of disposition
requires the-sate-of-commoditiesy-or-the a distribution of
cash proceeds frem-the-surety-bend;-or-beth, the commission
shall submit to the court a proposed plan of distribution of
those proceeds. Upon such notice and hearing as may-be
required by the court, the court shall accept or modify the
proposed plan. When the plan is approved by the court and
executed by the commission, the commission shall be discharged
and the receivership terminated.

Sec. 17. Section 543.5, unnumbered paragraph 1, Code 1985,
is amended to read as follows:

The commission shall from-time-to-time-make-such adopt
rules as it may-deem deems necessary for the efficient
administration of the-provisieons-of this chapter, and may at
tts-discretion designate an employee or officer of the
commission to act for the commission in any details connected
with sueh administration, including the issuance of licenses
and approval of warehouse deficiency bonds or irrevocable

letters of credit in the name of the commission, but not

including matters requiring a public hearing or suspension or
revocation of licenses.

Sec. 18. Section 543.6, subsections 4 and 5, Code 1985,
are amended to read as follows:

4. In order to receive and retain a class 1 license, the
following conditions must be satisfied:

a. The warehouse operator shall have and maintain a net
worth of at least fifty-thousand-dettars twenty cents per

bushel of warehouse capacity, or maintain a deficiency bond or
an irrevocable letter of credit in the amount of two thousand

dollars for each one thousand dollars or fraction thereof of
net worth deficiency. However, a person shall not be licensed
as a class 1 warehouse operator if the person has a net worth
of less than twenty-five thousand dollars. A-bond-submitted
for-purposes-of-this-paragraph-shalti-be-in-additien-to-any
bond-etherwise-required-under—this-chapters
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b. The warehouse operator shall submit, as required by the
commission, a financial statement that is accompanied by an
unqualified opinion based upon an audit performed by a
certified public accountant licensed in this state. However,
the commission may accept a qualification in an opinion that
is unavoidable by any audit procedure that is permitted under
generally accepted accounting principles. An opinion that is
qualified because of a limited audit procedure or because the
scope of an audit is limited shall not be accepted by the
commission. The warehouse operator may elect, however, to
submit a financial statement satisfying-the-requirements-of
subgecticn—57—paragraph—"b7“ that is accompanied by the report

of a certified public accountant licensed in this state that

is based upon a review performed by the certified public

accountant in lieu of the audited financial statement
specified in this paragraph, and if a warehouse operator makes
this election the commission shall cause the warehouse
operator to be inspected not less than twice during each
twelve-month period, but not more than five times in a twenty-

four month period without good cause, in the manner provided

in section 543.2. In addition, the commission shall cause a

warehouse operator who makes this election to submit to the

commission, in a form and manner prescribed by the commission,

an interim financial statement no less than once in every

three calendar month period.

5. In order to receive and maintain a class 2 license, the
following conditions must be satisfied:

a. The warehouse operator shall have and maintain a net
worth of at least twenty-five-thousand-detlars twenty cents
per bushel of warehouse capacity, or maintain a deficiency

bond or an irrevocable letter of credit in the amount of two

thousand dollars for each one thousand dollars or fraction
thereof of net worth deficiency. However, a person shall not
be licensed as a class 2 warehouse operator if the person has
a net worth of less than ten thousand dollars. A-bend
submitted-for-purposea-of-this-paragraph-shati-be-in-additien
to-any-bznd-otherwise-required-under-this-chapters
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b. The warehouse operator shall submit, as required by the
commission, a financial statement that is accompanied by the
zeport-of an unqualified opinion based upon an audit performed

by a certified public accountant licensed in this state that
ts-based-upon-a-review-performed-by-the-certifited-pubiic
aceountant. However, the commission may accept a

qualification in an opinion that is unavoidable by any audit

procedure that is permitted under generally accepted

accounting principles. An opinion that is qualified because

of a limited audit procedure or because the scope of an audit

is limited shall not be accepted by the commission. The

warehouse operator may elect, however, to submit a financial
statement that is accompanied by the report of a certified

public accountant licensed in this state that is based upon a
review performed by the certified public accountant in lieu of

the audited financial statement specified in this paragraph,
and if a warehouse operator makes this election the commission

shall cause the warehouse to be inspected not less than twice
during each twelve-month period, but not more than five times

in a twenty-four month period without good cause, in the

manner provided in section 543.2. 1In addition, the commission

shall cause a warehouse operator who makes this election to

submit to the commission, in a form and manner prescribed by

the commission, an interim financial statement no less than

once in every three calendar month period.

Sec. 19. Section 543.6, Code 1985, is amended by adding
the following new subsection:

NEW SUBSECTION. 8. A deficiency bond or irrevocable
letter of credit filed with the commission pursuant to this

section shall not be canceled by the issuer on less than one
hundred twenty days' notice by certified mail to the
commission and the principal.

Sec. 20. Section 543.11, unnumbered paragraph 1, Code
1985, is amended to read as follows:

1. When the commission determines that a-bend-fited-under

this-chapter-and-approved-by-the-commissions-isy—or-has
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necome;-insufficient-to~-secure-the-£fatthfutr-performance-of-the
ebiigatiens-of-the-ticensed-warehouse-operatory-or-when-the
eommission—-decermines—that insurance is not fully provided as
required under section 543.15, it may require the licensed
wvarehouse operator to provide additicnal bend-or-additienal
evidence of insurance coverage so that the bend-and insurance
eonform conforms with the requirements of this chapter. If
additional insurance is not provided within five thirty days
after receipt by the licensee of notice by certified mail, the
license of the warehouse operator concerned shall be
automatically suspended. If additional insurance is not filed
within another ten days, the warehouse license shall be
autématically revoked. *f£-additionat-bond-is-net-provided
within-thirty-days-after-recetving-noticey-the-warehouse
ticense-shali-be-suspended-—-If-additionai-bond-is-not~-fited
within-ten—days-foliowing-suspensiony-the-warehouse-ticense
shalti-be-automaticatriy-revokeds When a license is se revoked,
the commission shall notify each holder of an outstanding
warehouse receipt and all known persons who have grain
retained in open storage of the revocation. The commission
shall further notify each receipt holder and all known persons
who have grain retained in open storage that the grain must be
removed from the warehouse not later than the thirtieth day
following the revocation. The notice shall be sent by
ordinary mail sent to the last known address of each person
having grain in storage as provided in this section
subsection.

Sec. 21. Section 543.11, unnumbered paragraph 2, Code
1985, is amended by striking the paragraph and inserting in
lieu thereof the following:

2, If the commission determines that the net worth of a
licensed warehouse operator is not in compliance with the
requirements of section 543.6, the commission shall issue a
notice to the warehouse operator and shall suspend the
warehouse operator's license if the warehouse operator does
not provide evidence of ccmpliance within thirty days of the
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issuance of the notice. The commission shall inspect the
warehouse at the end of the thirty-day period. If evidence of
compliance is not provided within sixty days of the issuance
of the notice, the commission shall revoke the warehouse
operator's license, and shall again inspect the warehouse. If
a license is revoked, the commission shall give notice of the
revocation to each holder of an outstanding warehouse receipt
and to all known persons who have grain retained in open
storage. The revocation notice shall state that the grain
must be removed from the warehouse not later than the
thirtieth day after the issuance of the revocation notice.

The revocation notice shall be sent by ordinary mail to the
last known address of each person having grain in storage as
provided in this subsection. The commission shall conduct a
final inspection of the warehouse at the end of the thirty-day
period following the issuance of the revocation notice.

3. When the commission receives notice that a deficiency
bond or irrevocable letter of credit is being canceled by the
igssuer, and determines that upon the cancellation the
warehouse operation will not be in compliance with section
543.6, the commission shall suspend the warehouse operator's
license if a new deficiency bond or irrevocable letter of
credit is not received by the commission within sixty days of
receipt by the commission of the notice of cancellation. 1If a
new deficiency bond or irrevocable letter of credit is not
received by the commission within thirty days following
suspension, the warehouse operator's license shall be revoked.
When a license is revoked, the commission shall notify each
holder of an outstanding warehouse receipt and all known
persons who have grain retained in open storage of the
revocation, and shall further notify each receipt holder and
all known persons who have grain retained in open storage that
the grain must be removed from the warehouse not later than
the thirtieth day following revocation. The notice shall be
sent by ordinary mail to the last known address of each person
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Sec. 22. Section 543,12, Code 1985, is amended by striking
the section and inserting in lieu thereof the following:

543.12 PARTICIPATION IN FUND REQUIRED.

A person licensed to operate a warehouse under this chapter
shall participate in and comply with the grain depositors and
sellers indemnity fund provided in chapter 543A.

Sec. 23. Section 543.13, unnumbered paragraph 1, Code
1985, is amended by striking the paragraph.

Sec. 24. Section 543.13, subsections 1 and 3, Code 19835,
are amended by striking the subsections and inserting in lieu
thereof the following:

1. A warehouse operator who stores only agricultural
proaucts other than bulk grain shall have and maintain a net
worth of at least ten percent of the value of the warehouse
capacity, or maintain a deficiency bond or an irrevocable
letter of credit in the amount of two thousand dollars for
each one thousand dollars or fraction thereof of net worth
deficiency. However, a person shall not be eligible for a
license to store only agricultural products other than bulk
grain if the person has a net worth of less than ten thousand
dollars.

3. A bond, deficiency bond, or irrevocable letter of
credit on agricultural products other than bulk grain shall
not be canceled by the issuer on less than one hundred twenty
days' notice by certified mail to the commission and the
principal. When the commission receives notice from an issuer
that it has canceled the bond, deficiency bond, or irrevocable
letter of credit on agricultural products other than bulk
grain of a warehouse operator, the commission shall
automatically suspend the warehouse operator's authorization
to store or accept for storage agricultural products other
than bulk grain if a new bond, deficiency bond, or irrevocable
letter of credit is not received by the commission within
sixty days of the issuance of the notice of cancellation. The
commission shall conduct an inspection of the licensee's
warehouse immediately at the end of the sixty-day period. If
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a new bond, deficiency bond, or irrevocable letter of credit
is not provided within ninety days of the issuance of the
notice of cancellation, the commission shall revoke the
warehouse operator's authorization to store or accept for
storage agricultural products other than bulk grain. The
commission shall conduct a further inspection of the
licensee's warehouse after the ninety-day period. When an
authorization to store or accept for storage agricultural
products other than bulk grain is revoked, the commission
shall give notice of the revocation to all known persons who
have agricultural products other than bulk grain in storage,
and shall notify them that the agricultural products other
than bulk grain must be removed from the warehouse not later
than one hundred twenty days after the issuance of the notice
of cancellation. The revocation notice shall be sent by
ordinary mail to the last known address of each person having
agricultural products other than bulk grain in storage. The
commission shall cause a final inspection of the licensee's
warehouse after the end of the one hundred twenty-day period.

Sec. 25. Section 543.14, Code 1985, is amended to read as
follows:

543.14 AECTION-ON-BONB NOTICE —-- CLAIM.

Any A person injured by the breach of any an obligation of
a warehouse operator, for the performance of which a bond on
agricultural products other than bulk grain, a deficiency

bond, or an irrevocable letter of credit has been given under

any of the provisions of this chapter, may sue on sueh the
bond on agricultural products other than bulk grain,

deficiency bond, or irrevocable letter of credit in the

person's own name in any a court of competent jurisdiction to
recover any damages the person may-have has sustained by
reason of such the breach.

Upon revocation, termination, or cancellation of a
warehouse license, any a claim against the warehouse operator
arising under this chapter shall be made in writing with the
warehouse operator, ard with the surety-on-the-warehouse
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issuer of a bond on agricultural products other than bulk

grain, a deficiency bond, or of an irrevocable letter of
credit, and, if the claim relates to bulk grain, with the

commission within one hundred twenty days after revocation,
termination, or cancellation. Failure to make a timely claim
shati-retteve relieves the surety issuer and, if the claim

relates to bulk grain, the grain depositors and sellers

indemnity fund provided in chapter 543A of all obligations to
the claimanty-however;-this-section-shati-net-be-construed-te

reduce-the-aggregate-tiabitity-of-the-surety-to-other
claimants-below-the-face-amount-of-the-bond-then-in-effect.
Upon revocation of a warehouse license, the commission shall
cause notice of sueh the revocation to be published once each
week for two consecutive weeks in a newspaper of general
circulation in each of the counties in which the licensee
maintains a business location and in a newspaper of general
circulation within the state. The notice shall state the name
and address of the warehouse operatory and the effective date
of revocationy-and-the-name-and-address-of-the-surety-on-the
warehouse~bond. The notice shall also state that any claims
against the warehouse operator shall be made in writing and
sent by ordinary mail to the warehouse operator, and to the
surety-on—the-warehouse-bond issuer of a bond on agricultural

products other than bulk grain, deficiency bond, or of an

irrevocable letter of credit, and to the commission within one

hundred twenty days after revocation, and the notice shall

state that the failure to make a timely claim does not relieve

the warehouse operator from liability to the claimant. ®he

provisions-of-this This paragraph shatt does not apply if a
receiver is appointed as provided in this chapter pursuant to
a petition which is filed by the commission prior to the
expiration of one hundred twenty days after revocation,
termination, or cancellation of the license.

Sec. 26. Section 543.15, unnumbered paragraph 1, Code

1985, is amended to read as follows:
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All agricultural products in storage in a licensed
warehousey-er-a-warehouse-operated-under—temporary-permit~-as
provided-in-this-chaptery; and all agricultural products which
have been deposited temporarily in a licensed warehouse
pending storage or for purposes other than storage, shall be
kept fully insured by the warehouse operator for the current
value of sueh the agricultural products against loss by fire,
inherent explosion, or windstorm. Sueh The insurance shall be
carried in an insurance company or companies authorized to do
business in this state, and evidence of sweh insurance
coverage in a form to be approved by the commission shall be
filed with the commission. No insurance policy shall be
canceled by the insurance company on less than fifteen sixty
days' notice by certified mail to the commission and the
principal unless such the policy is being replaced with
another policy and evidence of the new policy is filed with
the commission at the time of cancellation of the policy on
file. Such The insurance shall be provided by, and carried in
the name of, the warehouse operator. Claimants against sueh
the insurance shait have precedence in the following order:

Sec. 27. Section 543.17, subsection 4, Code 1985, is
amended to read as follows:

4. All bulk grain whether open storage or having been
placed on warehouse receipt shati-be is covered by the
warehouse-eperatoris-bond-as-required-under-the-provisions—-of

this-chapter grain depositors and sellers indemnity fund

created in chapter 543A.
Sec. 28. Section 543.18, subsection 3, Code 1985, is
amended to read as follows:

3. A statement that the receipt is issued subject to the
Iowa bonded warehouse Act and the rules and regulations
prescribed thereunder pursuant to the Act.

Sec. 29. Section 543.34, Code 1985, is amended to read as
follows:

543.34 HYSE-6P-PERM-“BONDED-WAREHOUSEY DISPLAY OF LICENSE.
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Upon-the-£fitingy-with-the-approvai-by-the-commissieny-of-a
bsnd7-in-comptiance-with-this-chapter;-for-the-conduct-of-a
warehouse;-such-warehouse-may-be-designated-as-“bondedi-but-ne
warehouse-shaii-be-designated-as-"bondedt-and-no-name-or
description-conveying-the-impression-that-it-is-so-bondeds
shati-be-used;-unltesa-a-bondj-as-provided-for-in-section
543+137-has-been-approved-by-the-commiassion-and-is-uncanceted
and-on-file-with-the-commisston;-nor-unitess-the-ticense-issued
under-this—chapter—for-the-conduct-of-such-warehouse-remains
in-effects Every warehouse operator's license issued under
the-provisiens-of this chapter shall be conspicuously
displayed in the office of the warehouse for the operation of
which the license has been issued.

Sec. 30. Section 543.39, subsection 2, Code 1985, is
amended to read as follows:

2. Ab-such-time-as When the warehouse operator may-begin
begins to use the additional facilities described in this
section, the operator must furnish-additienai-bond-acceptabie
to-the-cemmissien have sufficient net worth under 543.6 or

provide a deficiency bond or an irrevocable letter of credit

to cover the increase in the operator's gross capacity.

Sec. 31. NEW SECTION. 543A.1 DEFINITIONS.

1. "Board" means the Iowa grain indemnity fund board
created in section 543A.4.

2. "Commission" means the Iowa state commerce commission.

3. "Depositor" means a person who deposits grain in a
warehouse for storage, handling, or shipment, or who is the
owner or legal holder of an outstanding warehouse receipt, or
who is lawfully entitled to possession of the grain.

4. "Fund" means the grain depositors and sellers
indemnification fund created in section 543A.3.

5. "Grain" means wheat, corn, oats, barley, rye, flaxseed,
field peas, soybeans, grain sorghums, spelt, and similar
agricultural products, as defined in the Grain Standards Act,
b:t does not include agricultural products other than bulk

grain.
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SA. "Grain bank" means grain which is deposited in a
warehouse until removed for the personal use of the depositor.

5B. "Grain sold" means grain which crosses the scales of a
grain dealer or warehouse operator other than for grain bank
storage, and other grain purchased by a grain dealer. "Grain
sold" includes the pledge or other encumbrance of grain as
security for a loan extended under a federal price support
loan program. The date of sale of grain which is security for
a loan extended under a federal price support loan program is
the date the grain is delivered to the warehouse operator.

The purchase price of the grain is the principal amount of the
loan extended and the purchase invoice for the grain is the
documentation required for extension of the loan.

6. "Licensed grain dealer" means a person who has obtained
a license to engage in the business of a grain dealer pursuant
to section 542.3.

7. "Licensed warehouse operator" means the same as in
section 543.1.

7A. "Loss" means the amount of a claim held by a seller or
depositor against a grain dealer or warehouse operator which
has not been recovered through other legal and equitable
remedies including the liquidation of assets.

8. "Seller" means a person who sells grain which the
person has produced or caused to be produced to a licensed
grain dealer, and includes a person who executes a credit sale
contract as a seller.

Sec. 32. NEW SECTION. 543A.2 PERSONS PARTICIPATING IN
FUND.

All licensed grain dealers and licensed warehouse operators
shall participate in the fund. 1In addition, a grain warehouse
licensed under the United States Warehouse Act, 7 U.S.C. 241,
may participate in the fund and be subject to this chapter if
a cooperative agreement exists both between the federal agency
and the commission and between the federal licensee and the
commission. The agreement between the commission and the
federal licensee shall be ratified each year the federal
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licensee elects to participate in the fund. A participating
federally licensed grain warehouse shall meet the minimum net
worth requirements of section 543.6.

Sec. 33. NEW SECTION. 543A.3 GRAIN DEPOSITORS AND
SELLERS INDEMNITY FUND.

1. The grain depositors and sellers indemnity fund is
created in the state treasury. The general fund of the state
is not liable for claims presented against the grain
depositors and sellers indemnity fund under section 543A.6.
The fund consists of a per-bushel fee on grain sold remitted
by licensed grain dealers, licensed warehouse operators, and
participating federally licensed grain warehouses; an annual
Eee'charged to and remitted by licensed grain dealers,
licensed warehouse operators, and participating federally
licensed grain warehouses; sums collected by the commission by
legal action on behalf of the fund; and interest, property, or
securities acquired through the use of moneys in the fund.

The moneys collected under this section and deposited in the
fund shall be used exclusively to indemnify depositors and
sellers as provided in section 543A.6 and to pay the
administrative costs of this chapter.

2. The grain dealer, warehouse operator, or participating
federally licensed warehouse shall forward the per-bushel fee
to the commission in the manner and using the forms prescribed
by the commission. If the per-bushel fee has not been
forwarded to the commission by the date required by the
commission, the grain dealer, warehouse operator, or
participating federally licensed warehouse is subject to an
interest penalty for each day the grain dealer, warehouse
operator, or participating federally licensed warehouse fails
to forward the fee. Interest shall be simple interest, and
shall be the maximum lawful rate of interest for the month the
payment was due. If the per-bushel fee has not been forwarded
to the commission within thirty days after the payment was
due, the grain dealer's or warehouse operator's license or the
participating warehouse operator's cooperative agreement shall
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be suspended. The per-bushel fee shall be collected only once
on each bushel of grain.

3. a. All licensed grain dealers, licensed warehouse
operators, and participating federally licensed grain
warehouses shall annually remit a fee to be deposited into the
fund which is determined as follows:

(1) For class 1 grain dealers, five hundred dollars.

(2) For class 2 grain dealers, two hundred fifty dollars.

(3) For warehouse operators or participating federally
licensed grain warehouses:

(a) For intended storage of bulk grain in any quantity
less than twenty thousand bushels, forty-two dollars plus
seven dollars for each two thousand bushels or fraction
thereof in excess of twelve thousand bushels.

(b) For intended storage of bulk grain in any quantity not
less than twenty thousand bushels and not more than fifty
thousand bushels, seventy dollars plus four and a half dollars
for each three thousand bushels or fraction thereof in excess
of twenty thousand bushels.

(c) For intended storage of bulk grain in any quantity not
less than fifty thousand bushels and not more than seventy
thousand bushels, one hundred fifteen dollars plus four and a
half dollars for each four thousand bushels or fraction
thereof in excess of fifty thousand bushels.

(d) For intended storage of bulk grain in any quantity not
less than seventy thousand bushels, one hundred thirty-seven
and a half dollars plus two and three-quarters dollars for
each five thousand bushels or fraction thereof in excess of
seventy thousand bushels.

b. Payment of the required amount shall be made before the
grain dealer's or warehouse operator's license is renewed, or
before the participating federal licensee's agreement with the
commission is ratified.

4. A person who applies for a grain dealer's or warehouse
operator's license or a federal licensee who elects to
participate in the fund who has not previously paid the full
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fee required by subsection 3, shall pay that amount before the
license is issued or the agreement is ratified.

5. All disbursements from the fund shall be paid by the
treasurer of state pursuant to vouchers authorized by the
commission.

6. The administrative costs of this chapter shall be paid
from the fund after approval of the costs by the board.

Sec. 34. NEW SECTION. 543A.4 INDEMNITY FUND BOARD.

The Iowa grain indemnity fund board is established to
advise the commission on matters relating to the fund and to
perform the duties provided it in this chapter. The board is
composed of the secretary of the department of agriculture or
a désignee who shall serve as president; the director of the
department of insurance or a designee who shall serve as
secretary; the state treasurer or a designee who shall serve
as treasurer; and two representatives of the grain industry
appointed by the governor, subject to confirmation by the
senate, one of whom shall be a representative of grain
depositors and sellers and one of whom shall be a
representative of grain dealers and warehouse operators, each
of whom shall be selected from a list of three nominations
made by the secretary of agriculture. The term of membership
of the grain industry representatives is three years, and the
representatives are eligible for reappointment. The grain
industry representatives are entitled to forty dollars per
diem for each day spent in the performance of the duties of
the board, plus actual expenses incurred in the performance of
those duties. Three members of the board constitute a quorum,
and the affirmative vote of three members is necessary for any
action taken by the board, except that a lesser number may
adjourn a meeting. A vacancy in the membership of the board
does not impair the rights of a quorum to exercise all the
rights and perform all the duties of the board.

Sec. 35. NEW SECTION. 543A.5 ADJUSTMENTS TO FEE.

1. The board shall review annually the debits of and
credits to the grain depositors and sellers indemnity fund
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created in section 543A.3 and shall make any adjustments in
the per-bushel fee required under section 543A.3, subsection
2, and the dealer-warehouse fee required under section 543A.3,
subsection 3 that are necessary to maintain the fund within
the limits established under this section. Not later than the
first day of May of each year, the board shall determine the
proposed amount of the per-bushel fee based on the expected
volume of grain on which the fee is to be collected and that
is likely to be handled under this chapter. The per-bushel
fee and the dealer-warehouse fee shall be adjusted on a pro
rata basis. The board shall make any changes in the previous
year's fees in accordance with chapter 17A. Changes in the
fees shall become effective on the following first day of
July. The per-bushel fee shall not exceed one-quarter cent
per bushel on all grains on which the fee is to be paid.

Until the per-bushel fee is adjusted or waived as provided in
this section, the per-bushel fee is one-quarter cent on all
other grains on which the fee is paid.

2. 1If, at the end of any fiscal year, the assets of the
fund exceed six million dollars, less any encumbered balances
or pending or unsettled claims, the per-bushel fee required
under section 543A.3, subsection 2, and the dealer-warehouse
fee required under section 543A.3, subsection 3, shall be
waived until the board reinstates the fees on a pro rata
basis. The board shall reinstate the fee if the assets of the
fund, less any unencumbered balances or pending or unsettled
claims, are three million dollars or less.

Sec. 36. NEW SECTION. 543A.6 CLAIMS AGAINST FUND.

1. When a depositor or seller has made a demand for
settlement of an obligation concerning grain on which a fee
was required to be remitted under section 543A.3 and the
licensed grain dealer or licensed warehouse operator has
failed to honor the demand, the depositor or seller, after
providing the commission with evidence of the demand ard the
dishonoring of the demand, may file a claim with the com-
mission for indemnification of damages from the grain
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depositors and sellers indemnity fund to be measured as
follows:

a. The board shall establish the dollar value of the loss
incurred by a depositor holding a warehouse receipt or a scale
weight ticket for grain that the depositor delivered to the
licensed warehouse operator, and by a seller who has delivered
grain sold on a credit-sale contract to a licensed grain
dealer. The value shall be based on the average fair market
price being paid to producers by the three licensed grain
dealers nearest the warehouse operator or grain dealer for the
grain on the earlier of the date of license suspension or the
date on which the commission received notice that the receipt,
scaie weight ticket, or credit-sale contract was dishonored by
the licensed warehouse operator or licensed grain dealer. All
depositors filing claims under this section shall be bound by
the value determined by the board.

b. The dollar value of the loss incurred by a seller who
has sold grain or delivered grain for sale or exchange and who
is a creditor of the licensed grain dealer for all or part of
the value of the grain shall be based on the amount stated on
the obligation on the date of the sale.

2, The grain depositors and sellers indemnity fund is
liable to a depositor or seller for a claim which arises on or
after the effective date of this Act for ninety percent of the
loss, as determined under subsection 1, but not more than one
hundred fifty thousand dollars per claimant. The aggregate
amount recovered by a depositor or seller under all remedies
shall not exceed ninety percent of the value of the loss. If
the moneys recovered by a depositor or seller under all
remedies exceed ninety percent of the value of the loss, the
depositor or seller shall reimburse the fund in the amount
that exceeds ninety percent of the value of the loss. '

3. The board skall determine the validity of all claims
presented against the fund. A claim filed under this section
for losses on grair other than grain stored in a warehouse
operated by a licensed warehouse operator is not valid unless
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the seller has made a demand for settlement of the obligation
within twelve months after the grain is priced or delivered
for sale, whichever occurs later except that if the notice
provided in section 542.12 has been given, the seller must
make the demand for settlement of the obligation within the
one hundred twenty-day period. A depositor or seller whose
claim has been refused by the board may appeal the refusal to
either the district court of Polk county or the district court
of the county in which the depositor or seller resides. The
commission shall provide for payment from the fund to a
depositor or seller whose claim has been found to be valid.

4. If at any time the fund does not contain sufficient
assets to pay valid claims, the commission shall hold those
claims for payment until the fund again contains sufficient
assets. Claims against the fund shall be paid in the order in
which they are found to be valid. However, no claims shall be
paid before the fund initially reaches one million dollars.

5. If a depositor or seller files an action for legal or
equitable remedies in a state or federal court having
jurisdiction in those matters that includes a claim against
grain upon which the depositor or seller may file a claim
against the fund at a later date, the depositor or seller
shall also file with the commission a copy of the action filed
with the court. 1In the event of payment of a loss under this
section, the commission shall be subrogated to the extent of
the amount of any payments to all rights, powers, privileges,
and remedies of the depositor or seller against any person
regarding the loss. The depositor or seller shall render all
necessary assistance to aid the commission in securing the
rights granted in this section. No action or claim initiated
by a depositor or seller and pending at the time of payment
from the fund shall be compromised or settled without the
consent of the commission.

Sec. 37. NEW SECTION. 543A.7 NO OBLIGATION OF STATE.

This chapter does not imply any guarantee or obligation on
the part of the state of Iowa, or any of its agencies,

3 YA
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employees, or officials, either elective or appointive, in
respect of any agreement or undertaking to which this chapter
relates.
Sec. 38.
operators shall maintain a bond in an amount as required by

Licensed grain dealers and licensed warehouse

the law in effect on January 1, 1986, or an irrevocable letter
of credit in the amount of the bond, until the grain dealer or
warehouse operator has qualified for a license under the
license requirements specified in this Act. The license of a
grain dealer or warehouse operator who has received notice of
the cancellation of the required bond shall not be revoked if
prior to revocation, the licensee satisfies the license
reqhirements of this Act or, if the licensee is in compliance
with the license requirements in effect on January 1, 1986,
the licensee provides an irrevocable letter of credit in the
amount of the bond to the commission. However, all licensed
grain dealers and licensed warehouse operators shall satisfy
the license requirements of this Act on or by September 30,
1986. Failure to meet the requirements by that date shall
result in the revocation or nonrenewal of their license.

Sec. 39.
the indemnity fund is liable for claims which arise on or
after the effective date of this Act but before October 1,

Notwithstanding the provisions of section 543A.5,

1986 only if the claim is against a licensed grain dealer or
licensed warehouse operation who has complied with section 30
of this Act by maintaining the bond or irrevocable letter of
credit, by qualifying for a license under the requirements
imposed by this Act, or by providing the irrevocable letter of
credit and meeting the January 1, 1986 license requirements.
For claims arising on or after October 1, 1986, the indemnity
fund is liable for claims against grain dealers or warehouse
operators who have satisfied the licensing requirements of
this Act or against a participating federally licensed grain
warehouse who has satisfied 543A.2.

Sec. 40.
takes effect from and after its publication in the

This Act, being deemed of immediate importance,
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Marshalltown Times-Republican, a newspaper published in
Marshalltown, Iowa, and in The Belle Plaine Union, a newspaper
published in Belle Plaine, Iowa.
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