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A BILL FOR

1 An Act relating to thne management of grain, providing for zhe
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2 assessment of fees, providing an effective date, and
3 penalties applicable.
4 BE IT ENACTEZD BY THE GENERAL ASSEMBLY OF THE STATE OF [OWA:
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Sectign 1. Section 542.2, CTode 1961, iz amended by adding
the tollowing new subsection:

NEW SUBSECTION. 3. The departmeni shall not lssue or
renew a license to a grain dealer purchasing grain by credit-
saje contract unless the grain ¢eaier has furnished evidence
of financial responsibility with the departiment censisting of
either & surety bond or a liability insurance policy or &
certification of the bond or policy, as reguired in section
542.15.

Sec. 2. Section 542,15, Code 1991, is amended by addiang
the following new subsection:

NEW SUBSECTION. S. A licensed graln dealer who purchase:c
graln by credit-sale contract shail furnish the depariment
with evidence of financial responsibility consisting either of
a bond or a lilability insurance policy or a certification of
the bond or pciicy. The bonrnd or insurance pcticy shal: be

payable to the Igwa grain i1ndemnity fund board. The bond or

A
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i

policy shall be issued by a perscn and according to pro
approved by the department and the board. The bond shall be
conditioned upon the payment of an amount determined pursuant
to section S43A.4, in accordance with rules adopted by :the
department in consultaction with and subject to approval by the
board. The amount of the bond or liability insurance shali se
fifty thcusand dollars.

The department and the board shall be not:fied cthirry days
prior to any reduction at the request of the applicant cr
canceilation of the bond or liability insurance by the surety
or insurer. The total and aggregate liability of the surety
and insurer for all claims shail be limited to zhe face of the
bond nr 1ianpliity insurance policy.

Sec. 3. Section 343A.1, Code 1991, is amended 5y adding

the feollowing new subsections:

NEW SUBSECTICN. 1A. "Covered seller" means a sellier ouher
than a seller who purchases grain by a credii-sale contracs.
NEW SUBSECTICN. 1B. "Credit-sale contrac:" means credit-
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sale contract as defined in secticn 542.1.
NEW SUBSECTION. 1C. “"Credit-sale fund" means the sel.ers

of credit-sale contracti grain indemnity fund as oreated In
sechion S43A.8,

Sec. 4. Section 543A.1, subsecticn 8, Code 1391, is
amended to read as follows:

8. "Loss" means either of the following:

a. The amouni of a claim which may be filed against the

fund pursuant to section 543A.6, if the claim is held by a

covered seller or a depositor against a grain dealer or
not been recovered
inciuding the

warehouse operator whiehr and the amount has

through other legal a=é ¢r equitable remedies,

liguidation of assets

b. The amount of a clalm which may be filed against the

ho has s0.8 grain by

credit-za_e

contract and the amount has _not been recovergd targugn grner
legal or equitable remedies, including tne liquidazicn cf
assets

Sec. 5. Section 543A.1, subsection 9, Code 1991, 1s
amended to read as follows:

9. "“Seller" means a person who sells grain which the
person has produced or caused to be produced to a licensed
grain deaier, but-excludes-z-person-who-exeecutes-a-cred:rt-sate
eontract-ag-a-vetrer;--Howevery-lgetlterti-does-nac-+racinde
including a person Licensed as a grain dealer 1n any
jurisdiction who sells grain to a licensed grain cealer.

Sec. 6. Section 543A.3, subsecticon 1, Code 1991, is
amended tc read as follows:

1. The grain depositors and seilers indemnuicy fund 15
created in the state treasury as a SepParate accoun The
general fund of the state s not liable fcr claims presented
against the grain depositors and sellers indemni:y fund under

S43A.6.

urchased graln remitted by licensed grain dea
=] By

u
section The fund consists of a per-bushel fea on
n

lers a
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licensed warehouse cperatuors; an annuae.l e
remitied by licensed grain dealers and Ligensed warencuse
cperators; delinquency penaltics; sums collected by the
department by legal acticn on bevall of the [und: and

Lerezs, property, or securities acquilred throaugh the use cf

3

moneys wn the fund.,

PARAGRAPH BDIVIDED, The f£iscal year of the fund begins July
1. Tlscal quarters of the fund begin July 1, October 1,
Januatry 1, and April 1. The finances of the furd shall be
calculated on an accrual basis in accordance with generally
daccepted accounting principles.

PARAGRAPII DIVIDED. The moneys collected under this section
and deposited in the tund snall be used excius‘vely '90
indennify depositors and covered sellers as providged in
sect 1o 543A.6 and Lo pay the adminiastrative costs of $his

chaprer.

sec. 7. Section 343A.3, subsection 6, Code 18931, 13

amended to read as follows:
6. The administrat:ve costs of this chapter shall he paid

from the femd funds establlished in seccions 543A.3 and 547A.8

atter appreovai of the c¢osts by the board.
Sac. 8. Section 543A.3, zubsection 7, Code 195, is
amende=d to read as follows:

7. A grain dealer may choose o Dass on the cost oL a4 pers-

bushel fee to the covered sellers by an ifemlzed discount
nocted on the sertlement sheet. However, £ the per-pushel [ev

is not in effect, re a ara
dgiscount on the puranase of grain., A discount made nominally
2r une per-pushel fee while the fee is not in effeoct :s
crounds for license suspension and revocatlion nder chanter

Sec. %, 3Secticn S43A.4, subsectisns 2 oanrd I, Coude 1380,
are amended %o rz2ad as foliows:

-~

2. The autles 0f rthe voard inciude z—he rev:ew and

p7]

determination of ciaime, and the review and aprnroval of




admlnistrative costs of the
543A.3 and 543A.8. To carry

the power to adopt rules regar

procedures for determining

approve rules proposed by the departmen:

adninistration of the per-bushel £es fees nricr o zheir
adoption by the departmert. The board may provide comment and
advice to the department in regaré to the depariment’'s
administration of chapters 542 and 543 where the department
policies and rules may affect the exposure of the {und %0
iiability. However, the bcard shall not pecome actively
involved in a determinaticn by the department as to whetacr
disciplinary ac:iion is to be taken agains:t a particular
icensee. The becard is not a forum for review or appeal in

rd to any particular action taken by the department

e
against a licensce,.

3. The depar:tment through the grain warencuse bureau
perform the administrarive funcrticns necessary for the

operation of the board and the-fund funds under the board's

control. Administrative costs approved by the board relating

to the grain depositors and sellers indemnitv fund

pai¢ from the that fund. Adminigtrative cOSts approv

the sellers of credit-sale contract

lndemnity fund shall be made from that fund. The rules of

department shalil contain the rules of the bcard adepted for
Its organization and its procedures. The depariment sna-l
adopt rules for the administration of the per-bushel fee upon
thke board's approval of the rules proposed by the cepartment.
The secretary of agriculture, as president cf the peard as
well as head of the department of agricuiture and land
stewardship, shall administer the department so as

the risk of leosgg o the fund while protecting

depositers and sellers ¢f grain, Policles and

administration of chapters 542 and 543 which, as

tne secretary of agriculiture, may affect the 2xposure

_._1_
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fune, chai? e pregsenitod o zihe beoard Ior comment pUioy TO
L 17 aception by The cepartment.,

PARAGIAPH SIVIDED The department shall nase reporis Lo

LRe beard in regard LD licensec lnvestlgations whicoon may

cicsed sesslion pursuant to section 23,5, and are conflidential.

In making the repocrt, the department shall make avallable o

the board records of ligcensees which are otherwise
confident ial under section 22.7, 542.16, or 534%.24. llowever,
a determiration io taxe discipilinary acnion agalnst &
particuiar licensee shall be made exclusively by thie

epartment. A report to the beard 1s not @ preregulsite to

a. oo

isciplinary action against a licensee. Review of any action
againzt a licensee, wnether or not relating Lo «he elnher
fand, snall be made excliusively through the dopartrment.

Sec. 19, Sechien 543A.4, Code 1591, s anmended Ly oaddirng
tne Followlng new subsecilion:

NEW SUBSECTION. 4. The board shall review and ceieriline

claims py sellers opurchasing graln by credit-saie conrract
pursuant &g section 543A.106. To carry 24t these <dutloes, une

S
board has tne power to adopt rules regarding 2rocedur

es for
determining claims. The bcard may provide comment and advice
: D

Yo the department. The board shall approve rules adopted ov

the depariment requliring that grain de

department with evidence I financial responsi

consisting either of 2 nond or a liabpliity ins:
a

certification of the bond or volicy. The 2o

riles for the payment of moneys from a beond or asuriance
policy reguired o relmburcse the department oy adronlarranioue

or Lavestigatory costns reiatnad to the grain dealer -uoqirved o
e

pond ©r policy. The remaining monrevs shall e

palc int2 the credlt-sale contract fund.
sec. 1l. Section 543A.3, subsecrtion i, Ogde 199, Is
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1. The bocard shall review annually the denits of ancd
credits to the grain depesitors and sellers indemnity fund
created in section S43A.3 and shall make any adjustmenis in
the per-bushel foe required under section 3543A.3, subsconic:
2, and the dealer-warehouse fee reguired under sechicn 543A4.3,
subsection 3, that are necessary to maintaln the fund within

the limits established under this section, Not later than the

h

irst day of May «f each year, the board shall determine “he
proposed amount of the per-bushel fee baszed on the expecued
voiume ©f graln on which the fee 1z to be coliccted and *har
's likely to be handied umder-zars-chapter, and shell also

determine any adjustment to the dealer-warenouse fee.  The

Doard shall make any changes in the previois year’'s Iees 1n
accordance with chaprter 17A. Changes in the fe=5 shall become
effective on the following first day of July. The ver-busnel

Ie)
v
b
'

fee skhall not exceed sne-quarter cent oper busnhed
purchased qrain as d2iwned in section 543A.3. uUntil "he per-
bushe. fee s adjusted or waived as prov.ded :n this secricn,
the per-bushe: fee s one-quarter ceni ¢n all purchased graln,

Sec. 12. Section S543A.6, subsection I, unaumpere
paragrapn L, Code 1991, is amenced 5 read as fol.ow

& depositor or cuvered seller may file a claim with the
department for indemnificarion ¢f a loss from the gra.n
depos:itors and sellers 1indemnity fund. A claim shail be filed
in the manner prescribed by the board. A claim shail not be
filed prior to the incurrence date, which ls the eari:ier of
the following:

Sec. 13. Section 543A.6, subsection 3, paragraphs ¢ and d,
Code 1991, are amended to read as follows:

c. That the ciaimant qualifies as a depos:tor or covered

ry]

d. That the claim derives from a covered transachicn.
purposes of this paragraph, a claim derives frcm a covered

transactlon if the claimant is a covered selier who

transferred title to ~Zhe grain n¢ the grain dealer 2ther-tman
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By-credsn salte-generass witnln six moniths of

t 1s a depositor who delivereg the

[o1]
n}

jalim

date, or it the

Graln to the warehsuse operator.

Sec, L4. sechior 5434.6, subsection 5, Code 1931, 13
amended to read as foliows:

5. VALUE OF LOSS -- GRAIN DLALEZR CLAIMS. lhe dollar value
of a claim incurred by a covered seller who has s01d grain or
delivered grain for sale or exchange and who 1s a credlicr ¢
the Iicensed grain dealer for all or part of =he valiue of
grair shall be basad on the amzunt stated on the obligarion on
the date of the sale. 1f the sold grain was unpriceq, the
valiue of a4 ciaim sha’ll he presumed Lo be hased upon the fair
marxke* price, free-on-bdear site of tre grain Cealer,

being paid to producers for
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rain by the grain terminal
operator nearest the qrailn dealer on the date ¢f rhe license
revocation or cancellaticn ¢r the £iling of a periiion in
bankruptcy. Lf more =han one date applies te 2 cilailm, “he
bodrd may choose between the twe. However, ifne Lcara may
accept an asternative valuatlion of a claim upot a zhaowing of

ust cause by the coverad selier or department. All COVeE

.

e
seliers f.ling ¢laims under thils section shall ne oound by tne

value determined by the board. Tre value ¢f the loss 1s ing
cutstanding dalance on the validated cigim az The wime LI

payment from the fund.

5. PROCEDURE —-- ATL AL, The board, through the

nsligr oanrd

A

o each der

e
selier upecn Lts determination of eliglinilizy znd value

provided oy the board. The hcaring and any Lurtnsr avpea.

shall be conducted as a conzested 2ase subiect 2 fnapter /A,
A deposiior or cgvered selier wihose claim has oeen refused by




the hoard may appeai hthe ro
of Polk county cr the district court of
the depositor or covered seller resides.
Sec. l16. Section 543A.6, subsection 8, Cuds 18991%,
amencded to read as 'ollows:
8. SUBROGATION OF FUND. 1In the event
under this section, the fund is sudregated
amount of any payments o all righos, powers, priviieges,
remediag of the depositor or covered seller againsh any
the ioss. The depasitor or covered selier
necegsary assistance to aid the deparlmen:
—hie A

securing the rign:is granted In his 8

No» achion or claim 1nitiated by a depositer or ¢overed

o~ on

and pending at the Zime of payment from the fund saall

compronised or settled without the consenc of the

sec. .7, 543A.8 SLELLZRS OF CREDIT-SAL
CONTRACT GRAIN INDEMNITY FUND,

1. The sellers of credit-sale ceontract graln indemnity
fund is created In the state treasur) sepnarate acoount.
The general fund of rnhe state is not
presented against the credit-sale
543A.10. The fund consists of a per-bushei
grain purchased by credit-sale caniract and
licensed grain dealers; delinguency penaities;
by the department by legal action cn behait
contracrt fund; and interest, prcperty, or s
thrcugn the use of moneys in the credit-sale
The fiscal year of the fund begins

the credit-sale contract fund bhegin July i,

1, and Apr:i 1. The finances 2I the credit-s
shall be calculazed on an accrual bhasis
generally accepted accound

collected :nder “his section

contract fund shall e uased ex

as provided in secticn 543A.10




orasrs of this chavter.
7 2. A ver-hushel fee shall be assezsed on all purachasied
3 grain &3 used i this cphapter, “purcnasad grain’ means graun

hicn is entered 1n the company-swned paid posiiion i

A

evidenced on the grain dealer's daLiy positicr cecord.

w1

6 However, I rhe grain dealer provides documentation regarding
the nransaction satisfactory to the department, the fcilowing
8 transactiaons shall be excluded from the fee:

4 a. Grain purchased from the Urnited States gaoverament or

0 any of 1ts subdivisiors or agencles.
i 5. Graln purchased from a person ilicensec as a Zrain

12 dealer in any jurisdiction.
L3 The grain dea.er shall forward the per-pushe. fes to the

l4 department on & quarterly basis in the manner and using the

15 forms prescribed by the department. A licensee (s agelinguen:
6 1L rvrme licensee falls to submit the full Zee 3y guarterly

Wi torms when due, ov 1f upon examination, an underpaysmen:t of fhe
'8 ree 15 fiund by the depariment The grain dealer 18 subjec:

19 to a penalty of ten doliars for each day the graicn deaier 15
20 deilinguent or an amount egual :t¢o the amcunt of the deficiency,
21 whicnever 1s less, However, a iicensee who f

22 the fuil fee cr quarterly forms when due is subject t¢ a

23 winilmum payment of fon doillars. The departmen: may estasl.sn
24 and appiy a maergin of error in defermining whezher a grain

25 dealer 15 delinguent., If uwhe per-bu

26 due have nct been received by the d
27 days atter notice by Lhe depariment, the cgrain dealer's
28 license shall be suspended. The per-

-
29

rain purchased oy credit-sale contra

S

30 oniy once on each bushel of grain. However, the ¢rain dealer

1

3. must 2:5C pay the per-bushel fee on rhe grain as requirad in

32 sect!

32 3. All disbursements from rrhe credit-sale concract fund
A

34 shail be pal

3% authorized b




choose Eo pass
per-bushe: fee
tc the grain is tra
Sec. 18. ¥ SE 543A.9  ADJUSTMENTS TO
review anpually the debits
credits to the credit-sale contract fund created
543A.8 and shall make any adjustments in the
equired under section 5343A.8 that are n=
fund within the
Not later than the
hail determine the propoaern
the per-~bushel {ee based on the expected volume of grain
which the fee is to be collected and that is l:i<ely to be
nandled under section 5343A.8. The beard shall make
changes 1n the previous year's fees in accordance
+7A. Changes in the fees shall become effective

oLiowing first day of Ju:y. The per-busnei fee

exceed one cent per bushtel on ail purchased grain

in section 543A.8. Untii the per-bushel fee
wailved as provided in thisg section, the per-bush
cent on all purchased grain.

2. If, at the end of any =hree-mcntn period, th
the fund exceed six miiiion <ollars, less any encu
palances or pending or unsettled claims, the per-bushel
required under section 543A.8 shall be waived andé zhe
net assessable or owing. The board shall reirszate
1f the assets <¢f the fund, iess any unencumbered balances
pencing or unsettled ciaims, are three millicn dollars or
iless.

Sec, 19, NEW SECTION. 5432.10 CLAIMS AGAINST To=
SALE CONTRACT FUND

1. PERSONS WH(Q MAY TILE TLAIMS -- TIME OF FILING.

seller selling grain bdv credit may file a claim with

=
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concract fand. A claim shall be Siisd ip rhe mannaes
prescribed by the board., A claim siwll not be ©f e DYLGr Yo
the incurrence date, wnich ‘¢ the earlier of the following:
a. The revocation, termination, or cance las.or of the
¢nse Of the grain dealer
b. The filing of a petition in bankruptcy by a crair
To be timely, a claim shall be filed within one handred
twenty days of the Incurrence cate,

2« NOTICE. The department shall cause notice 2t the

apening of the ciaim periad to be pubiished once each weex

tWC consecutive weeks in a newspaper of general clroulatis 10
eachl of the counties in which the licerceo mainta:ing a
busiress locaticn and in a newspaper of general circilation

within tihe state. The notice sha.l state the name and address
of the licensee and the clainm tncurrence date. The notice
shall also shtgte that 30y ©.aims againg:t the fund on account
shall be sent by ordinary mail to the

n one hundred twenty days after tne incurrence
he failure =5 make a T1mely clailm reiloves the
act funa from Iiability to she cia:iman:.

This notice may be incorporated by the depariment with g
notice required by section 242.12, 543.14, or 5434.5.

3. DETERMINATION OF ELIGIBLE CLAIMS., Tne board shail
determine a claim ro be e..givle for payment from the crediz-
Sale contract fund if “me hoard finds a e

a. That the ciaim was simely £iled.

b. fpat the incurrence date was on or afiter Suly 1, .991.

T.e Thal the claimant Jualifles as z seller wrZ o has sold
Grain vy credic-sale coarrace.

4.  That the clair derives from 4 covered *ransacticr. ror
Purposes of *his paragrapn, a claim derives from a covered

- . H CE e s
cransactigon .f tne Coalmnant s A ZeLier who transrers



Wwlithin itwelve months

e. That there 15 ade
existence of a clainm and tc det

4. VALUE GF 1.055. The dol’ar
a seiller wno has sold gralin by

exchange and who is a creditor

ail or part of the vaiue of the grain sha.:

amount stated on the contract on the date

3 i grain was unpriced, the value of a clawm

to he based upon tne fair market price, {ree-on-Livard
site of the grain deaier, being paid ro producers fov
the grain terminal operator neares:t the grain dealer
of tne Ligense revcocation or canceliaticn of the
a2 petition in bankruptey. If more than one date
applles o a claiw, -he voard fray choose becwaen the Two.
dowever, the board tay accept an alternasive va.uatlon of 4
claim upen a showing of just cause by the seller or
department. All sellers £iling cliaims uncer this
shail be pound by the value determinec¢ by the bcard.
value of the loss 18 the ocuzstanding baliance ¢ the
clajm at the zime of pavment frem the fund.

5.,  PROCEDURE —-- APPSAL. The board, through the
department, shall provide for notice to each seller upen 16s
determination of eligibiiity and value of loss. Within twenty
days ¢f rne notice, whe seller may request a hearing for the
review of either determinaticn. The reguest shall be made 10
the manner provided by the board. The hearing and any furtner
appeal shall be conducted as a contested case subiect o
chapter 17A. B Zepc r whcse claim has been refused
poard may appeal t! refusal o either the distr:

Polk county or the district court of the county 1rn
depos:tor or sel :
6. PAYMENT OF CLAIMS. Upon a determination that
eiigible for payment, the board shall prov.de for paymen:

rg
1oss, as determined under subsectlon

b ]

is
of £ifty percent of che

-12-
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4, Duy ot Tmede than one hundred Pifoy Thousand Jdoliacs per
clawmen: . If av any time Snhe board determines Thar there are
nguffloelent fueds to mase vaymwent of all clalms, he beard

| RS

shail order payrenz £o be made on a prorared nbasis.  However,
the uneancumbered halance of the fund shall not be Less than
three miiliopn doliars, Claims which have not bhecn compietely
satisfled shall be deferred. The department, upcn the bcard's
nstracrion, shall ncoid chose clainms for payment antil tne
noard deilermines that the credit-sale contract fund again

ccrtains sufficlent assets.

jvy
b

J
]
]

7. >UBROGATICON OF FUND. In the event of paymenr of
under this section, the credit-sale contract fund is
subrogated to the extent of the amount of any payments 2 a!

zes, and reriedles of tne se.ler againsct

4]

rights, powers, privil

hl

e
any person regarding the lcoss. The seller skhall render ali
necessary assistance o ald the department and the doard in
securing the rignts granted in *his secticn. No achion or
claim Inltiated by a seller and pending at thne time 2¢ paymen:

cntract fund shall be conpromised or

ent of the board.
sSec. 20, EFFICTIVE DATE. The Act takes effect October 1,
2990, However, the department of agriculture and land
Stewardship shall adoprt rules wnich shall be effective ne

zarer than October 1, 1991, which are necessary to impilement

EXPLANATION
This %iil provides lor the regulation of grain dealers and
warehcuse ope s by uthe depar:iment of agriculture and land
stewardship pursuant 2 chapters 542 and 543 of =he Code. The

D11l provides that the depdrtmens s553ll nof issue or renew a

~iCense to a grain dealor purcrasing grain by credli-sale
cortract unless the gralin dealer ras furnished evidence =F¢

tinancial respensibility with the department oonsis-ing oF

either a surety sond or a iliability insurance pulicy.  The

Diil provides reqguiremen for the lgsuance of such oonds.

ot
%]
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The L1111 requives that graln purchased bv crodi

CONLTACcL 15 subiect to a one cent assessn
deposited in the sellers of credit-sale cunoracr 37ain

indemnity fund created 1n the bill. The furg .3 adminisnersd

oy the Iowa grain indemnlty fund board. A seller who nas a

0

ciaim against seiler of grain may be raimbursed Irom Lae new
fund for up to 50 percent of the selier's loss, DUL not wcre
than $i50,000. Tne biil provides procedures reiating to
cilaims, determination ¢f losses, and payment of claims.

A grain dealer who purchases grain by cred:r-sale contrac:
without satisfying conditions ral

a
as requirad in tnis bill commibs a serio
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BY (PROPOSED COMMITTEE ON
AGRICULTURE BILL BY

CHAIRPERSON PRIEBE)

Senate, Date Passed House, Date
Ayes Nays Vote: Ayes Nays

Approved

A BILL FOR

1 An Act relating to transactions involving grain, by prohibiting
the use of credit-sale contracts, providing an effective date,
and making penalties applicable.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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3
4
5
6
7
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Section 1. Section 542.1, subsection 7, Code 1991, is
amended to read as follows:

7. "Seller" means a person who sells grain which the
person has produced or caused to be produced to a licensed
grain dealery;-and-tnciudes-a-person-who-exeentes-a-credre-saie
eentract-as-a-setier,

Sec. 2. Section 542.3, subsection 2, paragraph a, Code
1991, is amended to read as follows:

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

Sec, 3. Section 542.3, subsection 4, paragraph b, Code
1991, is amended to read as follows:

b. The grain dealer shall submit, as required by the
department, 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 department 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
department. The department shall not require that a grain
dealer submit more than one such unqualified opinion per year.
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.
However, at any time the department may require a financial
statement that is accompanied by the report of a certified
public accountant licensed in this state that is based upon a

_l_
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review performed by a certified public accountant if the
department has good cause to believe that the net worth or
current asset to current liability ratio of a licensee
presents a danger to producers or sellers with whom the
licensee deals. "Good cause" means that the department has
evidence that the licensee issued checks on insufficient
funds, evidence of a quality or guantity shortage in a
warehouse facility, or evidence of violations of recordkeeping
requirements. If-a-grain-deaier-making-the-election-engages
rn-credrt-sate-contracta;-the-grain-deater-shati-atso-compiy
with-the-pravistons-of-seetion-542-15;-subsection-8<

Sec. 4. Section 542.3, subsection 5, paragraph b, Code
1991, is amended to read as follows:

b. The grain dealer shall submit, as required by the
department, a financial statement that is accompanied by an
ungualified opinion based upon an audit performed by a
certified public accountant licensed in this state. However,
the department 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
department., The department shall not require that a grain
dealer submit more than one such unqualified opinion per year.
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.
However, at any time the department may require 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 a certified public accountant if the
department has good cause to believe that the net worth or
current asset to current liability ratio of a licensee
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presents a danger to producers or sellers with whom the
licensee deals. "Good cause" means that the department has
evidence that the licensee issued checks on insufficient
funds, evidence of a quality or quantity shortage in a
warehouse facility, or evidence of violations of recordkeeping
requirements. If-a-grain-deater-making-the-eiectiron-engages
in-credit-saie-contrac237—bhe—grain-dea}er-shaii-aiso-compéy
with-the-provistons-of-section-542:3157-subsection-8+

Sec. 5. Section 542.8, unnumbered paragraph 1, Code 1981,
is amended to read as follows:

A person licensed as a 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 uniess-in
accordance-with-the-termas-of-a-credit-sate-contract-that
satiafies-the-requirementa-of-thres-chaprer.

Sec. 6. Section 542.11, subsection 2, Code 1991, is
amended to read as follows:

2. A person who engages in business as a grain dealer
without obtaining a license, or who purchases grain by credit-

sale contract, who refuses to permit inspection of licensed
premises, or books, accounts, records, or other documents

required by this chapter, or who uses a scale tickety;-eor
credit-sa}e-contracé that fails to satisfy requirements
established by the department, commits a serious misdemeanors
except-that-a. However, a person who commits ahy of these
offenses after having been found guilty of the same offense
commits an aggravated misdemeanor.

Sec. 7. Section 542.15, Code 1991, is amended by striking
the section and inserting in lieu therecf the following:

$42.15 CREDIT-SALE CONTRACTS PROHIBITED.

A grain dealer shall not purchase grain by credit-sale

contract.
Sec. 8. Section 542.17, subsection 1, Ccde 1991, is

amended to read as follows:




S.F. H.F.

1. The department may adopt rules specifying the form,
content and use of scale ticketsy;-and-credit-sate-contraces,
All scale ticket forms in the possession of a grain dealer
shall have been permanently and consecutively numbered at the
time of printing. A 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. ' ‘

Sec. 9. Section 542.21, Code 1991, is amended to read as

O ® ~J O U s W

follows:
542.21 CUSTOM LIVESTOCK FEEDER.
A custom livestock feeder shall only purchase grain from a

o
W oMo

grain producer by making payment by cash, check, or other
instrument that is payable on demand. A custom livestock
feeder shall not purchase grain from a grain producer using a
credit-sale contract as defined in section 542.l;-subsectzon

5.
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Sec. 10. Section 543.17, subsection 1, Code 1991, is

[
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amended to read as follows:

1. Any grain which has been received at any a licensed
warehouse for which the actual sale price is not fixed and
proper documentation made or payment made shall be construed
to be grain held for storage within the meaning of this
chapter. However, a warehouse operator shall not knowingly

[uF I S B S R N B 8
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store any grain currently covered by a credit-sale contract.
Grain may be held in open storage or placed on warehouse
receipt. Warehouse receipts shall be issued for all grain
held in open storage, within six months of delivery to the
warehouse, unless the depositor has signed a statement that
the depositor does not desire a warehouse receipt. The
warehouse operator's tariff shall apply for any grain that is
retained in open storage or under warehouse receipt.

Sec. 11. Section 543.17, subsection 5, Code 1991, is
amended to read as follows:

5. Any grain which has been received at any unlicensed
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warehouse and for which the actual sale price has not been
fixed and payment made within thirty days from receipt of the
grainy-nntesa-covered-by-a-credit-sate-centrace; shall be
construed to be unlawful storage within the meaning of this
chapter. Bulk grain received at any unlicensed warehouse for
any other purpose must either be returned to the depositor or
disposed of by order of the depositor within thirty days from
date of actual deposit of the bulk grain.

Sec. 12. Section 543.36, subsection 2, Code 1991, is
amended to read as follows:

2. A person who engages in business as a warehouse
operator without obtaining a license, or who knowingly stores

grain currently covered by a credit-sale contract, 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, warehouse receipt or other document which
fails to satisfy requirements established by the department
commits a serious misdemeanor;-exeept-that. However, a person
who commits any of these offenses after having been found
guilty of the same offense commits an aggravated misdemeanor.

Sec. 13. Section 543A.3, subsection 2, paragraph ¢, Code
1991, is amended by striking the paragraph.

Sec. l4. This Act takes effect on September 1, 1991.

EXPLANATICON

This bill amends chapters 542, 543, and 543A by prohibiting
a person regulated as a grain dealer or warehouse operator
from purchasing or storing grain covered by a credit-sale
contract. A credit-sale contract is defined to mean a
contract for the sale of grain in which the sale price is paid
more than 30 days after the delivery of the grain to the
buyer. Currently, dealers may purchase grain, and warehouse
operators may store grain, which is covered by credit-sale

contract pursuant to certain restrictions. The grain
depositors and sellers indemnity fund does not insure grain

under such contracts.
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Penalties are made applicable to the prohibition. A grain
dealer purchasing the grain and a warehouse operator knowingly
storing the grain is guilty of a serious misdemeanocr. If a
dealer or operator commits the offense for a subsequent time.
the dealer or operator is guilty of an aggravated misdemeanor.

The bill takes effect on September 1, 1991.

LSB 1584SC 74
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SENATE FILE 526
5-3298

Amend Senate File 526 as follows:

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

"Sec. 1000. GRAIN SELLERS EXECUTING CREDIT-SALE
CONTRACTS PRIOR TO THE EFFECTIVE DATE QF THIS ACT.

l. For purposes ¢f this section a person se
grain by credit-sale contract to a licensed grain
dealer shall qualify as a "seller" notwithstanding
section S543A.1, the grain shall be deemed "purchased
grain" notwitiistanding section 543A.3, and the sale
shall be deemed a "covered trancsaction”
notwithstanding section 543A.6.. However, a seller
does not include a person licensed as a grain dealer
who sells grain to a licensed grain dealer.

2. A seller may file a claim with the department
for indemnification of a loss from the grain
depositors and selliers indemnity fund, if the loss
results from the sale of grain by credit-sale
contract, and the incurrence date, as provided in
chapter 543A, is on or after December 1, 1990, but
before October 1, 1991.

3. The Icwa grain indemnity fund board shall
provide notice of the opening of a cliaim perxriod which
shall end on October 1, 1991. A claimant must present
to the board adequate documentation to establish the
existence of a claim and the amount of a loss. The
board shall determine eligibility of claims according
toc the requirements of this secticn. The claim must
not be fiied prior to the incurrence date as provided
in section 543A.6. The procedures for determining the
value of a le¢ss, the procedure for appealing a
determination by the board, the payment of claims. and
rights of subrogation shall be the same as provided in
secticon 543A.6."

2. Page 13, by striking line 21, and 1insert:ing
the £ollowing:

"Sec. . EFFECTIVE DATES.

1. Except as provided in subsection 2, this Act
takes effect on October 1,".

3. Page 13, by inserting after line 25, the
following:

"2. Section 1000 of this Act, being deemed of
immediate importance, takes effect upon enactment."”

4. Title page, line 2, by striking the words "an
effective date" and inserting the following:
"effective dates”.

By RAY TAYLOR

S$-3298 FILED APRIL 3, 1991
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SENATE FILE 526

§-3257
i amend Senate File 526 as fcllows
2 1. Page 10, line 25, by striking the word "giw"
3 and inserting the fcliowing: “"nine”.
4 2. vpage 10, lLine 30, py striking the word "three
5 and inserting the following: "six".
6 3. pPage 12, line 35, by striking the word "E€ifty
7 and inserting the following: ngeventy-five".
8 4. Page 13, line 6, by striking the woré "three"
9 and inserting the following: ‘“six".

By RAY TAYLOR

5-3257 FILED APRIL 2, 1991
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