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HOUSE BILL NO. 771 

INTRODUCED BY FOSTER, KOEHNKE, STEPPLER, JERGESON 

FEBRUARY 12, 1991 

FEBRUARY 13, 1991 

FEBRUARY 21, 1991 

FEBRUARY 22, 1991 

FEBRUARY 23, 1991 

FEBRUARY 25, 1991 

FEBRUARY 26, 1991 

FEBRUARY 27, 1991 

MARCH 16, 1991 

MARCH 20, 1991 

MARCH 21, 1991 

MARCH 22, 1991 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

ON MOTION, REREFERRED TO COMMITTEE 
ON AGRICULTURE, LIVESTOCK, & IRRIGATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 98; NOES, O. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON AGRICULTURE, LIVESTOCK, & IRRIGATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 49; NOES, O. 

RETURNED TO HOUSE. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 



REPORTED CORRECTLY ENROLLED. 
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INTRODUCED BY 

.)~ BILL NO; J]_l_ 
'Tc~,,,"' ~t., 1a £'. 

, ·7. ~ .. [--,____- '-- ~-...::-"........,....., 
A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

AGRICULTURAL WAREHOUSE, COMMODITY DEALER, AND GRAIN 

STANDARDS ACT; REVISING USE OF THE $30,000 EXEMPTION; 

PROVIDING A PENALTY FOR FRAUD; ELIMINATING USE OF A 

COMBINATION SCALE WEIGHT TICKET AND WAREHOUSE RECEIPT; 

ELIMINATING THE REQUIREMENT THAT SCALE WEIGHT TICKETS BE 

EXCHANGED FOR WAREHOUSE RECEIPTS; ESTABLISHING A TIME LIMIT 

FOR ISSUING A WAREHOUSE RECEIPT; REQUIRING A PRODUCER TO 

REQUEST A WAREHOUSE RECEIPT; ALLOWING THE POOLING OF 

AGRICULTURAL COMMODITIES IN STORAGE TO COVER SHORTAGES; 

ALLOWING THE DEPARTMENT OF AGRICULTURE TO SEEK REMEDY IN THE 

FIRST JUDICIAL DISTRICT; CHANGING THE AGGREGATE LIABILITY OF 

SURETY BONDS FROM CUMULATIVE TO NONCUMULATIVE; ELIMINATING 

THE ABILITY OF THE DEPARTMENT OF AGRICULTURE TO SET BOND 

AMOUNTS BY RULE; REMOVING THE MINIMUM AND MAXIMUM AMOUNTS OF 

BONDS FOR A COMMODITY DEALER; PROVIDING REMEDIES FOR 

COMMODITY DEALER DEFAULTS; REQUIRING COMMODITY DEALERS TO 

KEEP RECORDS; PROVIDING FOR CLAIMS ON THE BOND BY AN INJURED 

PERSON; AND AMENDING SECTIONS 80-4-402, 80-4-429, 80-4-525, 

80-4-527, 80-4-538, AND 80-4-604, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~ana '"""'"''" cou~•• 
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Section 1. Section 80-4-402, MCA, is amended to read: 

"80-4-402. Definitions. As used in parts 4 through 7 of 

this chapter, the following definitions apply: 

( 1) "Agent" means any person who contracts for or 

solicits any agricultural commodities from a producer or 

warehouseman or negotiates the consignment or purchase of 

any agricultural commodity on behalf of any commodity 

dealer. 

(2) "Agricultural commodity" means any grain, beans, 

safflower, sunflower seeds, tame mustards, rapeseed, 

flaxseed, leguminous seed, or other small seed, and other 

ag~icultural commodities designated by rule of the 

department. 

(3) "Bond" means the bond required to be filed by part 

5 or 6 of this chapter and includes any equivalent 

established by department rule, as provided in 80-4-504 and 

80-4-604. 

(4) "Commodity dealer" means any person who engages in 

a business involving or, as part of his business, 

participates in buying, exchanging, negotiating, or 

soliciting the sale, resale, exchange, or transfer of any 

agricultural commodity in the state of Montana. The term 

does not include: 

(a) a person engaged solely in stQring, shipping, or 

hd.ndling agricultur-al commodities for hire: 

-2- INTRODUCED BILL "e, '1"\\ 
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(b) a person who buys agricultural commodities from a 

:icensed commodity dealerL e~ 

(c} a person who does not purchase more than $30,000 

worth of agricultural commodities from producers during a 

licensing year; however, once a person exceeds the $30,000 

exemption, he shall obtain a license and is not eligible for 

the exemption for the succeeding year; 

tctill a person who is the producer of agricultural 

commodities that he actually plants, nurtures, and harvests; 

or 

tdt.LlU_ a person whose traciing in agricultural 

commodities is limited to trading in commodity futures on a 

recognized futures exchange. 

{ 5) ''Credit sale contract" means a contract for the 

sale of an agricultural commodity when the sale price is to 

be paid at a date after delivery of the agricultural 

commodity to the buyer and includes but is not limited to 

those contracts commonly referred to as deferred payment 

contracts, 

contracts. 

deferred pricing contracts, or price-later 

(6) 11 Department" means the department of agriculture 

provided for in 2-15-3001. 

(7) "Depositor" means any person who deposits an 

agricultural c~m.modity in a warehouse for storage, 

pr..:ices::;,:i.ng, handling, or sn.i.prnent or who is the owner or 
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legal holder of an outstanding warehouse receipt or who is 

lawfully entitled to possession of the agricultural 

commodity. 

{8) "Director" means the director of the department of 

agriculture. 

C 9 I "Grain 11 means all grains for which standards have 

been established under the united States Grain Standards Act 

(7 u.s.c. 71 through 87) and all other agricultural 

commodities, such as mustard, oil seed crops, or other crops 

which may be designated by rule of the department. 

(10) "Grain Stdndards Act" means the United States Grain 

Standards Act (7 u.s.c. 71 through 87) 8~-tha~-ae~-~ea~e-e" 

""¼y-l,--¼983. 

(ll) "Inspector" means any person so designated by the 

director to assist in the administration of parts 4 through 

6 of this chapter. The term includes warehouse auditors or 

examiners. 

(12) ''Official grain inspectors" means any official 

personnel who perform or supervise the performance of 

official inspection services and certify the results 

thereof, including the grade of the grain. 

(13) "Official grain samplers" or "samplers" means any 

official personnel who perform or supervise the performance 

of official sampling services and certify the results 

thereof. 
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(14) "Official grain standards" means the standards of 

quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

(15) "Official grain weighers'' means any official 

personnel who perform or supervise the performar.ce of class 

X or class Y weighing services and certify the results 

thereof, including the weight of the grain. 

(16) "Person'' means any individual, firm, association, 

corporation, partnership, or any other form of business 

enterprise. 

( 17} "Producer" means the owner, tenant, or operator of 

land in this state who has an interest in and receives all 

or part of the proceeds from the sale of agricultural 

commodit:es produced on that land. 

(18) ''Public warehouse'' or ''warehouse'' means any 

elevator, mill, warehouse, subterminal grain warehouse, 

public warehouse, or other structure o= facility in whicn, 

for compensation, agricultural commodities are received for 

storage, handling, processing, or shipment. The term 

includes facilities which com.mingle commodities belonging to 

different lots of agricultural commodities. 

(19) ''Receipt'' means a warehouse receipt. 

{20) ''Scale weight ticket'' means a load slip or other 

evidence of del:very, 0ther than a rece~pt, given ~o J 

depositor by a warehousemun licensed under the prov:sions of 
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part 5 of this chapter upon initial delivery of the 

agricultural commodity to the warehouse. 

(21) ''Station'' means a warehouse located more than 3 

miles from the central office of the warehouse. 

( 2 2) "Subte rmi na 1 warehouse" 

which an in~ermediate function 

means any warehouse ac 

is performed in which 

agricultural 

dealers or 

commodities are customarily received from 

producers and where the commodities are 

accumulated prior to shipment. 

{ 23) "Terminal grain warehouse" means any warehouse 

authorized by a grain exchange to receive or disburse grain 

on consignment as presented by the rules and regulations of 

a grain exchange. 

( 24) "Warehouseman" means a 

controlling a public warehouse. 

person operating or 

(25) ''Warehouse receipt'' means every receipt, whether 

negotiable or nvnnegociable, issued under part 5 of this 

chapter by a warehouseman, except scale weight tickets.'' 

Section 2. Section 80-4-429, MCA, is amended to read: 

"80-4-429. Penalty. (1) Except as otherwise provided, 

any person who violates any provision of parts 4 through 6 

of this chapter or rules promulgated thereunder or who 

i~pedes, 0bst~uc~s. hinders, or otherwise prevents or 

~tternpts t,~ preve::t the director or his duly autho=ized 

representdtive ir1 t~e performa~ce of his duty under parts 4 
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through 6 of this chapter is guilty of a misdemeanor and is 

punishable by imprisonment in a county jail not to exceed 

months or by a fine of not more than $1,000, or both. 

6 

(2) A person who refuses to permit inspection of 

licensed premises, books, accounts, records, or other 

documents required by parts 4 through 7 of this chapter or 

who uses a scale weight ticket or credit sale contract that 

fails to satisfy the requirements of parts 4 through 7 of 

this chapter is guilty of a misdemeanor. 

ill A .e_erson acting as a commodity dealer or 

warehouseman who knowin.9.,ly sells warehouse-receipted 

agricultural commodities ~hat he is not authorized to sell 

or who fails to pay for purchased agricultural commodities 

is guilty of a felony.'' 

Section 3. Section 80-4-525, MCA, is amended to read: 

"80-4-525. Scale weight tickets -- form issuance. 

( l) Scale weight tickets must be bound in books of 

convenient size and must be numbered consecutively. The 

original scale weight ticket must be delivered to the person 

from whom the agricultural commodities are received. One 

carbon copy of each scale weight ticket must remain as a 

permanent record. 

(2} A scale weight ticket must be issued for each load 

of agricultural commodity received by the warehouseman. 

(3) A scale weight ticket may not oe iss~ed or held in 
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lieu of a warehouse receipt. The retention of scale weight 

tickets in lieu of warehouse receipts by the owner of the 

grain is at the owner's risk. 

(4) There must be plainly printed across the face of 

such scale weight ticket issued by the warehouseman, in bold 

type, the words "THIS IS NOT A WAREHOUSE RECEIPT. l''l'-Ml:19'1'-BB 

E*€1!AN6BB-P8R A WAREHOUSE RECEIPT WILL BE ISSUED UPON 

REQUEST IF GRAIN rs HELD IN STORAGE". 

t5t--~here--m~et-ee-p¼a±n¼y-p~inted-ae~oss-the-faee-er-a 

comb±nat±en-sea±e-weight-t±e~et-and-warehettse-reeeipt-±sstted 

ey-the-wa~~~ottsem~n7-in-boid-t7~e7--the--wo~ds--ueeMBTNA~%8N 

S€AbB-WEl'6H'l'-'l'f€KE'l'-ANB-WARBH8HSB-RB€Bl'P'l'a. 

f6ti2.l_ All scale weight tickets must be signed by the 

warehouseman or his agent. 

tTt When--seaie--we±ght--tie~ets--are---exehanged---for 

wa~ehetts@---reee±pts,--~he--sea±e--weight--t±e~ets--m~s~--be 

~ttrrendered-to-tne-warehottse~an• 

tBtlli_ All scale weight tickets must be converted into 

cash or warehouse receipts on demand." 

Section 4. Section 80-4-527, MCA, is amended to ['ead: 

"80-4-527. Warehouse receipt issuance. (1) A 

warehouse receipt is a receipt issued by a licensed 

warehouseman on a form containing all the information 

required by 80-4-526. 

(2) No warehouse receipt may be issued except for an 
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agricultural commodity actually delivered to a warehouse for 

storage. 

(3) All warehousemen are required to issue a warehouse 

receipt for each lot of agricultural commodity received for 

storage or make payment for the agricultural commodity. 

(4) A warehouse receipt that does not in fact represent 

an agricultural commodity actually delivered into a 

warehouse for storage and the origin of which cannot be 

traced to the actual delivery of the grain represented: 

{a) is not legal and is of no value; 

(b) has no claim on the agricultural commodity stored 

1n a warehouse; and 

{c) has no claim on the warehouseman's bond. 

(5) All agricultural commodities in a warehouse belong 

to the holder of outstanding warehouse receipts except those 

commodities that are in excess of the total of all 

outstanding storage obligations. An outstanding warehouse 

receipt is a warehouse receipt chat has not been returned 

and paid in full on the basis of grade, quality, and 

quantity by the warehouseman issuing it, 

(6) If for convenience the holder of two or more 

warehouse receipts covering like agricultural commodities 

wishes to combine them, the new receipt so issued must state 

the fact that it was issued in lieu of existing receipts. An 

assembly or recapitulation statement must be made whenever 
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receipts ace so combined, and the number or other 

identification of the statement must be referenced on the 

new ccrnoined receipt. The assembly sheet must be kept on 

file in the warehouse office. Each canceled receipt must 

have stamped across its face "Canceled by No. 

the number of t~e new combination receipt). 

" ( showing 

(7) A warehouseman who is a grower and conducts such an 

enterprise may receive his own grain and issue warehouse 

receipts for agricultural commodities, in the same manner 

and w1thout discrimination, as though ~he warehouse and 

growing enterprises were of separate ownership. However, the 

warehouseman shall report to the department all warehouse 

receipts issued to himself as a grower. 

(8) When warehouse receipts are prepared on duplicate 

or triplicate forms, the original copy is the warehouse 

receipt and must be given upon request to the person storing 

t.he agricultural commodity covered by such receipt. The 

ether copies shall have plainly printed across ~he face the 

words ''duplicate 11
1 ' 'triplicate", or ''nonnegotiable 11

• 

(9) Each warehouse receipt issued must show the amount 

of cash or value of any merchandise the warehouseman has 

advanced on the agricultural commodity represented by the 

receipt, but such notation may not be construed as fixing 

the date of sale ot such grain. 

(10) All Wdrel1ouse receipts must be numbered 

-10-
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consecutively as issued by each warehouseman. 

(11) Warehouse receipts must be issued no later than 30 

days after delivery unless agreed to in writing by both 

:e,arties." 

Section 5. Section 80-4-538, MCA, is amended to read: 

"80-4-538. Warehouse shortage remedies. (1) [£.!. 

purposes of this section, whenever a warehouseman stores 

agricultural commodities of different kinds, a receipt 

holder has a claim against all commodities in storage, 

regardless of their kind, under his receipt. 

J.ll Whenever it appears, after an investigation, that a 

warehouseman does not have in his possession sufficient 

agricultural commodities to cover the outstanding warehouse 

receipts, scale weight tickets, or other evidence of storage 

liability issued or assumed by him or when a warehouseman 

refuses to submit his books, papers, or property to lawful 

inspection, the department may give notice to the 

warehouseman to comply with the following requirements: 

(a) to cover such shortage; 

(b} to give an additional bond as requested by the 

department; or 

(c) to submit to such inspection as the department 

considers ~ecessary. 

ti!TJ..l.l If the warehouseman faiis to cornp.l.y with the 

terms of such notice within 24 hours from the date of 
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issuance of the notice or within such further time as the 

department may allow, the department may petition the 

district court of the first judicial district, Lewis and 

Clark County, or the district court in the county where the 

licensee's principal place of business is located, as shown 

by the license application, for an order: 

(a) authorizing the department to seize and take 

possession cf any or all agricultural commodities in the 

warehouse or warehouses owned, operated, or controlled by 

the warehouseman and of all books, papers, and property of 

all kinds used in connection with the conduct or the 

operation of the warehouse business and any materials that 

pertain in any way to that business; and 

{b) enjoining the warehouseman from interfering with 

the department in the discharge of its duties as required by 

this part. 

t3till Upon taking possession, the department shall 

give written notice of its action to the surety on the bond 

of the warehouseman and may notify the holders of record, as 

shown by the warehouseman's record, of all warehouse 

receipts or scale weight tickets issued for agricultural 

commodities to present their warehouse receipts or other 

evidence of deposits for inspection or to account for the 

same. The department may thereupon cause an audit to be made 

of the affairs of the warehouse, including but not limited 

-12-
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to the agricultural commodities of which there is an 

apparent shortage, to determine the amount of shortage and, 

if possible, to compute the shortage as to each depositor as 

shown by the warehouseman's records. The department shall 

notify the warehouseman and the surety on his bond of the 

amount of the shortage and notify each affected depositor by 

sending notices to the depositor's last-known address as 

shown by the records of the warehouseman. 

t•till The department shall retain possession of the 

agricultural commodities in the warehouse or warehouses and 

the books, papers, and property of the warehouseman until 

such time as: 

(a) the warehouseman or the surety on the bond has 

satisfied the claims of all holders of warehouse receipts or 

other evidence of deposits; 

(b} the surety on the bond has satisfied all such 

claims pro rata, if the shortage exceeds the amount of the 

bond; or 

(c) the department is ordered by the court to surrender 

possession. 

t5tfil If during or after the audit provided for in 

this section or at any other time the department has 

evidence that the warehouseman is insolvent or is unable to 

satisfy the claims of all holders of warehouse receipts ~r 

other evidence of deposits, the department may petition the 
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district court for the appointment of the department to 

operate or liquidate the business of the warehouse. 

t6tl.2l At any time within 10 days after the department 

takes possession of 

books, papers, er 

any agricultural 

property of any 

commodities or the 

warehouse, the 

warehouseman may serve notice on the department to appear in 

the district court of the county in which the warehouse is 

located, at a time to be fixed by the court, and show cause 

why the agricultural commodities, books, papers, and other 

property should not be restored to his possession. 

t'i'tJ..!U. All necessary expenses incurred by the 

department in carrying out the provisions of this section 

may be recovered in a separate civil action brought by the 

department in district court or recovered at the same time 

and as part of the seizure action filed under subsection 

trttat ~-

tBtill As a part of the expenses so incurred, the 

include the cost of adequate department is authorized to 

liability insura~ce necessary to protect the department, its 

officers, and others engaged in carrying out this section. 

t9til.QJ. The department shall set by rule the time limits 

for: 

(a) notification of its action on the surety bond of a 

warehouseman; 

(b) the holders of warehouse receipts or scale weight 

-14-
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tickets to provide to the department such evidence of 

deposit; and 

(c) satisfaction of the claims of all holders of 

warehouse receipts or other evidence of deposits." 

Section 6. Section 80-4-604, MCA, is amended to read: 

"80-4-604. Bonding requirement amounts -- cancellation. 

(1) An applicant for a license to operate as a commodity 

dealer shall, before a license may be issued, file with the 

department a surety bond or its equivalent, as established 

by department rule, payable to the state. The aggregate 

an~tts¼ liability of the surety may not exceed the sum of the 

bond. 

(2) Sn%ess--se~--ey-dep~~ement-r~ie7-~he The bond for a 

commodity dealer may not exceed 2% of the value of the 

agricultural commodities purchased by the commodity dealer 

from the producer during the previous 12-month period. The 

bond for all new applicants is 2% of the escimated value of 

all agricultural commodities to be purchased during the 

coming 12-month period. ~fte-8epartmeftt-may-by-r~¼e-reqttire-a 

greater--pe~centage--in-each-ins~aneeT-~he-minimttm-~mettnt-of 

bo"d-reqaired-by-any-ee1Mled±ty-dea¼er-is--$i8,8887--an~--the 

ma~ifflttm-i~-pre~cribed-in-98-4-485T 

(3) A surety shall notify the commodity dealer and the 

department by certified mail at least 60 days prior tc the 

ca~cellation of the bond. The liability of the surety covers 
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purchases made by the commodity dealer during the time the 

bond is in force. A commodity dealer's bond filed with the 

department 

60 days' 

terminate 

is continuous until canceled by the surety upon 

notice; however, such cancellation does not 

any liability of the surety incurred prior to the 

date of cancellation." 

NEW SECTION. Section 7. Commodity dealer defaults 

remedies. (1) If the department finds that a commodity 

dealer has failed to comply with the terms of a written 

contract or has failed to pay for a commodity purchase under 

an oral agreement in the manner and within the time provided 

in 80-4-608, the department may petition the district court 

of the first judicial district, Lewis and Clark County, for 

an order authorizing the department to seize and take 

possession of: 

(a) any agricultural commodities in the facilities 

owned, operated, or controlled by the commodity dealer; 

(b) all books, papers, and property used in connection 

with the operation of the commodity dealer business; and 

(c) any material that pertains in any way to that 

business. 

(2) If during or after an audit or at any other time 

the department has evidence that the commodity dealer is 

insolvent or is unable to satisfy the claims of all 

commodity dealer creditors covered by the bond, the 

-16-
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department may petition the district court of the first 

judicial district, Lewis and Clark County, for the 

appointment of the department to operate or liquidate the 

4 business of the commodity dealer. 

5 NEW SECTION. Section 8. Records. (l) A commodity 

6 dealer shall provide evidence of delivery, such as scale 

7 tickets, for all agricultural commodities purchased from a 

8 producer. 

9 (2) A commodity dealer shall keep daily position 

10 records or their equivalent showing purchases, deliveries, 

11 or payments to producers. 

12 NEW SECTION. Section 9. Claims on bond by injured 

13 person. A person injured by the breach of an obligation for 

14 which the bond is given may file a claim with the 

15 department. Claims will be accepted only from producers and 

16 for agricultural commodities grown in Montana. 

17 

18 

19 

20 

21 

22 

23 

24 

NEW SECTION. Section 10. Codification instruction. 

[ Sections 7, 8, and 9] are intended to be codified as an 

integral part of Title 80, chapter 4, part 6' and the 

provisions of Title 80, chapter 4' part 6, apply to 

{sections 7, 8' and 9]. 

NEW SECTION. Section 11. Severability. If a part of 

[this act) is invalid, all valid parts that are severable 

from the invalid part rernair. in effect. If a part of [this 

25 act] is invalid in one or more of its applications, the part 
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remains in effect in all valid applications that are 

severable from the invalid applications. 
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ON AGRICULTURE LIVESTOCK 
AND IRRIGATION AS A!ENDED 

HOUSE BILL NO. 771 

INTRODUCED BY FOSTER, KOEHNKE, STEPPLER, JERGESON 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

AGRICULTURAL WAREHOUSE, COMMODITY DEALER, AND GRAIN 

STANDARDS ACT; REVISING USE OF THE $30,000 EXEMPTION; 

PROVIDING A PENALTY FOR FRAUD; ELIMINATING USE OF A 

COMBINATION SCALE WEIGHT TICKET AND WAREHOUSE RECEIPT; 

Eb¼M¼NA'i'¼N8-'i'HE-RE88fRBMl!N'i'-'i'HA'i'--SeAbB--WBi6H'i'--~¼ellE~S--BB 

ElleHAN6EB--P8R-WAREH0!!SB-REel!iP'i'S7 ESTABLISHING A TIME LIMIT 

FOR ISSUING A WAREHOUSE RECEIPT; REQUIRING A PRODUCER TO 

REQUEST A WAREHOUSE RECEIPT; ALLOWING THE POOLING OF 

AGRICULTURAL COMMODITIES IN STORAGE TO COVER SHORTAGES; 

ALLOWING THE DEPARTMENT OF AGRICULTURE TO SEEK REMEDY IN THE 

FIRST JUDICIAL DISTRICT; CHANGING THE AGGREGATE LIABILITY OF 

SURETY BONDS FROM CUMULATIVE TO NONCUMULATIVE; ELIMINATING 

THE ABILITY OF THE DEPARTMENT OF AGRICULTURE TO SET BOND 

AMOUNTS BY RULE: REM8YiN6-'i'BB-MfNfMBM-ANB-MAHfM8M-AM08N~S-0P 

B8NBS---P8R--A--eeMM0Bf'i'¥--BBAbER7 PROVIDING REMEDIES FOR 

COMMODITY DEALER DEFAULTS; REQUIRING COMMODITY DEALERS TO 

KEEP RECORDS; PROVIDING FOR CLAIMS ON THE BOND BY AN INJURED 

PERSON; AND AMENDING SECTIONS 80-4-402, 80-4-429, 80-4-525, 

80-4-527, 80-4-538, AND 80-4-604, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 
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Section 1. Section 80-4-402, MCA, is amended to read: 

•so-4-402. Definitions. As used in parts 4 through 7 of 

this chapter, the following definitions apply: 

( 1) "Agent II means any person who contracts for or 

solicits any agricultural commodities from a producer or 

warehouseman or negotiates the consignment or purchase of 

any agricultural commodity on behalf of any commodity 

dealer. 

(2) "Agricultural commodity" means any grain, beans, 

safflower, sunflo~er seeds, tame mustards, rapeseed, 

flaxseed, leguminous seed, or other small seed, and other 

agricultural commodities designated by rule of the 

department. 

(3) "Bond" means the bond required to be filed by part 

5 or 6 of this chapter and includes any equivalent 

established by department rule, as provided in 80-4-504 a~d 

88-4-604 AND 80-4-604. 

(4) "Commodity dealer 11 means any person who engages in 

a business involving or, as part of his business, 

participates in buying, exchanging, negotiating, or 

soliciting the sale, resale, exchange, or transfer of any 

agricultural commodity in the state of Montana. The term 

does not include: 

(a) a perscn engaged solely in stori~q. shipping, or 

handling agricu:tural commodities for hire; 
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(b) a person who buys agricultural commodities from a 

licensed commodity dealerL or 

(c) a person who does not purchase more than $30,000 

worth of agricultural commodities from producers during a 

licensing year; however, once a person exceeds the $30,000 

exemption, he shall obtain a license and is not eligible for 

the exemption for the succeeding year; 

tetlli a person who is the producer of agricultural 

commodities that he actually plants, nurtures, and harvests: 

oc 

tclt~ a person whose trading in agricultural 

commodities is limited to trading in commodity futures on a 

recognized futures exchange. 

I 5) 11 Credit sale contract" means a contract for the 

sale of an agricultural commodity when the sale price is to 

be paid at a date after delivery of the agricultural 

commodity to the buyer and includes but is not limited to 

those contracts commonly referred to as deferred payme~t 

contracts, 

contracts. 

deferred pricing contracts, or price-later 

(6) "Department" means the department of agriculture 

provided for in 2-15-3001. 

(7) "Depositor" means any person who deposits an 

agricultural CO!lUROdity in a warehouse for storage, 

processing, handling, or shipment or who is the owner or 
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legal holder of an outstanding warehouse receipt or who is 

lawfully 

commodity. 

entitled to possession of the agricultural 

(8) 11 Director" means the director of the department of 

agriculture. 

( 9) "Grain° means all grains for which standards have 

been established under the United States Grain Standards Act 

(7 U.S.C. 71 through 87) and all other agricultural 

commodities, such as mustard, oil seed crops, or other crops 

which may be designated by rule of the department. 

(10) "Grain Standards Act 11 means the United States Grain 

Standards Act (7 U.S.C. 71 through 87) as-t"at-aet-reacle-en 

ilttly-'h-%983. 

(11) "InspectoC'" means any person so designated by the 

director to assist in the administration of parts 4 through 

6 of this chapter. The term includes warehouse auditors or 

exaJ11iners. 

(12) ''Official grain inspectors'' means any official 

personnel who perform or supervise the performance of 

official inspection services and certify the results 

thereof, including the grade of the grain. 

(13) "Official grain samplers" or "samplers" means any 

official personnel who perform or supervise the performance 

of official sampling services and certify the results 

thereof. 
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(14) "Official grain standards" means the standards of 

quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

{lS) "Official grain weighers" means any official 

personnel who perform or supervise the performance of class 

X or class Y weighing services and certify the results 

thereof, including the weight of the grain. 

(16) 11 Person 11 means any individual, firm, association, 

corporation, partnership, or any other form of business 

enterprise. 

(17) "Producer" means the owner, tenant, or operator of 

land in this state who has an interest in and receives all 

or part of the proceeds from the sale of agricultural 

commodities produced on that land. 

( 18) 11 Public warehouse" or "warehouse" means any 

elevator, mill, warehouse, subterminal grain warehouse, 

public warehouse, or other structure or facility in which, 

for compensation, agricultural commodities are received for 

storage, handling, processing, or shipment. The term 

includes facilities which commingle commodities belonging to 

different lots of agricultural commodities. 

(19) 11 Receipt 11 means a warehouse receipt. 

(20) "Scale weight ticket" means a load slip or other 

evidence of delivery, other than a receipt, given to a 

depositor by a warehouseman licensed under the provisions ot 
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part 5 of this chapter upon initial delivery of the 

agricultural commodity to the warehouse. 

( 21) "Station" means a warehouse located more than 3 

miles from the central office of the warehouse. 

( 22) "Subterminal warehouse" means any warehouse at 

which an intermediate function is performed in which 

agricultural commodities ace 

dealers or producers and 

accumulated prior to shipment. 

customarily received from 

where the commodities are 

{ 23) "Terminal grain warehouse 11 means any warehouse 

authorized by a grain exchange to receive or disburse grain 

on consignment as presented by the rules and regulations of 

a grain exchange. 

(24) "Warehouseman" means a person operating or 

controlling a public warehouse. 

(25) 11 Warehouse receipt" means every receipt, whether 

negotiable or nonnegotiable, issued under part 5 of this 

chapter by a warehouseman, except scale weight tickets." 

Section 2. Section 80-4-429, MCA, is amended to read: 

"80-4-429. Penalty. (1) Except as otherwise provided, 

any person who violates any provision of parts 4 through 6 

of this chapter or rules promulgated thereunder or who 

impedes, obstructs, hinders, or otherwise prevents or 

attempts to prevent the direct~r or his duly authorized 

representative in the performance of his duty under parts 4 
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through 6 of this chapter is guilty of a misdemeanor and is 

punishable by imprisonment in a county jail not to exceed 6 

months or by a fine of not more than $1,000, or both. 

(2) A person who refuses to permit inspection of 

licensed premises, books, accounts, records, or other 

documents required by parts 4 through 7 of this chapter or 

who uses a scale weight ticket or credit sale contract that 

fails to satisfy the requirements of parts 4 through 7 of 

this chapter is guilty of a misdemeanor. 

(3) A person acting as a commodity dealer or 

warehouseman who knowingly sells warehouse-receipted 

agricultural commodities that he is not authorized to sell 

or who fails to pay for purchased agricultural commodities 

is guilty of a felony." 

Section 3. Section &0-4-525, MCA, is amended to read: 

"80-4-525. scale weight tickets -

(l} Scale weight tickets must be 

convenient size and must be numbered 

form issuance. 

bound in books of 

consecutively. The 

original scale weight ticket must be delivered to the person 

from whom the agricultural commodities are received. One 

carbon copy of each scale weight ticket must remain as a 

permanent record. 

(2) A scale weight ticket must be issued for each load 

of agricultural commodity received by the warehouseman. 

(3} A scale weight ticket may not be issued or held in 
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lieu of a warehouse receipt. The retention of scale weight 

tickets in lieu of warehouse receipts by the owner of the 

grain is at the owner"s risk. 

(4} There must be plainly printed across the face of 

such scale weight ticket issued by the warehouseman, in bold 

type, the words "THIS IS NOT A WAREHOUSE RECEIPT. £'l'-MHS'l'-Bfl 

EM€HAN61!B-PSR IT MUST BE EXCHANGED FOR A WAREHOUSE RECEIPT 

W£bb-BB-£SSHEB-HPS!i-RE§BBS'l' IF GRAIN IS HELD IN STORAGE"'. 

f5t--~here--mttse-be-p¼ai"ly-~rinted-aereee-ehe-Eaee-oE-a 

eombinaetea-sea%e-we¼ghe-tiekee-and-warehottee-reee¼pt-iestted 

by-the-warehott~eman;-in-be¼d-type,--ehe--words--•eeMBfNA~%9N 

S€Ab13-WE:E6H'l'-'l'f€Kfl'l'-ANB-WAR1386HS!!-Rfl€E!:EP'l'"T 

t6tffi All scale weight tickets must be signed by the 

warehouseman or his agent. 

fit When--eea¼e--~etght--tiekeee--are---exehanged---£or 

warehettse---reeeipts7--the--eea¼e--weight--tiekets--mttet--be 

sttrrendered-to-the-w8rehottseman. 

t8t..l§J_ All scale weight tickets must be c~nverted into 

cash or warehouse receipts on demand. 11 

Section 4. Section 80-4-527, MCA, is amended to read: 

•ao-4-527. Warehouse receipt issuance. ( l) A 

warehouse receipt is a receipt issued by a licensed 

warehouseman on a form containing all the information 

required by 80-4-526. 

(2) No warehouse receipt may be issued except for an 
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agricultural commodity actually delivered to a warehouse for 

storage. 

(3) All warehousemen are required to issue a warehouse 

receipt for each lot of agricultural commodity received for 

storage or make payment for the agricultural commodity. 

(4) A warehouse receipt that does not in fact represent 

an agricultural commodity actually delivered into a 

warehouse for storage and the origin of which cannot be 

traced to the actual delivery of the grain represented: 

(a) is not legal and is of no value; 

(b) has no claim on the agricultural commodity stored 

in a warehouse: and 

{c) has no claim on the warehouseman's bond. 

(5) All agricultural commodities in a warehouse belong 

to the holder of outstanding warehouse receipts except those 

commodities that are in excess of the total of all 

outstanding storage obligations. An outstanding warehouse 

receipt is a warehouse receipt that has not been returned 

and paid in full on the basis of grade, quality, and 

quantity by the warehouseman issuing it. 

(6) If for convenience the holder of two or more 

warehouse receipts covering like agricultural commodities 

wishes to combine them, the new receipt so issued must state 

the fact that it was issued in lieu of existing receipts. An 

assembly or recapitulation statement must be made whenever 
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receipts are so combined, and the number or other 

identification of the statement must be referenced on the 

new combined receipt. The assembly sheet must be kept on 

file in the warehouse office. Each canceled receipt must 

have stamped across its face "Canceled by No. 

the number of the new combination receipt). 

(showing 

(7) A warehouseman who is a grower and conducts such an 

enterprise may receive his own grain and issue warehouse 

receipts for agricultural commodities, in the same manner 

and without discrimination, as though the warehouse and 

growing enterprises were of separate ownership. However, the 

warehouseman shall report to the department all warehouse 

receipts issued to himself as a grower. 

{8) When warehouse receipts are prepared on duplicate 

or triplicate forms, the original copy is the warehouse 

receipt and must be given upon request to the person storing 

the agricultural commodity covered by such receipt. The 

other copies shall have plainly printed across the face the 

words "duplicate", "triplicate'1
, or "nonnegotiable". 

(9) Each warehouse receipt issued must show the amount 

of cash or value of any merchandise the warehouseman has 

advanced on the agricultural commodity represented by the 

receipt, but such notation may not be construed as fixing 

the date of sale of such grain. 

(10) All w.Jrehouse receipts must be numbered 
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consecutively as issued by each warehouseman. 

(11) Warehouse receipts must be issued WHEN STORAGE IS 

CHARGED BUT no later than 30 days after delivery unless 

agreed to in writing by both parties." 

Section 5. 

"80-4-538. 

~ses of 

Section 80-4-538, MCA, is amended to read: 

Warehouse shortage re111edies. (1) For 

this se~tionL.__ when~yer a warehouseman stores 

agricultural commodities of different kinds, a receipt 

holder has a claim against all commodities in storage, 

regardless of their kind, under his receipt. 

ill Whenever it appears, after an investigation, that a 

warehouseman does not have in his possession sufficient 

agricultural commodities to cover the outstanding warehouse 

receipts, scale weight tickets, or othec evidence of storage 

liability issued or assumed by him or when a warehouseman 

refuses to submit his book.&,. papers, oc property to lawful 

inspection, the department may give notice to the 

warehous-eman to comply with the following requirements: 

(a) to cover such shortage; 

(b) to give an additional bond as requested by the 

depilrtment; or 

(c) to submit to such inspection as the department 

considers necessary. 

t~till If the warehouseman fails to comply with the 

terms of such notice within 24 hours from the date of 
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issuance of the notice or within such further time as the 

department may allow, the depactment may petition the 

district court of the first judicial district, Lewis and 

Clark County, or the district court in the county where the 

licensee 1 s principal place of business is located, as shown 

by the license application, for an order: 

{a) authorizing the department to seize and take 

possession of any or all agricultural commodities in the 

warehouse or warehouses owned, operated, or controlled by 

the warehouseman 

all kinds used in 

and of all books, papers, and property of 

connection with the conduct or the 

operation of the warehouse business and any materials that 

pertain in any way to that business; and 

(b) enjoining the warehouseman from interfering with 

the department in the discharge of its duties as required by 

this part. 

t3t1.!l Upon taking possession, the department shall 

give written notice of its action to the surety on the bond 

of the warehouseman and may notify the holders of record, as 

shown by the warehouseman's record, of all warehouse 

receipts or scale weight tickets issued for agricultural 

commodities to present their warehouse receipts or other 

evidence of deposits for inspection or to account for the 

same. The department may thereupon cause an audit to be made 

of the affairs of the warehouse, including but not limited 
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to the agricultural commodities of which there is an 

apparent shortage, to determine the amount of shortage and, 

if possible, to compute the shortage as to each depositor as 

shown by the warehouseman's records. The department shall 

notify the warehouseman and the surety on his bond of the 

amount of the shortage and notify each affected depositor by 

sending notices to the depositor's last-known address as 

shown by the records of the warehouseman. 

t•tlil The department shall retain possession of the 

agricultural commodities in the warehouse or warehouses and 

the books, papers, and property of the warehouseman until 

such time as; 

(a) the warehouseman or the surety on the bond has 

satisfied the claims of all holders of warehouse receipts or 

other evidence of deposits: 

(b) the surety on the bond has satisfied all such 

claims pro rata, if the shortage exceeds the amount of the 

bond; or 

(c) the department is ordered by the court to surrender 

possession. 

t5till If during or after the 

this section O[ at any other 

audit provided for in 

time the department has 

evidence that the warehouseman is insolvent or is unable to 

satisfy the claims of all holders of warehouse receipts or 

other evidence of deposits, the department may petition the 
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district court for the appointment of the department to 

operate or liquidate the business of the warehouse. 

t6t.!2l At any time within 10 days after the department 

takes possession of any agricultural commodities or the 

books, papers, or property of any warehouse, the 

warehouseman may serve notice on the department to appear in 

the district court of the county in which the warehouse is 

located, at a time to be fixed by the court, and show cause 

why the agricultural commodities, books. papers, and other 

property should not be restored to his possession. 

tTtill. All necessary expenses incurred by the 

department in carrying out the provisions of this section 

may be recovered in a separate civil action brought by the 

department in district court or recovered at the same time 

and as part of the seizure action filed under subsection 

trttat ~-

t8tfil As a part of the expenses so incurred, the 

department is authorized to include the cost of adequate 

liability insurance necessary to protect the department, its 

officers. and others engaged in carrying out this section. 

t9t.l!.Ql The department shall set by rule the time limits 

for: 

(a) notification of its action on the surety bond of a 

warph.._1useman; 

( b) the holders of warehouse receipts or scale weight 
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tickets to provide to the department such evidence of 

deposit; and 

(c) satisfaction of the claims of all holders of 

warehouse receipts or other evidence of deposits." 

Section 6. Section 80-4-604, MCA, is amended to read: 

•ao-4-604. Bonding requirement amounts -- cancellation. 

(1) An applicant for a license to operate as a commodity 

dealer shall, befor.e a license may be issued, file with the 

department a surety bond or its equivalent, as established 

by department rule, payable to the state. The aggregate 

aftntta¼ liability of the surety may not exceed the sum of the 

bond. 

(2} Sn¼ess--set--by-dep•rtment-rtti~r-the ~ bond for a 

commodity dealer may not exceed 2, of the value of the 

agricultural commodities purchased by the commodity dealer 

from the producer during the previous 12-month period. The 

bond for all new applicants is 2% of the estimated value of 

all agricultural commodities to be pu~chased during the 

coming 12-rnonth period. ~he-d~partmeftC-fflay-by-~tt½e-reqtt~re-ft 

~~eacer--p~reeft~age--¼n-eaeh-¼necanee7-~he-miftifflttffl-afflettnt-0£ 

bonC-r•q~ired-by-any~c~odity-dea¼er-is--$i6;8887--and--the 

ffU!UC~ffltlffl--is--pre.sc~ibed--in--86--4-485-;- THE MINIMUM AMOUNT OF 

BOND REQUIRED BY ANY COMMODITY DEALER IS $20,000, AND THE 

MAXIMUM IS PRESCRIBED IN 80-4-405. 

(3) A surety shall notify the commodity dealer and the 
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department by certified mail at least 60 days prior to the 

cancellation of the bond. The liability of the surety covers 

purchases made by the commodity dealer during the time the 

bond is in force. A commodity dealer's bond filed with the 

department is continuous until canceled by the surety upon 

60 days' notice: however, such cancellation does not 

terminate any liability of the surety incurred prior to the 

date of cancellation." 

NEW SECTION. Section 7. Commodity dealer defaults 

remedies. (1) If the department 

dealer has failed to comply with the 

finds 

terms 

that a commodity 

of a written 

contract or has failed to pay far a commodity purchase under 

an oral agreement in the manner and within the time provided 

in 80-4-608, the department may petition the district court 

of the first judicial district, Lewis and Clark County, for 

an order authorizing the department to seize and take 

possession of: 

(a) any agricultural commodities in the facilities 

owned, operated, or controlled by the commodity dealer; 

(b) all books, papers, and property used in connection 

with the operation of the commodity dealer business; and 

(c) any material that pertains in any way to that 

business. 

{ 2) If during or after an audit or at any other time 

the department has evidence that the commodity dealer is 
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insolvent or is unable to satisfy the claims of all 

commodity dealer creditors covered by the bond, the 

department may petition the district court of the first 

judicial district, Lewis and Clark County, for the 

appointment of the department to operate or liquidate the 

6 business of the commodity dealer. 

7 NEW SECTION. Section 8. Records. ( 1) A commodity 

8 dealer shall provide evidence of delivery, such as scale 

9 tickets, for all agricultural commodities purchased from a 

10 producer. 

11 (2) A commodity dealer shall keep daily position 

12 records or their equivalent showing purchases, deliveries, 

13 or payments to producers. 

14 NEW SECTION. Section 9. Claims on bond by injured 

15 person. A person injured by the breach of an obligation for 

16 which the bond is given may file a claim with the 

17 department. Claims will be accepted only from producers and 

18 for agricultural commodities grown in Montana. 

19 

20 

21 

22 

23 

24 

25 

NEW SECTION. Section 10. Codification instruction. 

[Sections 7, 8, and 9) are intended to be codified as an 

integral part of Title 80, chapter 4' part 6, and the 

provisions of Title 80, chapter 4, part 6, apply to 

[sections 7, 8, and 9 I. 

NEW SECTION. Section 11. Severability. If a part of 

[ this act] is invalid, all valid parts that are severable 
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from the invalid part remain in effect. If a part of (this 

act} is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 

severable from the invalid applications. 

-End-
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HOUSE BILL NO. 771 

INTRODUCED BY FOSTER, KOEHNKE, STEPPLER, JERGESON 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

AGRICULTURAL WAREHOUSE, COMMODITY DEALER, AND GRAIN 

STANDARDS ACT; REVISING USE OF THE $30,000 EXEMPTION; 

PROVIDING A PENALTY FOR FRAUD; ELIMINATING USE OF A 

COMBINATION SCALE WEIGHT TICKET AND WAREHOUSE RECEIPT; 

BbfMfHA~fNS-~HB-RE8B¼RBMBNT-THA~--seAbB--WB¼6HT--TfBKETS--BE 

BKBHAN6E0--P9R-WARBH9HSB-RBBBfPTST ESTABLISHING A TIME LIMIT 

FOR ISSUING A WAREHOUSE RECEIPT; REQUIRING A PRODUCER TO 

REQUEST A WAREHOUSE RECEIPT; ALLOWING THE POOLING OF 

AGRICULTURAL COMMODITIES IN STORAGE TO COVER SHORTAGES; 

ALLOWING THE DEPARTMENT OF AGRICULTURE TO SEEK REMEDY IN THE 

FIRST JUDICIAL DISTRICT; CHANGING THE AGGREGATE LIABILITY OF 

SURETY BONDS FROM CUMULATIVE TO NONCUMULATIVE; ELIMINATING 

THE ABILITY OF THE DEPARTMENT OF AGRICULTURE TO SET BOND 

AMOUNTS BY RULE; RBM9VfN6-~HB-MfNfHHM-AN9-MAKfMHM-AM9HNTS-0P 

B9HBS---P0R--A--eeMM00f~¥--0BAbBRt PROVIDING REMEDIES FOR 

COMMODITY DEALER DEFAULTS; REQUIRING COMMODITY DEALERS TO 

KEEP RECORDS; PROVIDING FOR CLAIMS ON THE BOND BY AN INJURED 

PERSON; AND AMENDING SECTIONS 80-4-402, 80-4-429, 80-4-525, 

80-4-527, 80-4-538, AND 80-4-604, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~n• <og,~"'"' <ounrn 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

lJ 

.'•I 

c'> 

HB 0771/02 

Section 1. Section 80-4-402, MCA, is amended to read: 

"80-4-402. Definitions. As used in parts 4 through 7 of 

this chapter, the following definitions apply: 

( 1) ''Agent" means any person who contracts for or 

solicits any agricultural commodities from a producer or 

warehouseman or negotiates the consignment or purchase of 

any agricultural commodity on behalf of any commodity 

dealer. 

(2) "Agricultural commodity" means any grain, beans, 

safflower, sunflower seeds, tame mustards, rapeseed, 

flaxseed, leguminous seed, or other small seed, and other 

agricultural commodities designated 

department. 

by rule of the 

(3) "Bond" means the bond required to be filed by part 

5 or 6 of this chapter and includes any equivalent 

established by department rule, as provided in 80-~-504 and 

89-4-694 AND 80-4-604. 

(4) "Commodity dealer" means any person who engages in 

a business involving or, as part of his business, 

participates in buying, exchanging, negotiating, or 

soliciting the sale, resale, exchange, or transfer of any 

agricultural commodity in the state of Montana. The term 

do~s not include: 

(J) a pe:son engaged solely in storing, shipping, er 

handling agricultural comm.od1ties for hire; 
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(b) a person who buys agricultural commodities from a 

licensed commodity dealer~ e~ 

(c) a person who does not p~:chase more than $30,000 

worth of agricultural commodities from producers during a 

licensing year: however, once_ a person exceeds the $30,000 

exemption, he shall obtain a license and 1s not eligible for 

the exemption for the succeeding year: 

tet® a person who is the producer of agricultural 

commodities that t-,e actually plants, nurtures, and harvests; 

or 

tdti_il a person whose trading in agricultural 

commodities is limited to trading in commodity futures on a 

recognized futures exchange. 

< 5 I "Credit sale contract" means a contract for the 

sale of an agricultural commodity when the sale price is to 

be paid at a date after delivery of the agricultural 

commodity to the buyer and includes but is not limited to 

those contracts commonly referred to as deferred payment 

contracts, 

contracts. 

deferred pricing contracts, or price-later 

I 6) 11 Department" means the department of agriculture 

provided for in 2-15-3001. 

I 7 I "Depositor" means any person who deposits an 

agricultural com.modi t y in a warehcuse f 0 r storage, 

processing, handling, or shipment or who 1S the owner or 
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legal holder of an outstanding warehouse receipt or who is 

lawfully 

commodity. 

entitled to possession of the agricultural 

(BJ ''Director'' means the director of the department of 

agriculture. 

(9) ''Grain'' means all grains for which standards have 

been established under the United States Grain Standards Act 

(7 U.S.C. 71 through 87) and all other agricultural 

commodities, such as mustard, oil seed crops, or other crops 

which may be designated by rule of the department. 

(10) "Grain Standards Act" means the United States Grain 

Standards Act (7 U.S.C. 71 through 87) a9-tket-eet-read~-o~ 

a12¼y-¼,-¼983. 

(11) "Inspector" means any person so designated by the 

director to assist in the administration of parts 4 through 

6 of this chapter. The term includes warehouse auditors or 

examiners. 

(12) ''Official grain inspectors'' means any official 

personnel who perform or supervise the performance of 

official inspection services and certify the results 

thereof, including the grade of th~ grain. 

(13) "Official grain samplers" or "samplers" means any 

official personnel who perform or supervise the performance 

of official sampling services and certify the results 

thereof. 
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(14) ''Official grain standards'' means the standards of 

quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

(15) ''Official grain weighers'' means any official 

personnel who perform or supervise the performance of class 

x or class Y weighing services and certify the results 

thereof, including the weight of the grain. 

{16) "Person'' means any individual, firm, association, 

corporation, partnership, or any other form of business 

enterprise. 

(17) "Producer" means the owner, tenant, or operator of 

land in this state who has an interest in and receives all 

or part of the proceeds from 

commodities produced on that land. 

(18) "Public warehouse" or 

the sale of agricultural 

"warehouse" means any 

elevator, mill, warehouse, subterminal grain warehouse, 

public warehouse, or other structure ur facility in which, 

for compensation, agricultural commodities are received for 

storage, handling, processing, or shipment. The term 

includes facilities which commingle commodities belonging to 

different lots of agricultural commodities. 

(19) "Receipt" means a warehouse receipt. 

(20) ''Scale weight ticket'' means a load slip or ether 

evidence of delivery, other than ~ teceipt, ~ive11 tv d 

depositor by a warehouseman licensed \llh1er the pr0vi~i0ns uf 
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part 5 of this chapter upon initial delivery of the 

agricultural commodity to the warehouse. 

I 21) "Station" means a warehouse located more than 3 

miles from the central office of the warehouse. 

(22) "Subt.erminal warehouse" 

which an intermediate function 

means any warehouse at 

is performed in which 

agricultural commodities are customarily received from 

dealers 0[ producers and where the commodities are 

accumulated prior to shipment. 

( 23) "Terminal grain warehouse" means any warehouse 

authorized by a grain exchange to receive or disburse grain 

on consignment as presented by the rules and regulations of 

a grain exchange. 

(24) "Warehouseman'' means a person operating or 

controlling a public warehouse. 

(25) "Warehouse receipt'' means every receipt, whether 

negotiable or nonnegotiable, issued under part 5 of this 

chapter by a warehouseman, except scale weight tickets." 

Section 2. Se~tion 80-4-429, MCA, is amended to read: 

"80-4-429. Penalty. (1) Except as otherwise provided, 

any person who violates any provision of parts 4 through 6 

of this chapter or rules promulgated thereunder or who 

imped~s, obstructs, hinders, or otherwise prevents or 

~tt~mpt~ t.~ prPvr,,t the director er his duly authorized 

repr~s~ntat1ve ir th~ performance of his duty ~nder parts 4 
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th~ough 6 of this chapter is guilty of a misdemeanor and is 

punishable by imprisonment in a county jail not lo exceed 6 

months or by a fine of not more than $1,000, or both. 

{21 A person who refuses to permit inspection of 

licensed premises, books, accounts, records, or other 

documents required by parts ➔ through 7 of this chapter or 

who uses a scale weight ticket or credit sale contract that 

fails to satisfy the requirements of parts 4 through 7 of 

this chapter is guilty of a misdemeanor. 

ill A _E.erson actin.9. as a commodity dealer or 

warehouseman who knowingly sells warehouse-receipted 

agricultural commodities that he :snot authorized to sell 

or who fails to pay for purchased agricultural commodities 

is guilty of a felony." 

Section 3. Section 80-4-525, MCA, is amended to read: 

"80-4-525. Scale weight tickets -- form issuance. 

( 1) Scale weight tickets must be bound 1r1 books of 

convenient size and must be numbered consecutively. The 

original scale weight ticket must be delivered to the person 

from whom the agricultural commodities are received. One 

carbon copy of each scale weight ticket must remain as a 

permanent record. 

{2) A scale weight ticket must be issued Eor each load 

,.Jf agriLultural commodity received by the warehouseman. 

(3) A scale weight ticket may ~ot be issued or held in 
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lieu of a warehouse receipt. The retention of scale weight 

tickets in lieu of warehouse receipts by the owner of the 

grain is at the owner's risk. 

(4) There must be plainly printed across the face of 

such scale weight ticket issued by the warehouseman, in bold 

type, the words "THIS IS NOT A WAREHOUSE RECEIPT. 't'l'-K!iS'i'-BB 

BHBHANSBB-PBR IT MUST BE EXCHANGED FOR A WAREHOUSE RECEIPT 

Wiibb-BB-f55tlEB-!iPBN-REE!liBS'i' IF GRAIN IS HELD IN STORAGE"'. 

tSt--~here--mttst-he-p¼a¼n¼y-pr¼n~ed-aeross-~he-face-of-a 

eem8½nat½on-~eaie-weight-tie~et-and-warehett~e-reee~pt-i~9tted 

by-the-warehottseman,-±n-bo¼d-ty~e7--the--werd9--ueeMBINATl8N 

5€AbB-WE£6H'i'-'l'f€KB'i'-ANB-WARBHB!iSB-RB€E£P'i'Ra 

t6till All scale weight tickets must be signed by the 

warehouseman or his agent. 

t~t When--sea¼e--we±ght--t±e~ets--are---exehan~ed---for 

warehottse---~eee±pt9,--the--sea¼e--we±qht--tieket9--mo~t--be 

~ttrrenderee-te-the-wsrehott9eman~ 

tBtfil All scale weight tickets must be converted into 

cash or warehouse receipts on demand." 

Section 4. Section 80-4-527, MCA, 1s amendeod to read: 

•ao-4-527. Warehouse receipt issuance. ( l) A 

warehouse receipt is a r~ceipt issued by a licensed 

warehouseman on a form containing all the information 

required by H0-4-526. 

(2) No w..irehouse receipt may be issued except for an 
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agricultural commodity actually delivered to a warehouse for 

storage. 

(3) All warehousemen are required to issue a warehouse 

receipt for each lot of agricultural commodity received for 

storage or make payment for the agricultural commodity. 

{4) A warehouse receipt that does not in fact represent 

an agricultural commodity actually delivered into a 

warehouse for storage and the origin of which cannot be 

traced to the actual delivery of the grain represented: 

(a) is not legal and is of no value; 

(bl has no claim on the agricultural commodity stored 

in a warehouse: and 

(c) has no claim on the warehouseman's bond. 

(5) All agricultural commodities in a warehouse belong 

to the holder of outstanding warehouse receipts except those 

commodities that are in excess of the total of all 

outstanding storage obligations. An outstanding warehcuse 

receipt is a warehouse receipt that has not been returned 

and paid in full on the basis of grade, quality, and 

quantity by the warehouseman issuing it. 

(6) If for convenience the holder of two or more 

warehouse receipts covering like agricultural commodities 

wishes to combine them, the new receipt so issued must state 

the fact that it was issued in lieu ,-r Pxisti11g receipts. An 

assembly or recapitulation statement rn11~t be made whenever 
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number or 

referenced 

other 

on the 

new combined receipt. The assembly sheet must be kept on 

file in the warehouse office. Each canceled receipt must 

have stamped across its face "Canceled by No. " (showing 

the number of the new combination receipt). 

17) A warehouseman who is a grower and conducts such an 

enterprise may receive his own grain and issue warehouse 

receipts for agricultural commodities, in the same manner 

and without discrimination, as though the warehouse and 

growing enterprises were of separate ownership. However, the 

warehouseman shall report to the department all warehouse 

receipts issued to himself as a grower. 

(8) When warehouse receipts are prepared on duplicate 

or triplicate forms, the original copy is the warehouse 

receipt and must be giver. upon request to the person storing 

the agricultural commodity covered by such receipt. The 

other copies shall have plainly printed across the face the 

words ''duplicate'', ''triplicate••~ or "nonnegotiable''. 

{9) Each warehouse receipt issued must show the amount 

of cash or value of any merchandise the warehouseman has 

advanced on the agricultural commodity represented by the 

receipt, but s11ch notation may not be construed as fixing 

the Jate ot sdle 0[ such grain. 

(10) All warf'house receipts me.1st be numbered 
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consecutively as issued by each warehouseman. 

(11) Warehous~ receipts m~~_!__be issued WHEN STORAGE IS 

CHARGED BUT no later than 30 days after delivery unless 

agreed to in writing by both parties.~ 

Section 5. Section 80-4-538, MCA, is amended to read: 

"80-4-538. Warehouse shortage reaedies. I 1) For 

purposes of this section, whenever a warehouseman stores 

agricultural commodities of different kinds, a receipt 

holder has a claim against all commodities in storage, 

regardless of their kind, under his receipt. 

ill Whenever it appears, after an investigation, that a 

warehouseman does not have in his possession sufficient 

agricultural commodities to cover the outstanding warehouse 

receipts, scale weight tickets, or other evidence of storage 

liability issued or assumed by him or when a warehouseman 

refuses to submit his books, papers, or property to lawful 

inspect ion, the department may give notice to 

warehouseman to comply with the following requirerrents: 

(a) to cover such shortage; 

the 

(b) to give an additional bond as requested by the 

department; or 

(c} to submit to such inspection as the department 

considers necessary. 

tit1_3J 1 f the warehouseman fails to comply with the 

terms of such notice within 24 hours from the date of 
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issuance of the notice or within such further time as the 

department may allow, the department may petition the 

district court of the first judicial district, Lewis and 

Clark County, or the district court in the county where the 

licensee's principal place of business is located, as shown 

by the license application, for an order: 

(a) authorizing the department to seize and take 

possession of any or all agricultural commodities in the 

warehouse or warehouses owned, operated, or controlled by 

the warehouseman and of all books, papers, and property of 

all kinds used in connection with the conduct or the 

operation of the warehouse business and any materials that 

pertain in any way to that business; and 

(b) enjoining the warehouseman from interfering with 

the department in the discharge of its duties as required by 

this part. 

t3ti!l Upon taking possession, the department shall 

give written notice of its action to the surety on the bond 

of the warehouseman and may notify the holders of record, as 

shown by the warehouseman's record, of all warehouse 

receipts or scale weight tickets issued for agricultural 

commodities to present their warehouse receipts or other 

evidence of deposits for inspection or to account for the 

same. The department m.:iy thereupon cause an a.urlit to be made 

of the affairs of the warehouse, including but not limited 
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to the agricultural commodities of which there is an 

apparent shortage, to determine the amount of shortage and, 

if possible, to compute the shortage as to each depositor as 

shown by the warehouseman's records. The department shall 

notify the warehouseman and the surety on his bond of the 

amount of the shortage and notify each affected depositor by 

sending notices to the depositor 1 s last-known address as 

shown by the records of the warehouseman. 

t4t_ill The department shall retain possession of the 

agricultural commodities in the warehouse or warehouses and 

the books, papers, and property of the warehouseman until 

such time as: 

{a} the warehouseman or the surety on the bond has 

satisfied the claims of all holders of warehouse receipts or 

other evidence of deposits; 

(b) the surety on the bond has satisfied all such 

claims pro rata, if the shortage exceeds the amount of the 

bond; or 

(C) the department is ordered by the court to surrender 

possession. 

tSt~tl If during or after the audit provided for in 

this section or at any other time the department has 

evidence that the warehouseman is insolvent or is ~nable to 

satisfy the claims of all holders oE warehouse receipts or 

other evidence of deposits, the department may petition the 
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district court for the appointment of the department to 

operate or liquidate the business of the warehouse. 

t6t12l At any time within 10 days after the department 

takes 

books, 

possession of 

papers, or 

any agricultural 

property of any 

commodities or the 

warehouse, the 

warehouseman may serve notice on the department to appear in 

the district court of the county in which the warehouse is 

located, at a time to be fixed by the court, and show cause 

why the agricultural commodities, books, papers, and other 

property should not be restored to his possession. 

t T t fil A 11 necessary expenses incurred by the 

department in carrying out the provisions of this section 

may be recovered in a separate civil action brought by the 

department in district court or recovered at the same time 

and as part of the seizure action filed under subsection 

titt"t i1~-
t8t fil As a part of the expenses so incurred, the 

department is authorized to include the cost of adequate 

liability insurance necessary to protect the department, its 

officers, and others engaged in carrying out this section. 

t9t{l01 The department shall set by rule the time limits 

for; 

(a) notification oE its action on the surety bond of a 

warehnusemdn; 

(b) the h0lde~s ot warehouse receipts or scale weight 
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tickets to provide to the department such evidence of 

deposit; and 

(c) satisfaction of the claims of all holders of 

warehouse receipts or other evidence of deposits. '1 

Section 6. Section 80-4-604, MCA, is amended to read: 

•ao-4-604. Bonding requirement amounts -- cancellation. 

{l) An applicant for a license to operate as a commodity 

dealer shall, before a license may be issued, file with the 

department a surety bond or its equivalent, as established 

by department rule, payable to the state. The aggregate 

e""ttet liability of the surety may not exceed the sum oE the 

bond. 

(2) Bft~e99--9~t--by-depsr~me"~-rtt¼~7-~he The bond for a 

commodity dealer may not exceed 2% of the value of the 

agricultural commodities purch~sed by the commodity dealer 

from the producer during the previous 12-month period. The 

bond for all new applicants is 2% of the estimated value of 

all agricultural commodities to be purchased during the 

coming 12-month period. ~he-deparemene-may-by-r~le-r~qttire-a 

qreater--pereentage--¼ft-eaeh-¼ft9~anee,-~he-mintmum-emonnt-ot 

bond-reqaired-~y-afty-ee111J11e~ity-ftea½er-t9--,i678867--and--tfte 

maximttm--i9--pre9eri~ed--in--86-4-4857 THE MINIMUM AMOUNT OF 

BOND REQUIRED BY ANY COMMODITY DEALER IS $20,000, AND THE 

l'AXIMUM IS PRESCRIBED IN_i!0_-4-405. 

(3) A surety shall notify the commodity dealer and the 
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department by certified mail at least 60 days prior to the 

cancellation of the bond. The liability of the surety covers 

purchases made by the commodity dealer during the time the 

bond is in force. A commodity dealer's band filed with the 

department 

60 days• 

is continuous until canceled by the surety upon 

notice: however, such cancellation does not 

terminate any liability of the surety incurred prior to the 

date of cancellation. 11 

NEW SECTION. Section 7. COIIIIOdity dealer defaults 

remedies. (1) If the department finds that a commodity 

of a written dealer has failed to comply with the terms 

contract or has failed to pay for a commodity purchase under 

an oral agreement in the manner and within the time provided 

in 80-4-608, the department may petition the district court 

of the first judicial district, Lewis and Clark County, for 

an order authorizing the department to seize and take 

possession of: 

(a) any agricultural commodities in the facilities 

owned, operated, or controlled by the commodity dealer; 

(b) all books, papers, and property used in connection 

with the operation of the commodity dealer business; and 

(c) any material that pertains in any way to that 

business. 

(2) If during or after an audit or at any other time 

the department has evidence that the commodity dealer is 
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insolvent or is unable to satisfy the claims of all 

commodity dealer creditors covered by the bond, the 

department may petition the district court of the first 

judicial district, Lewis and Clark County, for the 

appointment of the department to operate or liquidate the 

6 business of the commodity dealer. 

7 NEW SECTION. Section 8. Records. ( 1} A commodity 

8 dealer shall provide evidence of delivery, such as scale 

9 tickets, for all agricultural commodities purchased from a 

10 producer. 

11 (2) A commodity dealer shall keep daily position 

12 records or their equivalent showing purchases, deliveries, 

13 or payments to producers. 

14 NEW SECTION. Section 9. Claims on bond by injured 

15 person. A person injured by the breach of an obligation for 

16 which the bond is given may file a claim with the 

17 department. Claims will be accepted only from producers and 

18 for agricultural commodities grown in Montana. 

19 

20 

21 

22 

23 

24 

25 

NEW SECTION. Section 10. Codification instruction. 

[Sections 1, 8, and 91 are intended to be codified as an 

integral part of Title 80, chapter 4, part 6. and the 

provisions of Title 80, chapter 4. part 6. apply to 

l sect ions 7. 8. and 9 I. 

NEW SECTION. Section 11. Severabi l i ty. rt a p.1r t ,) t 

[this act] J.S invalid, all valid parts that are severable 
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from the invalid part remain in effect. If a part of [this 

actl is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 

severable from the invalid applications. 

-End-
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HOUSE BILL NO. 771 

INTRODUCED BY FOSTER, KDEHNKE, STEPPLER, JERGESON 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

AGRICULTURAL WAREHOUSE, COMMODITY DEALER, AND GRAIN 

STANDARDS ACT; REVISING USE OF THE $30,000 EXEMPTION; 

PROVIDING A PENALTY FOR FRAUD; ELIMINATING USE OF A 

COMBINATION SCALE WEIGHT TICKET AND WAREHOUSE RECEIPT; 

BblMINATINS-THB-RB81lfRBMBN'f-THAT--SeAbB--WB¼6HT--TfeKBTS--BB 

BKBHAN8BB--PeR-Wl\RBH885B-RBeBll"f5~ ESTABLISHING A TIME LIMIT 

FOR ISSUING A WAREHOUSE RECEIPT; REQOIRING A PRODUCER TO 

RE(IUEST A WAREHOUSE RECEIPT; ALLOWING THE POOLING OF 

AGRICULTURAL COMMODITIES IN STORAGE TO COVER SHORTAGES; 

ALLOWING THE DEPARTMENT OF AGRICULTURE TO SEEK REMEDY IN THE 

FIRST JUDICIAL DISTRICT; CHANGING THE AGGREGATE LIABILITY OF 

SURETY BONDS FROM CUMULATIVE TO NONCUMULATIVE; ELIMINATING 

THE ABILITY OF THE DEPARTMENT OF AGRICULTURE TO SET BOND 

AMOUNTS BY RULE; RBM8VIIIQ-THB-MfNfMBM-ANB-MAKfMHM-AASIINTS-BP 

BeNBS---PeR--A--BBMM801T¥--BBJ\bBR~ PROVIDING REMEDIES FOR 

COMMODITY DEALER DEFAULTS; REQUIRING COMMODITY DEALERS TO 

KEEP RECORDS; PROVIDING FOR CLAIMS ON THE BOND BY AN INJURED 

PERSON; AND AMENDING SECTIONS 80-4-402, 80-4-429, 80-4-525, 

80-4-527, 80-4-538, AND 80-4-604, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

~.,,.,..,..,.,~•CouncS 
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Section 1. Section 80-4-402, MCA, is amended to read: 

•eo-4-402. Definitions. As used in parts 4 through 7 of 

this chapter, the following definitions apply: 

(1) "Agent" means any person who contracts for or 

solicits any agricultural commodities from a producer or 

warehouseman or negotiates the consignment or purchase of 

any agricultural commodity on behalf of any commodity 

dealer. 

(2) "Agricultural commodity• means any grain. beans, 

safflower, 

flaxseed, 

sunflower 

leguminous 

seeds, 

seed, 

tame mustards, 

or other small seed, 

rapeseed" 

and other 

agricultural commodities designated 

department. 

by rule of the 

{ 3) 0 Bond" means the bond required to be filed by pa rt 

5 or 6 of this chapter and includes any equivalent 

established by department rule, as provided in 80-~-S04 ~~~ 

88-4-684 AND 80-4-604. 

a 

(4) "Commodity dealer" means any person who engages in 

business involving or, as part of his business, 

participates in 

soliciting the 

buying, exchanging, 

sale, resale, exchange, 

negotiating, or 

or transfer of any 

agricultural commodity in the state of Montana. The term 

does not include: 

(a) a person engaged solely in storing, shipping, or 

handlir,g agricultural commodities for hire; 
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{b) a person who buys agricultural commodities from a 

licensed commodity dealerL or 

(c} a person who does not purchase more than $30,000 

worth of agricultural commodities from producers during a 

licensing year; however, once a person exceeds the $30,000 

exemption, he shall obtain a license and is not eligible for 

the exemption for the succeeding year; 

tet@ a person who is the producer of agricultural 

commodities that he actually plants, nurtures, and harvests: 

or 

tdt~ a person whose trading in agricultural 

COfflftlodities is limited to trading in commodity futures on a 

recognized futures exchange. 

(5) "Credit sale contract" means a contract for the 

sale of an agricultural commodity when the sale price is to 

be paid at a date after delivery of the agricultural 

commodity to the buyer and includes but is not limited to 

those contracts commonly referred to as deferred payment 

contracts, 

contracts. 

deferred pricing contracts, or price-later 

I 6) "Department" means the department of agriculture 

provided for in 2-15-3001. 

( 7) "Depositor" means any person who deposits an 

agriculturdl commodity in a warehouse fr') r storage, 

processing, handling, or shipment or who lS the owner or 
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legal holder of an outstanding warehouse receipt or who is 

lawfully 

commodity. 

entitled to possession of the agricultural 

(8) "Director" means the director of the department of 

agriculture. 

(9) ''Grain" means all grains for which standards have 

been established under the United States Grain Standards Act 

(7 u.s.c. 71 through 87) and all other agricultural 

commodities. such as mustard, oil seed crops, or other crops 

which may be designated by rule of the department. 

(10) "Grain Standards Act" means the United States Grain 

Standards Act (7 U.S.C. 71 through 87) as-that-aet-reft~s-en 

dtt¼y-¼,-¼~83. 

(11) ,.Inspector" means any person so designated by the 

director to assist in the administration of parts 4 through 

6 of this chapter. The term includes warehouse auditors 

examiners. 

or 

{12) "Official grain inspectors" means any official 

personnel who perform or supervise the performance of 

official inspection services and certify the results 

thereof, including the grade of the grain. 

(13) hOfficial grain samplers" or Hsamplers" means any 

official personnel who perform or supervise the performance 

of official sampling services and certify the results 

thereof. 
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(14) ''Official grain standards" means the standards of 

quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

115) "Official grain weighers" means any official 

personnel who perform or supervise the performance of class 

X or class Y weighing services and certify the results 

thereof, including the weight of the grain. 

(16) HPerson" means any individual, firm, association, 

corporation, partnership, or any other form of business 

enterprise. 

(17) "Producer"' means the owner, tenant, 0£" operator of 

land in this state who has an interest in and receives all 

or part of the proceeds from the sale of agricultural 

commodities produced on that land. 

( 18 J •public warehouse" or "warehouse" means any 

elevator, mill, warehouse, subterminal grain warehouse, 

public warehouse, or other structure or facility in which, 

for compensation, agricultural commodities are received for 

storage, handling, processing, or shipment. The term 

includes facilities which commingle commodities belonging to 

different lots of agricultural commodities. 

(19) •Receipt" means a warehouse receipt. 

(20) "Scale weight ticket" means a load slip or other 

evidence of delivery, other than a receipt, given to d 

depositor by a warehouseman licensed under the provisions of 

-5- HB 771 

1 

2 

l 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0771/02 

part S of this chapter upon initial delivery of the 

agricultural commodity to the warehouse. 

( 21) "Stat ion" means a warehouse located more than J 

miles from the central office of the warehouse. 

(22) "Subterminal warehouse" 

which an intermediate function 

means any warehouse at 

is performed in which 

agricultural 

dealers or 

commodities are customarily received from 

producers and where the commodities are 

accumulated prior to shipment. 

(23) "Terminal grain warehouse" means any warehouse 

authorized by a grain exchange to receive or disburse grain 

on consignment as presented by the rules and regulations of 

a grain exchange. 

( 24) "Warehouseman" means a person operating or 

controlling a public warehouse. 

(25) MWarehouse receipt'' means every receipt, ~hether 

negotiable or nonnegotiable, issued under part 'J c-f this 

chapter by a warehouseman, except scale weight tickets.~ 

Section 2. Section 80-4-429, MCA, is amended to read: 

"80-4-429. Penalty. {1) Except as otherwise provided, 

any person who violates any provision of parts 4 through 6 

of this chapter or rules promulgated thereunder or who 

impedes, obstructs, hinders, or otherwise prevents or 

attempts to prevent thP director or his duly a11thorizpd 

representative in the performance of his duty under parts 4 
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through 6 of this chapter is guilty of a misdemeanor and is 

punishable by imprisonment in a county jail not to exceed 6 

months or by a fine of not more than $1,000, or both. 

(2) A person who refuses to permit inspection of 

licensed premises. books, accounts, records. or other 

documents required by parts 4 through 7 of this chapter or 

who uses a scale weight ticket or credit sale contract that 

fails to satisfy the requirements of parts 4 through 7 of 

this chapter is guilty of a misdemeanor. 

ill A _eerson acting as a commodity dealer or 

warehouseman who knowingly sells warehouse-receipted 

agricultural commodities that he is not authorized to sell 

or who fails to pay for purchased agricultural commodities 

is guilty of a felony." 

Section 3. Section 80-4-525, MCA, is amended to read: 

•ao-4-,25. Scale weight tickets -- for■ issuance. 

I l) Scale weight tickets must be bound 1n books of 

convenient size and must be numbered consecutively. The 

original scale weight ticket must be delivered to the person 

from whom the agricultural commodities are received. One 

carbon copy of each scale weight ticket must remain as a 

permanent record. 

(2) A scale weight ticket must be issued for each load 

of agricultural commodity received by the warehouseman. 

(J) A scale weight ticket may not be issued or held in 
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lieu of a warehouse receipt. The retention of scale weight 

tickets in lieu of warehouse receipts by the owner of the 

grain is at the owner's risk. 

14) There must be plainly printed across the face of 

such scale weight ticket issued by the warehousemanF in bold 

type, the words "THIS IS NOT A WAREHOUSE RECEIPT. l'P-MHS'P-BI! 

eMeHAN61!B-P0R IT MUST BE EXCHANGED FOR A WAREHOUSE RECEIPT 

Wlbb-BB-lSS!!EB-l!!'eN-RBeees'f IF GRAIN IS HELD IN STORAGE". 

tSt--~here--ffltt9t-he-p¼a¼ft¼7-pr¼nted-aero9s-the-fae~-ef-a 

eombifta~ien-9eele-weiqh~-tie~e~-and-warehett9e-reee¼pt-isstted 

hy-~he-warehott9efflan7-in-boid-type7--the--wor~s--neeMSfNA~i0N 

S€Abl!-iiBl6H'P-'PleMB'f-ANB-iiARBH0!!SE-REeBIP'Pu. 

f6t12J. All scale weight tickets must be signed by the 

warehouseman or his agent. 

t~t When--sea¼e--weiqht--tieket9--are---exehan9e~---for 

warehottse---~eeeipts,--the--9eaie--weight--t~eket9--m~st--be 

surrendered-to-the-warehott9efflftftT 

t8ti~J All scale weight tickets must be converted into 

cash or warehouse receipts on demand.•• 

Section 4. Sect ion 80-4-527, MCA, is amended to read: 

•so-4-527. Warehouse receipt issuance. I 1) A 

warehouse receipt is a receipt issued by a licensed 

warehouseman on a form containing all the information 

required by 80-4-526. 

(2) No warPhousP receipt may be issued except for an 
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agricultural commodity actually delivered to a warehouse for 

storage. 

(3) All warehousemen are required to issue a warehouse 

receipt for each lot of agricultural commodity received for 

storage or make payment for the agricultural commodity. 

(4} A warehouse receipt that does not in fact represent 

an agricultural coffllllodity actually delivered into a 

warehouse for storage and the origin of which cannot be 

traced to the actual delivery of the grain represented: 

(a) is not legal and is of no value; 

(b) has no claim on the agricultural commodity stored 

in a warehouse; and 

(c) has no claim on the warehouseman's bond. 

(5) All agricultural commodities in a warehouse belong 

to the holder of outstanding warehouse receipts except those 

commodities that are in excess of the total of all 

outstanding storage obligations. An outstanding warehouse 

receipt is a warehouse receipt that has not been returned 

and paid in full on the basis of grade, quality, and 

quantity by the warehouseman issuing it. 

(6) If for convenience the holder of two or more 

warehouse receipts covering like agricultural commodities 

wishes to combine them, the new receipt so issued must state 

the fact that it was issued in lieu of existing receipts. An 

assembly or recapitulation statement must be made whenever 
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receipts are so combined, and the number or other 

identification of the statement must be referenced on the 

new combined receipt. The assembly sheet must be kept on 

file_ in the warehouse off ice. Each canceled rece,ipt must 

have stamped across its face "Canceled by No._" (showing 

the number of the new combination receipt). 

17) A warehouseman who is a grower and conducts such an 

enterprise may receive his own grain and issue warehouse 

receipts for agricultural commodities. in the same manner 

and without discrimination, as though the warehouse and 

growing enterprises were of separate ownership. However, the 

warehouseman shall report to the department all warehouse 

receipts issued to himself as a grower. 

(8) When warehouse receipts are prepared on duplicate 

or triplicate forms, the original copy is the warehouse 

receipt and must be given upon request to the person storing 

the agricultural commodity covered by such receipt. The 

other copies shall have plainly printed across the face the 

words "duplicate'', ''triplicate", or "nonnegotiable". 

19} Each warehouse receipt issued must show the amount 

of cash or value of any merchandise the warehouseman has 

advanced on the agricultural commodity represented by the 

receipt. but such notation may not be construed as fixing 

the date of sale of sl1ch grain. 

I LO) All warehouse receipts must be numbered 
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consecutively as issued by each warehouseman. 

(11) Warehouse receipts must be issued WHEN STORAGE IS 

CHARGED BUT no later than 30 days after delivery unless 

agreed to in writing by both parties." 

Section S. Section 80-4-538, MCA, is amended to read: 

•ao-4-538. Na~ehouse shortage reaedies. ( l) For 

purposes of this section, whenever a warehouseman stores 

agricultural co111111odities of different kinds, a receipt 

holder has a claim against all commodities in storage, 

regardless of their kind, under his receipt. 

ill Whenever it appears, after an investigation, that a 

warehouseman does not have in his possession sufficient 

a~ricultural commodities to cover the outstanding warehouse 

receipts, scale weight tickets, or other evidence of storage 

liability issued or assumed by him or when a warehouseman 

refuses to submit his books, papers, or property to lawful 

inspect ion, the department may give notice to the 

warehouseman to comply with the following requirements: 

(a} to cover such shortage: 

(b} to give an additional bond as requested by the 

department; or 

(c) to submit to such inspection as the department 

considers necessary. 

titill If the warehouseman fails to comply with the 

terms of such notice within 24 hours from the date of 
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issuance of the notice or within such further time as the 

department may allow, the department may petition the 

district court of the first judicial district, Lewis and 

Clark County, or the district court in the county where the 

licensee's principal place of business is located, as shown 

by the license application, for an order: 

{a) authorizing the department to seize and take 

possession of any or all agricultural commodities in the 

warehouse or warehouses owned, operated, or controlled by 

the warehouseman and of all books, papers. and property of 

all kinds used in connection with the conduct or the 

operation of the warehouse business and any materials that 

pertain in any way to that business; and 

(b) enjoining the warehouseman from interfering with 

the department in the discharge of its duties as required by 

this part. 

f3till Upon taking possession, the department shall 

give written notice of its action to the s11rety on the bond 

of the warehouseman and may notify the holders of record, as 

shown by the warehouseman's record, of all warehouse 

receipts or scale weight tickets issued for agricultural 

commodities to present their warehouse receipts or other 

evidence of deposits for inspection or to account for the 

same. The department may thereupon cause an aurlit to be made 

of the affairs of the warehouse, including but not limited 
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to the agricultural commodities of which there is an 

apparent shortage, to determine the amount of shortage and, 

if possible, to compute the shortage as to each depositor as 

shown by the warehouseman's records. The department shall 

notify the warehouseman and the surety on his bond of the 

amount of the shortage and notify each affected depositor by 

sending notices to the depositor's last-known address as 

shown by the records of the warehouseman. 

t4till The department shall retain possession of the 

agricultural commodities in the warehouse or warehouses and 

the books, papers, and property of the warehouseman until 

such time as: 

(a) the warehouseman or the surety on the bond has 

satisfied the claims of all holders of warehouse receipts or 

other evidence of deposits; 

(b) the surety on the bond has satisfied all such 

claims pro rata, if the shortage exceeds the amount of the 

bond: or 

tc) the department is ordered by the court to surrender 

possession. 

t5till If during or after the audit provided for in 

this sect ion or at any other time the depart-_ men t has 

evidence that the warehouseman is insolvent or is unable to 

satisfy the claims of all holders of warehouse rereipt~ or 

other evidence of deposits, the department may petition the 
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district court for the appointment of the department to 

operate or liquidate the business of the warehouse. 

t6t12l At any time within 10 days after the department 

takes possession of any agricultural commodities or the 

books, papers, or property of any warehouse, the 

warehouseman may serve notice on the department to appear in 

the district court of the county in which the warehouse is 

located, at a time to be fixed by the court, and show cause 

why the agricultural commodities, books, papers, and other 

property should not be restored to his possession. 

t'l'till All necessary expenses incurred by the 

department in carrying out the provisions of this section 

may be recovered in a separate civil action brought by the 

department in district court or recovered at the same time 

and as part of the seizure action filed under subsection 

t2tt11t ~-

t8till As a part o[ the 

department is authorized to 

expenses so incurred, the 

include the cost of adequate 

liability insurance necessary to protect the department, its 

officers, and others engaged in carrying out this section. 

t9tl!Ql The department shall set by rule the time limits 

for: 

(a) notification of its action on the surety bond of a 

warehouseman; 

(b) the holders of warehouse receipts or scale weight 
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tickets to provide to the department such evidence of 

deposit; and 

(c} satisfaction of the claims of all holders of 

warehouse receipts or other evidence of deposits." 

Section 6. Section 80-4-604, MCA,. is amended to read: 

•ao-4-604. Bonding requireaent amounts -- cancellationa 

(1) An applicant for a license to operate as a commodity 

dealer shallr before a license may be issued, file with the 

department a surety bond or its equivalent, as established 

by department rule, payable to the state. The aggregate 

enn~e¼ liability of the surety may not exceed the sum of the 

bond. 

(2} Hnless--set--by-department-rttte,-the The bond for a 

commodity dealer may not exceed 2\ of the value of the 

agricultural commodities purchased by the commodity dealer 

from the producer during the previous 12-month period. The 

bond for all new applicants is 2\ of the estimated value of 

all agricultural commodities to be purchased during the 

coming 12-month period. ~he-department-fflay-by-rH¼e-reqtttre-e 

9reeter--pereenta9e--¼n-eaeh-in~ta"eeT-~he-ffltntmttffl-aMettn~-ef 

bend-reqtttre~-by-afty-ee-edi~y-dea½er-is--$i67888r--and--the 

ma•~■Hm--¼9--preseribed--tn--89-♦-485• THE MINIMUM AMOUNT OF 

BOND REQUIRED BY ANY COMMODITY DEALER IS $20,000, AND THE 

KAX!MUM 1S PRESCRIBED IN 80-4-405. 

(3) A surety shall notify the commodity dealer and the 
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department by certified mail at least 60 days prior to the 

cancellation of the bond. The liability of the surety covers 

purchases made by the commodity dealer during the time the 

bond is in force. A commodity dealer's bond filed with the 

department is continuous until canceled by the surety upon 

60 days' notice; however, such cancellation does not 

terminate any liability of the surety incurred prior to the 

date of cancellation." 

NEW SECTION. Section 7. C~ity dealer defaults 

remedies. (1) If the department finds that a commodity 

dealer has failed to comply with the terms of a written 

contract or has failed to pay for a commodity purchase under 

an oral agreement in the manner and within the time provided 

in 80-4-608, the department may petition the district court 

of the first judicial district, Lewis and Clark county, for 

an order authorizing the department to s@17,e and take 

possession of: 

(a) any agricultural commodities in the facilities 

owned, operated, or controlled by the commodity dealer; 

(b) all books, papers, and property used in connection 

with the operation of the commodity dealer business; and 

(c) any material that pertains in any way to that 

business. 

( 2) If during or after an audit or at any other time 

the department has evidence that the commodity dealer is 
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insolvent or is unable to satisfy the claims of all 

commodity dealer creditors covered by the bond, the 

department may petition the district court of the first 

judicial district, Lewis and Clark County, for the 

appointment of the department to operate or liquidate the 

6 business of the commodity dealer. 

7 NEW SECTION. Section 8. Records. ( l l A commodity 

8 dealer shall provide evidence of delivery, such as scale 

9 tickets, for all agricultural commodities purchased from a 

10 producer. 

11 (2) A commodity deale, shall keep daily position 

12 tecords or their equivalent showing purchases, delivecies, 

13 or payn.ents to producers. 

14 NEIi SECTION. Section 9. Claias on bond by injured 

15 person. A person injured by the breach of an obligation for 

16 which the bond is given may file a claim with the 

17 department. Claims will be accepted only from producers and 

18 for agricultural commodities grown in Montana. 

19 

20 

21 

22 

23 

24 

NEW SECTION. Section 10. Codification instruction. 

(Sections 7, 8, and 9] are intended to be codified as an 

integral part of Title 80, chapter 4. part 6, and the 

provisions of Title 80, chapter 4, part 6. apply to 

[sections 7, 8, and 9]. 

NEW SECTION. Section 11. Severabi lity. It " part d 

25 (this act) is invalid, all valid parts that are severdble 
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from the invalid part remain in effect. If a part of (this 

act) is invalid in one or more of its applications, the part 

remains in effect in all valid applications that are 

severable from the invalid applications. 

-End-
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