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A BILL FOR 

1 An Act relating to provisiollS in contracts for the sale of gratn 

2 executed by agricultural producers and grain dealers. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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SENATE FILE 291 
S-3202 

• &~er.d Senate File 291 fol:ows: 
2 1. Page 1, by insert1ng after line 20 the 
3 following: 
4 ''The department is not req~1red to review or 
5 approve a contract provided for under this sect on. 
6 contract executed in violation of this section s 
7 voidable in an action brought in district court by a 
8 party to the contract who sells grain to a grain 
9 dealer." 

S-3202 FI~ED MARCH 24, 1997 

By JOHN P. KIBBIE 
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S.f. H. F. 

l Section l. NEW SEC:I_ION. 20.3.15.'1. NOTICE TO ?RODUCERS 

2 S8LLING GRAIN UNDER DELAYED DELIVERY A~D PRICING CONTRACTS. 

3 A grain dealer shall not execute a contract Wl(l; a producer 

4 Eor ~he purchase of undelivered grain i~ whic~ ~ price for the 

s grain ~ay be established and delivPry of t~e grain may occur 

6 mor£- ':han twelve months fran th2 t~at tt12 co~tract is 

7 exccute0 1 u~:ess the contract is 1n writing and a notice 

8 appear:~ immedi2tely above the place on the co:~t-.:act ~);here the 

9 producer selling tt1e grain must sign. The notice shall be in 

lO at least t~n point boldface type and shall be in substantially 

ll the following form: 

12 NOTICE 

13 'l'EI:: .SE~LER IS CP)0TIONED THAT CONJ:'R.~CTING FOR THE SALE AND 

14 DELIVFRY OF GRAIN UNDER THIS CONTRACT IS SPECU~ATIVS AND 

~5 INVOLVES RiSKS WHICH )l'cAY INCLUDF. REQUIRING YOU TO !'cAKE FUTURE 

1 fi PI\Y/Ii2N':'S TO :~.AINTA1:-.: THE CONTRACT OR PROVIDE YOU \-liTH A LO'-IER 

17 SALE PH:CE. THIS TRANSACTION IS NOT COVERED BY THE STATE'S 

18 GRAIN DEPOSITORS AND SELLERS INDEMNITY FUND. BE SURS THAT YOU 

l 'J UND<:HS':'A!'J;:J THE NATURE Of Ttl IS CONTRACT A!'JD THE AS SOC U\TED 

20 RISKS. 

21 Sec. 2. ATTORNEY GENERAL -- DEVELOPMENT OF INDUS·rRY 

22 STANDARD GRAIN ~.ARKETING CONTRACTS. 

23 l. The environmental and agricultural law division of the 

24 office of attorney general shall develop a model c:edit sale 

25 contract and a model hedge-to-arrive concract intended for 

26 parties to the contracts who are agricultural producers and 

27 grain dealers as regulated by the depa:tment of agriculture 

28 and land stewardship pursuant to chapter 203. 

29 2. A model contract shall contain provisions stated in a 

30 concise, easily visible form using a plain style which allows 

Jl the parties to understand and effectively negotiate important 

32 terms and conditions of the contract, including financial 

33 risks and liabilities associated with the use of that 

34 conlrac~ .. 

3'} 3. The division shacl develop a model contract after 
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S.F. 2 '11 H.F. 

consulting \vith interested persons, inclucli.ng the departmP:ot 

2 of agriculture and land stewardship, the insurance division of 

3 the department of cor.unerce, the lm.;a cooperat1ve extension 

4 service in agriculture and home economics at Iowa state 

5 university, and associations represer.ting grain dealers and 

6 agricultural producers. 

7 4. A model contract is not required to be adopted as a 

8 rule purs,1ant to chapter 17A. 

9 5. The lowa cooperative extension service in agriculture 

10 and home ecc•noDics shall make the model contracts available 

ll fc>r distr~bution on a statewide basis . 
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EXPLANATION 

This bill relates to transactions involving contracts for 

the sale of grain by pro<lucers of the grain to grain dealers 

reg~lated by the department of agriculture and land 

ste~;a~dsl~ip. 

The hill req~ires that a contract executed between a 

prcducPc and a grain dealer contain a !IOLice to the producer 

!f the contract allows for the delivery of grai~ and the 

20 establisi1me~~: of a price for the grain more than 12 nJ~nths 

2l from the date tt:at the contract is executed. The :10tice must 

22 warn the producer of the risks associated with the 

23 t~ansaction. 

24 The b1ll reyui res that the office of atto~:1ey gc:leral 

25 deve:op a mode: credit sale contract a~d a model !Jedge-to-

26 arrive contract inte11ded for parties to such contracts who are 

27 agricultural prod11cers and grain dealers. The bill provides 

2H that a model contract must be easily read ar1d 11nderstuod by 

29 the parties, and contain terms and conditions which allow the 

30 parties to effectively negotiate. The divisiot: is requirnd to 

31 consult with interested persons when drafting the model 

32 contracts. The Iowa cooperative extension servi•:e in 

33 agriculture ar.d home economics at ro~..;a sta:.e ~1niversi.t.y ~s 

34 required to make the model contracts ava:lab~e for 

35 distribution on a statewtde basis. 
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• 
A fiscal note for Senate File 291 is hereby submitted puroua~t to Joiot A••le 
17. Oata ~~sed in developing this fiscal note is .1vailable: frnm r:he Legi·;J..qri_-,e 
Fiscal 9u~eau to members of the Legis!at~re upon request. 

----·-----

Senat~ File 291 identifies deLayed delivery grain contract rcquirement.s for 
pruducer~; .1nd ~ra1n dealers on contract:~ wherl'.! Lhe pric:e is detenn1ncd and 
deli,,ery uf T;he grain is longer th.1n 12 months ~ro:n the execution d;Hc ot the 
contract. Requirements include ~hat tl1e contract mus~ be in writing and a 
nottce identifying potential contract ri~;k•; 1•; printed ~n boldface type. The 
notice further states the contr:Ic:t. ~s nor: cov~r-ed by :he St.:1tc's Grain 
DP-pG3itors and Seller!; Indemnity Fund. A delayed delivery contract model will 
be developed by the Environmental atld Agricult~ral Law Divi•;ton ''t the Office 
ot the Attorney General. This model wil: u!;e language that ts easy to 
understand, ~;vtng all parties full knowledge .:1bout th'~ rt~k$ and l.iabilities 
from using a delayed delivery grain contract. 

ASSUMPTIONS 

This legislation attempts to standardize contracts used in delayed deli 
gratn contracts so that all parties involved underst~nd the risks associa 
~ith a speculative transaction. 

llelayed delivery gratn contracts IJOuld be regulated by the State's Grain 
Warehouse Bureau (GWB) in the Department of Agric:Jlture and Land Stewardship 
(IDALS). To ensure delayed delivery grn•n contracts w~re completed properly, 
Lhe CWB would need to review all contracts during ~rain eLevator inspections. 
Presently. credit sale contracts are the unly type l>f contract reviewed during 
the in!:lpection. 

As a result of the extended review, grain elevator operators would need to make 
all contract documents available to the examtner. To expedite the •ev•c"' 
process, gratn elevator operators would need to identify contracts numerically, 
and to organ1ze the contracts in numerical order. 

FISCAL IMPACT 

The GWB estimates the extended revie"' of contracts IJOuld •equire a mintmum elf 
10 additional hours per warehouse examination. This IJOuld necessitat•~ hiring 
five additional examiners to meet the expanded work load. Expenditures tor fY 
1998 for five examiners are $353,765 and $269,000 for fY 1999. T~is includes 
salaries, support, and purchases of equipment neces~;ary to complete the 
inspection. 

SOURCE 

(J.SB 2184sv, Dr. Department of A~riculture and Land Ste~Jardship 
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