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BILL NO.

INTRODUCED BY 24&%‘

BY REQUEST OF THE DEPARTMENT OF AGRICU#TURE
A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE LAW
RELATING TO ASSET VALUATION AND BOND REQUIREMENTS FOR GRAIN
DEALERS AND WAREHOUSEMEN; PERMITTING AN ALTERNATIVE TO THE
BONDS; PROVIDING UNIFORMITY OF THE FINANCIAL EVALUATION
PROVISIONS FOR COMMODITY DEALERS AND WAREHOUSEMEN; REQUIRIKG
A 60-DAY NOTICE OF CANCELLATION; AMENDING SECTIONS 80-4-40G2,

80-4~504 THROUGH 80-4-~506, 80-4-501, AND B80-4-604, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Secticon 80-4-402, MCA, is amended to read:
"80-4-402, Definitions. As wused 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 by rule of the
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department.

{3) "Bond" means the bond reguired 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.

t3¥{4) "Commodity dealer” means any perscn 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 cf any
agricultural commodity in the state of Montana. The term
does not include:

{a) a person engaged sclely in storing, shipping, or
handling agricultural commodities for hire;

{(by a person who buys or handles less than §10,000
worth of agricultural commodities in a licensing year:

(¢) a person who 1is the producer of agricultural
commodities that he actually plants, nurtures, and harvests;
or

{d) a person whose trading in agricultural commodities
is limited to trading in commodity futures on a recognized
futures exchange.

14y (5) "Credit sale contract™ means a contract for the
sale of an agricultural commedity when the sale price is to
be paid at a date after delivery of the agricuitural

commodity to the buyer and includes but is not limited to

INTRODUCED BILL
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those contracts commonly referred to as deferred payment
contracts, deferred pricing contracts, or price-later
contracts.

t5¥(6) "Department” means the department of
agriculture provided for in 2-15-3001.

t6+(7) “Depositor" means any person who deposits an
agricultural commodity in a warehouse for storage,
processing, handling, or shipment or who 1is the owner or
legal holder of an outstanding warehouse receipt or who is
lawfully entitled to posse;sion of the agricultural
commodity.

¢74{8) “"Director" means the director of the department
of agriculture.

+8+{9) "Grain” means all grains for which standards
have been established under the United States Grain
Standards Act (7 U.5.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.

+94(10) "Grain Standards Act" means the United States
Grain Standards Act (7 U.S.C. 71 through 87) as that act
reads on July 1, 1983.

t:03{11) "Inspector” means any perscn so designated by
the director teo assist in the administraticn of parts 4§

through 6 of thls chapter. The term Iincludes warehouse
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auditors or examiners.

t¥¥+(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.

t223(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.

t333(14) "Official grain standards” means the standards
of quality and condition of grain that establish the grades
defined by the Grain Standards Act.

tx43(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.

t35¥(16) "Person” means any individual, €irm,
assoclation, corporation, partnership, or any other form of
business enterprise.

t26+(i7) "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 cn that land.

tt73(18} "Public warehouse” cor “"warehcuse" means any

elevator, mill, warehcuse, subterminal qgrain warehouse,
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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.

+16¥(19) "Receipt" means a warehouse receipt.

+19+(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 of
part 5 of this chapter upon initial delivery of the
agricultural commodity to the warehouse.

t204(21) "station" means a warehouse located more than
3 miles from the central office of the warehouse.

€2+3¥(22) "Subterminal warehouse" means any warehouse at
which an intermediare function is performed in which
agricultural commodities are customarily received from
dealers or producers and where the commodities are
accumulated prier to shipment.

£22¥(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.

£23¥({24) "Warehouseman" means a per$on operating or
controlling a public warehouse.

€244 (25) "Warehouse receipt" means every receipt,
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whether negotiable or nonneqgotiable, issued under part 5 of
this chapter by a warehouseman, except scale weight
tickets.”
Section 2. Section 80-4-504, MCA, is amended to read:
"80-4~-504. Bond of applicant for license -- additional
bond -- additional obligaticons. (1) Each applicant for a
warehouseman's license shall file a bond or_its equivalent,

as established by department rule, with the department. The

bond must be in such form and must contain such terms and
conditions as the department may prescribe by rule to carry
out the purpose of this section and 80-4-505,

(2) The department may demand an additional bond if
the nature or volume of the business conducted by the
warehouseman warrants an increase.

(3) The warehouseman may give a single bond to cover
all warehouses operated by him.

(4) Any c¢changes 1in the capacity of a warehouse or
installation of any new warehouse involving a change in the
bend liability under 80-4-505% must be reported in writing to
the director, and an appropriate bond must be filed prior to
the operation thereof."

Section 3. Secticn 80-4-505, MCA, is amended to read:

"80-4-505. Amount of bond -- cancellation. (1) The
amount o©f the bond to be furnished [or each warehouse must

pe fixed at a rate of 20 cents per hundredweight for the
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first 500,000 hundredweight of licensed capacity; 15 cents
per hundredweight for the next 500,000 hundredweight of
licensed capacity; and 10 cents per hundredweight for all
licensed capacity over 1 million hundredweight. The amcount
of the bond may not be less than $20,000 or more than the
maximum prescribed in 80-4-405. The licensed capacity 1is
the maximum number of hundredweight of agricultural
commodities that the warehouse can accommodate.

(2) If a warehouseman is also operating as a commodity
dealer, he shall also provide a bond as prescribed in
80-4-604.

{3) If there occurs a deficiency in net assets as
required under 80-4-506, there shall be added to the amount
of bond determined in accordance with subsection (1) an
amount equal to that deficiency.

{(4) Each warehouseman bond shall run c¢continucusly with
the warehouseman license until canceled by the bonding
company. The aggregate annuwat liability of the surety may in
no event exceed the sum of the bond., A-eentinuous-bend-shait
obiigate--a-—new--penai--sum--with--the-ecommenczement-of ~aach
*reensing-years

(S} A 38-day 60-day written notice must be given to
the department by the bonding company before any bond is

canceled; however, such cancellation does not terminate any

liability of the surety incurred pricr to the date of

-7-

10
11
12
13
14
15
16
17
18
i9
20
21
22
23
24

25

LC 0823/01

cancellation.”

Section 4. Section 80-4-506, MCA, is amended to read:

"B0-4-506, Net asset requirements. (1} Each licensee
or applicant for a license shall maintain, above all
exemptions and liabilities, total net assets liable for the
payment of any indebtedness arising from the conduct of the
warehouse or warehouses of at least 40 cents per
hundredweight of all agricultural commodities that his
warehouse or warehouses can accommodate,

{2) No person may be licensed as a warehouseman unless
he has and maintains allowable net assets of at least
$10,000.

13) Assets must he wvalued at criginal cost 1less

depreciation, except that upon written reguest filed with

the department, the director may allow asset valuations _in

accordance with a competent appraisal.

t3¥{4} In determining total net assets, credit may be
given for insurable property, such as buildings, machinery,
equipmeni, and merchandise inventory, only to the extent
that such property 1s protected by insurance against loss or
damage by fire. The insurance must be in the form of lawful
policies issued by one Or more insurance companies
authorized to do business and subject to service of process
in suits brought in this state.

+43(5) If a warehouseman 1is licensed or applies far
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licenses to operate two or more warehcuses, the maximum
number of hundredweight which all such warehouses will
accommodate must be considered in determining whether the
warehouseman meets the net asset requirements specified in
this section."

Section 5. Section 80-4-601, MCA, is amended to read:

"80-4-601. Commodity dealer 1license requirements --
financial responsibility. (1) A person may not engage in the
business of a commodity dealer in this state without £first
having obtained a license issued by the department.

(2} An application for a license to engage in business
as a commodity dealer must be filed with the department and
must be on a form prescribed by the department.

(3) A license application must include the following:

ta) the name of the applicant;

(b) the names of the officers and directors if the
applicant is a corporation:

(¢) the names of the partners if the applicant is a
partnership;

(d} the 1lccation of the principal places of business;

{e) a sufficient and wvalid bond as specified in
80-4-604;

{f) the number and description of trucks or
tractor-trailer units owned or leased by the applicant that

will be used in the <transportaticn of agricultural
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commodities purchased pursuant tc the provisions of this
part;

(g) a complete financial statement prepared by a
licensed accountant according to generally accepted
accounting principles, setting forth the applicant's assets,
liabilities, and net worth, The commodity dealer shall have
and maintain current assets equal to or greater than current
liabilities., Assets must be shown at woriginal cost less
depreciations, Upon except that upon written reguest filed

with the department, the director may allow asset valuations

in accordance with a competent appraisal. In determining
total net assets, credit may be given for insurable

property, such as buildings, machinery, equipment, and
merchandise inventory, only to the extent that such property

is protected by insurance against loss or damage by fire.

by cne or more insurance companies authorized to do business

and subject to service of process in suits brought in this

state.

{h) any other reasonable information the department
finds necessary to carry out the provisions and purpose of
this part.

(4} In order to receive and. retain  a commodity
dealer's license, a commodity dealer shall have and maintain

net assets of at least $50,000 or maintain & bond in the

=10-
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amount of $2,000 for each $1,000 or fraction thereof of net
assets deficiency. However, a minimum of $10,000 net assets
is required by a commodity dealer to qualify for a license.
A bond submitted for purposes of this subsection is in
addition to any bond otherwise reguired under this part.

{5) The department shall adopt rules relating to the
form and time of filing of financial statements. The
department may reguire additional information or
verification regarding the financial resources of the
applicant and the applicant's ability te pay producers for
agricultural commodities purchased from them.”

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 bend or its equivalent, as

established by department rule, payable tc the state. The
aggregate annual liability of the surety may not exceed the
sum of the bond. A-eentinuona--bend--shatt--ebiigate--a--new
penat-sum-with-the-commencement-af-aach-ticenaing-years

{2} Unless set by department rule, 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 or warehouseman during the previous

12-month period. The bond for all new applicants is 2% of
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the estimated value of all agricultural commodities to be
purchased during the coming 12-month pericd. The department
may by rule reguire a greater percentage in each instance.
The minimum amount of bond required by any commodity dealer
is $20,000, and the maximum is prescribed in B0O-4-405.

{(3) A surety shall notify the commodity dealer and the
department by certified mail at least 36 60 days prior to
the cancellation of the bond. The liability of the surety
covers purchases made by the c¢ommodity 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 38 60 days' notice; however, such cancellation

does not termipate any liability of the surety incurred

prior to the date of cancellation."

-End-
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APPROVED BY COMMITTEE

ON AGRICULTURE LIVESTOCK

& IRRIGATION

STATEMENT OF INTENT
HOUSE BILL 621

House Agriculture Committee

This statement of intent is required because rulemaking
authority is granted to the department of agriculture in
sections 1 through 3.

It is the intent of the legislature that the department
of agriculture adopt rules to establish alternatives to
bonds required for 1licensing of commedity dealers and
warehousemen, The legislature intends that a certificate of
deposit, an irrevocable letter of credit, or other similar
financial assurance be given, with no right to withdraw the
financial assurance without the approval of the department,
in order to be an acceptable bond alternative.

It is the intent of the legislature that the bond be
given to obligate the surety for only the face amount cf the
bond regardless of the number of licensing periods for which
it continues in effect, unless the department requires an
additional bond amount. Likewise, the alternative to the
bond must be an amount not to be increased unless changes in
operation require additional coverage. Upon termination of
the license, the bond alternative may not be released by the
department until the statute of limitations has tun on the

types of claims that could be made or until it can be

mncanz tegrsrative Cauncit

demonstrated

ik,

that

HB 0621/si

no claims exist that may be made against
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SECOND READING
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HOUSE BILL NO. 621
INTRODUCED BY HOLLIDAY, SCHULTZ, ELLERD, KOEHNKE, MANUEL

BY REQUEST OF THE DEPARTMENT OF AGRICULTURE

A BILL FCOR AN ACT ENTITLED: "AN ACT REVISING THE LAW
RELATING TO ASSET VALUATION AND BOND REQUIREMENTS FOR GRAIN
DEALERS AND WAREHOUSEMEN; PERMITTING AN ALTERNATIVE TOQ THE
BONDS; PROVIDING UNIFORMITY OF THE FINANCIAL EVALUATION
PROVISIONS FOR COMMODITY DEALERS AND WAREHQUSEMEN; REQUIRING
A 60-DAY NOTICE OF CANCELLATION; AMENDING SECTIONS 80-4-402,

80~-4-504 THRCUGH 80-4-506, 80-4-601, AND 80-4-604, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
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 perscn 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 by rule of the

ZK ‘Morl £ana Leguslative council
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department.

{3) "Bond” means the bond reguired to be filed by part

5 or 6 of this chapter and includes any egquivalent

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

80-4-604.

£3¥(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 storing, shipping, or
handling agricultural commodities for hire;

{b) a person who buys or handles less than §10,000
worth of agricultural commodities in a licensing year;

(c) a person who is the producer of agricultural
commodities that he actually plants, nurtures, and harvests;
or

(d) a person whose trading in agricultural commodities
is limited to trading in commodity futures on a recognized
futures exchange.

t4¥(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

-2- HB 621
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those contracts commonly referred to as deferred payment

contracts, deferred pricing contracts, or price-later
contracts.
t5¥(6) ‘“Department™ means the department of

agriculture provided for in 2-15-3001,

t6%17) "Depositor" means any person who deposits an
agricultural commodity in a warehouse for storage.,
precessing, handling, or shipment or who 1is the owner or
legal holder of an outstanding warehcuse receipt or whe is
lawfully entitled to possession of the agricultural
commodity.

t73(B) "Director" means the director of the department
of agriculture.

t8%(9) "Grain" means all grains for which standards
have been established under the United States Grain
Standards Act (7 U.5.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.

£9%i10} “Grain Standards Act” means the United States
Grain Standards Act (7 U.S.C. 71 through 87} as that act
reads on July 1, 1983.

t383(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
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auditors cr examiners.

t1t3(12) "Official grain inspectors” means any official
personnel who perform or supervise the performance of
official inspection services and certify the results
therecf, including the grade of the grain.

€23 (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.

t¥3+(14) “Official grain standards" means the standards
of quality and condition of grain that establish the grades
defined by the Grain Standards Act.

+343(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.

+3#53({16) "Person”  means any individual, fEirm,
association, corporation, partnership, or any other form of
business enterprise.

t163{17) "Producer”™ means the  owner, tenant, or
cperator 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.

+37+(18) "Public warehouse” or ‘“warehouse” means any

elevator, mill, warehouse, subterminal grain warehouse,

-4- HB 621
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public warehouse, or other structure or facility in which,
for compensation, agricultural commodities are received for
storage, nandling, processing, or shipment., The term
includes facilities which commingle commodities belonging to
different lots of agricultural commodities.

+38%(19) "Receipt” means a warehouse receipt.

t39%(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 prowvisions of
part 5§ cf this chapter upon initial delivery of the
agricultural commedity to the warehouse.

+284(21) "Station” means a warehouse located more than
3 miles from the central office of the warehouse.

+23+4(22) "Subterminal warehouse" means any warehouse at
which an intermediate function is performed in which
agricultural commodities are customarily received from
dealers or producers and where the commodities are
accumulated prior to shipment.

+223(23) "Terminal grain warehouse" means any warehouse
authorized oy a grain exchange to receive or disburse grain
on consignTent as presented by the rules and regulations of
a grain exchange,

£234(24) "Warehcuseman' means a person operating or
controlling a public warehouse.

+24¥(23) “Warehouse receipt" means every receipt,
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whether negotiable or nonnegotiable, issued under part 5 of
this chapter by a warehouseman, except scale weight
tickets."
Section 2. Section B0-4-504, MCA, is amended to read:
"B0-4-504. Bond of applicant for license -- additional
bond -- additicnal obligations. (1] Each applicant for a

warehouseman's license shall file a bond or its eguivalent,

as__established by department rule, with the department. The
bond must be in such form and must contain such terms and
conditions as the department may prescribe by rule to carry
out the purpose of this section and a0-4-590%,

(2) The department may demand an additional bond if
the nature or volume of the business conducted by the
warehouseman warrants an increase.

{3) The warehouseman may give a single bond to cover
all warehouses operated by him.

{4) Any changes in the capacity of a warehouse or
installation of any new warehouse involving a c¢hange in the
bond liability under B0-4-505 must be reported in writing to
the director, and an appropriate bond must be filed prior to
the operation thereof."

Section 3. Section B0-4-505, MCA, is amended to read:

"80-4-505. Amount of bond -- cancellation. (1) The
amount ¢f the bond to be furnished for sach warehouse must

be fixed at a rate of 20 cents per hundredweight for the

-6- HB 621
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first 500,000 hundredweight of licensed capacity; 15 cents
per hundredweight for the next 500,000 hundredweight of
licensed capacity; and 10 cents per hundredweight for all
licensed capacity over 1 million hundredweight. The amount
of the bond may not be less than $20,000 or more than the
maximum prescribed in 80-4-405. The licensed capacity is
the max imum number of hundredweight of agricuitural
commodities that the warehouse can accommodate.

(2} TIf a warehouseman is also operating as a commodity
dealer, he shall also provide a bond as prescribed in
80-4-604.

(3) If there occurs a deficiency in net assets as
required under 80-4-506, there shall be added to the amount
of bond determined in accordance with subsection (1) an
amount equal to that deficiency.

(4) Each vwarehouseman bond shall run continuously with
the warehouseman license until canceled by the bonding
company. The aggregate annual liability of the surety may in
no event exceed the sum of the bond. A-continuous-bond-shaii
obiigate--a--new--penat--sum--with--the-commencement-of-eash
ticensing-years

{5) A 38-day 60-day written notice must be given to
the department by the bonding company before any bond is

canceled; however, such cancellation does not terminate any

liability of the surety incurred pricr to the date of
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Section 4. Section 80-4;506, MCA, is amended to read:

"80-4-506. Net asset requirements. (1) Each licensee
or applicant for a license shall maintain, above all
exemptions and liabilities, total net assets liable for the
payment of any indebtedness arising from the conduct of the
warehouse or warehouses of at least 40 cents per
hundredweight of all agricultural cemmodities that his
warehcuse or warehouses can accommoddte.

{2) No person may be licensed as a warehouseman unless
he has and maintains allowable net assets of at least

$10,000.

(3) Assets must be valued at criginal cost less

depreciation, except that upon written request filed with

the department, the director may allow asset valuations in

accordance with a competent appraisal.

t3¥(4) In determining total net assets, c¢redit may be
given for insurable property, such as buildings, machinery,
equipment, and merchandise inventory, only to the extent
that such property is pretected by insurance against less or
damage by fire., The insurance must be in the form of lawful
policies issued by one Or more insurance companies
authorized to do business and subject to service of process
in suits brought in this state.

t4¥(5) If a warehouseman is licensed or applies for
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licenses to operate two or more warehouses, the maximum
number of hundredweight which all such warehouses will
accommodate must be considered in determining whether the
warehouseman meets the net asset requirements specified in
this section.”

Ssection 5. Section 80-4-601, MCA, is amended tc read:

"80-4-601. Commodity dealer license requirements --
financial responsibility. (1) A person may not engage in the
business of a commodity dealer in this state without Ffirst
having obtained a license issued by the department.

{2) An application for a license to engage in business
as a commodity dealer must be filed with the department and
must be on a form prescribed by the department.

{(3) A license application must include the <following:

{a) the name of the applicant:

(b) rthe names of the officers and directors if the
applicant is a corporation;

tc) the names of the partners if the applicant 1is a
partnership;

{d4) the location of the principal places of business;

(e} a sufficient and valid bond as specified in
B0-4-604;

(£} the number and description of trucks or
tractor-traller units owned or leased by the applicant that

will be used in the transportation of agricultural
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commodities purchased pursuant te the provisions of this
part;

(g} a complete financial statement prepared by a
licensed accountant according to generally accepted
accounting principles, setting forth the applicant's assets,
liabilities, and net worth. The commodity dealer shall have
and maintain current assets equal to or greater than current
liabilities. Assets must be shown at original cost less

depreciations, Hpem excepr that upon written reguest filed

with the department, the director may allcocw asset valuations

in accordance with a competent appraisal. In determining

total net assets, credit may be given for insurable

property, such as buildings, machinery, equipment, and

merchandise inventory, only te the extent that such property

is protected by insurance against loss or damage by fire,

The insurance must be in the form of lawful policies issued

by one or more insurance companies authorized to do business

and subject to service of process in suits brought in this
state.

th) any other reasonable 1information the department
finds necessary to carry out the provisions and purpose of
this part.

(4Y In order to receive and retain a commodity
dealer's license, a commodity dealer shall have and maintain

net assets of at least $50,000 or maintain a bond in the

-10- HB 621
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amount of $2,000 for each $1,000 or fraction thereof of net
assets deficiency. However, a minimum of $10,000 net assets
is required by a commodity dealer to qualify for a license.
A bond submitted for purposes of this subsection is in
addition to any bond otherwise required under this part.

(5) The department shall adopt rules relating to the
form and time of filing of financial statements. The
department may require additional information or
verification regarding the Ffinancial resources of the
applicant and the applicant's ability to pay producers for
agricultural commodities purchased from them."

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

azggregate annual liability of the surety may not exceed the
sum of the bond. A-continnous--bond--shali--obiigate~-a--new
penat-sum-with-the-commencement~of-each-ticensing-years

{2) Unless set by department rule, the bond for a
commodity dealer may not exceed 2% of the value of the
agricultural commodities purchased by the commcdity dealer
from the producer or--warehouseman during the previous

12-month period. The bond for all new applicants is 2% of

-11- HB 621
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the estimated value of all agricultural commodities to be
purchased during the coming l2-month period. The department
may by rule require a greater percentage in each instance.
The minimum amount of bond required by any commodity dealer
ig $20,000, and the maximum is prescribed in 80-4-405.

{3} A surety shall notify the commodity dealer and the
department by certified mail at least 36 69 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 wuntil canceled by the

surety upon 38 60 days' notice; however, such cancellation

does not terminate any liability of the surety incurred

prior to the date of cancellation.”

-End-

~12- HB 621
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STATEMENT OF INTENT
HOUSE BILL 621

House Agriculture Committee

This statement of intent is required because rulemaking
authority is granted to the department of agriculture in
sections 1 through 3.

It is the intent of the legislature that the department
of agriculture adopt rules to establish alternatives to
bonds required for 1licensing of commodity dealers and
warehousemen. .The legislature intends that a certificate of
deposit, an irrevocable letter of credit, or other sgimilar
financial assurance be given, with no right to withdraw the
financial assurance without the approval of the department,
in order to be an acceptable bond alternative.

It is the intent of the legislature that the bond be
given to cbligate the surety for only the face amount of the
bond regardless of the number of licensing periods for which
it continues in effect, unless the department requires an
additional bond amount. Likewise, the alternative to the
bond must be an amount not to be increased unless changes in
operation require additional coverage. Upon termination of
the license, the bond alternative may not be released by the
department until the statute of limitations has run on the

types of claims that could be made or until it can be

@mmw
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demonstrated that no claims exist thst may be made against

it.
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HOUSE BILL NO. 621
INTRODUCED BY HOLLIDAY, SCHULTZ, ELLERD, KOEHNKE, MANUEL
BY REQUEST OF THE DEPARTMENT OF -AGRICULTURE

A BILL FOR AN ACT ENTITLED: “AN ACT REVISING THE LAW
RELATING TO‘ASSET VALUATION AND BOND REQUIREMENTS FOR GRAIN
DEALERS AND WAREHOUSEMEN; PERMITTING AN ALTERNATIVE TO THE
BONDS; PROVIDING UNRIPORMITY OF THE FINANCIAL EVALUATION
PROVISIONS FOR COMMODITY DEALERS AND WAREHOUSEMEN; REQUIRING
A 60-DAY NOTICE OF CANCELLATION; AMENDING SECTIONS 80-4-402,
80-4-504 THROUGH B0-4-506, 80-4-601, AND 80-4-604, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 80-4-402, MCA, is amended to read:
"80-4-402. Definitions. As wused in parts 4 through 7

of this chapter, the following definitions apply:

l (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 béhalf of any commodity
dealer.

{2) *"Agricultural commodity" means any grain, beans,
safflower, sunflower seeds, tame mustards, rapeseed,
flaxseed, lequminous seed, or other small seed, and other

agricultural commodities designated by rule of the
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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.

féiiﬂl "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 storing, shipping, or
handling agricultural commodities for hire;

{b} a person who buys or handles less than $10,000
worth of agricultural commodities in a licensing year;

(c} a person who is the producer of agricultural
commodities that he actually plants, nurtures, and harvests;
or

(d} a person whose trading in agricultural commodities
is limited to trading in -commodity futures on a recognized
futures exchange.

t4¥(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

-2- HB 621
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those codttacts commonly referred tc as deferred payment
contracts, deferred pricing contractéi or price-later
contracts.

+5¥(6) “Department"” means the department of
agriculture provided for in 2-15-3001.

+6%(7) “Depositor™ means any person who deposits an
agricultural commodity in a warehouse for storage,
p:ocesning. haadling, or shipment or who is the owner or
legal holder of an outstanding warehouse receipt or who is
lawfully entitled to posgession of the agricultural
commodity.

t#¥(8) "Director" means the director of the department
of agriculture.

t83{9) "Grain" means all grains for which standards
have been established under the United 5States Grain
Standards Act (7 U.8.C. 71 through 87) and all other
agricultural commodities, such as mustard, oil seed crops,
or other crops which may be designated by rﬁle of the
department,

194{10) “Grain Standards Act™ means the United States
Grain Standards Act (7 U.S8.C. 71 through 87) as that act
reads on July 1, 1983,

¢38¥{11) "Inspector" means any person s0 designated by
the director to assist in the administration of parts 4

through 6§ of this chapter. The term includes warehouse

-3- HB 621
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auditors or examiners.

t333{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.

+¥24(13) "Official grain samplers" or "samplers" means
any official personnel who perform or supervise the
performance of oﬁficial sampling services and certify the
results thereof.

t333(14) "Official grain standards" means the standards
of quality and condition of grain that establish the grades
defined by the Grain Standards Act.'

t343[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.

+353(16) "Person” means any individual, firm,
association, corporation, partnership, or any octher form of
business enterprise.

+363(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
agriculturalrccmnndities produced on that land.

t373(18) "Public warehouse" or “warehouse” means any

elevator, mill, warehouse, subterminal grain warehouse,

-4 HB 621
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public warehouse, or other structure or Eacility in which,
for compensation, agricultural commcdities are received for
storage, handling, processing, or shipment. The term
includes facilities which commingle commcdities belonging to
differant lots of agricultural commodities.

$183(19} “"Receipt" means a warehouse receipt.

£191{20} "Scale weight ticket" means a 1load slip or

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

depositor by a warehouseman licengsed under the provisions of

part 5 of this chapter upon lnitial delivery of the
agricultural commodity to the warehouse.

+204(21) “"Station" means a warehouse located more than
3 miles from the central office of the warehouse.

t233(22) "Subterminal warehouse" means any warehouse at
which an intermediate function is performed in which
agricultural commodities are customarily received from
dealers or producers and where the commodities are
accumulated prior to shipment.

t224(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.

+23+({24) “"Warehouseman" means a person operating or
controlling a public warehouse.

+24}+(25) "Warehouse receipt” means every receipt,

-5- HB 621
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whether negotiable or nonnegotiable, issued under part 5 of
this chapter by a warehouseman, except scale weight
tickets."
Section 2. Section 80-4-504, MCA, is amended to read:
"80-4-504. Bond of applicant for license -- additional
bond -- additional obligationa. (1) Each applicant for a

warehouseman's license shall file a bond aor its equivalent,

as_ established by department rule, with the department. The

bond must be in such form and must contain such terms and
conditions as the department may prescribe by rule to carry
out the purpose of this section and 80-4-505,

' (2) The department may demand an additional bond if
the nature or volume of the business conducted by the
warehouseman warrants an increase.

(3) The warehouseman may give a single bond to cover
all warehouses operated by him.

(4) Any changes in the capacity of a warehouse or
installation of any new warehouse invelving a change in the
bond liability under 80-4-505 must be reported in writing to
the director, and an appropriate bond myust be filed prior to
the operation thereof.”

Section 1. Section 80-4-505, MCA, is amended to read:

"80-4-505. Amount of bond -- cancellation. {1y The
amount of the bond to be furnished for each warehcuse must

be fixed at a rate of 20 cents per hundredweight for the

-6~ . HB 621
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Eirat 500,000 hundredweight of licended capacity; 15 cents
per hundredweight for the next 500,000 hundredweight of
licensed capacity; and 10 cents per hundredweight for all
licensed capacity over 1 million hundredweight. The amount
of the bond may not be 1es$ than $20,000 or more than the
maximum prescribed in 80-4-405. The 1licensed capacity is
the maximum number of hundredweight of agricultural
commodities that the warehouse can accommodate.

(2} If a warehouseman is also operating as a commodity
dealer, he shall also provide a bond as prescribed in
80-4-604.

t3) If there occcurs a deficiency in net assets as
required under B80-4-506, there shall be added to the amount
of bond determined in accordance with subsection (1) an
amount equal to that deficiency.

(4} Each warehouseman bond shall run continuously with
the warehouseman 1license wuntil canceled by the bonding
company. The aggregate anmuat liability of the surety may in
no event exceed the sum of the bond. A-centinuouns-bend-shaii
obiigate--a--new--penat--sum--with--the-commencemant-af-each
iicensing-years

(5) A 38-day 60-day written notice must be given to
the department by the bonding company before any bond is

canceled; however, such cancellation does not terminate any

liability of the surety incurred prior to the date of
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cancellation.”

Section 4. Section 80-4-506, MCA, is amended to 'read:

"80-4-506. Net asaet requirements., (l} Each licensee
or applicant' for a license shall maintain, abowe all
exemptions and liabilities, total net assets liable for the
payment of any indebtedness arising from the conduct of the
warehouse or warehouses of at least 40 cents per
hundredweight of all agricultural commodities that his
warehouse or warehouses can accommodate. .

{2) No person may be licensed as a warehouseman unless
he has and maintains allowable net assets of at least
$10,000,

(3) Assets must be valued at original cost less

depreciation, except that upon written request filed with

the department, the director may allow asset valuations in

accordance with a competent appraisal.

t31{4) In determining total net assets, credit may be
given for insurable property, such as buildings, machinery,
equipment, and merchandise inventory, anly to the extent
that such property is protected by insurance against loss or
damage by fire. The insurance must be in the form of lawful
policies issued by one or more insurance companies
authorized to do business and subject to service of process
in suits brought in this state.

t+43(5) If a warehouseman is licensed or applies for

-8- HB 621
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licenses to operate two or more warehouses, the maximum
number of hundredweight which all such warehouses will
accommodate must be considered in determining whether -the
warehouseman meeta the net asset requirements specified in
this sectiaon.”

Section 5. Section B0-4-601, MCA, is amended to read:

"g80~4-601. Commodity dealer Llicense requirements --

financial responsibility. {l) A person may not engage in the
business of a commodity dealer in this state without first
having obtained a license issued by the department.

(2) an application for a license to engage in business
as a commodity dealer must be filed with the department and
must be on a form prescribed by the department.

(3) A license application must include the following:

(a) the name of the applicant:

(b) the names of the officers and directors if the
applicant is a corporation;

(c¢) the names of the partners if the applicant is a
partnership;

{d) the location of the principal places of business;

{e) a sufficient and valid bond - as specified in
80-4-604;

{(£) the number and description of trucks or
tractor-trailer units owned or leased by the applicant that

will be used in the transportation of agricultural

-9- HB 621
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commeodities purchased pursuant to the provisions of this
part;

{g) a complete financial statement prepared by a
licensed accountant according to generally accepted
accounting principles, setting Eorth the applicant's assets,
liabilities, and net worth. The commodity dealer shall have
and maintain current assets equal to or greater than current

liapilitiea. Assets must be shown at original cost less

depreciationr, HEpem except that upcn written request filed
with the department, the director may allow asset valuations

in accordance with a competent appraisal. In determining

total net assets, credit may be given for insurable

property, such as buildings, machinery, equipment, and

merchandise inventory, only to the extent that such property

is protected by insurance against loss or damage by fire,.

The insu;ance must be in the fcrm of lawful policies issued

by one or more insurance companies authorized to do business

and subject to service of process in suits brought in this

state.

(h) any other reasonable information the department
finds necessary to carry out the provisions and purpcse of
this part.

(4) In order to receive and retain a commodity
dealer's license, a commodity dealer shall have and maintain

net assets of at least $50,000 or maintain a bond in the

=10~ HB 621
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amount of $2,000 for each $1,000 or fraction thereof of net
assets deficiency. However, a minimum of $10,000 net assets
is regquired by a commodity dealer to qualify for a license.
A bond submitted for purposes of this subsection is in
addition to any bond otherwise required under this part.

{(5) The department shall adopt rules relating to the
form and time of filing of financial statements. The
department may require additional information or
verification regarding the financial resocurces of the
applicant and the applicant‘’s ability to pay producers Eor
agricultural commodities purchased from them."

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

"B0-4-604. Bonding requirement = amounts -

cancellation. (1) An applicant for a license to operate as a

commodity dealer shall, before a license may be issued, file

w;th the departament a surety bond or its equivalent, as

established by department rule, payable to the state. The

aggregate annual liability of the surety may not exceed the
sum of the bond, A-ceatinuous--bend--shaii--obiigate-—a--new
penai-sun-with-the-comnencement-of-each-ticensing-years

{2) Unless set by department rule, the bond for a
commodity dealer may not exceed 2% of the value of the
agriculeural commodities purchased by the commodity dealer
Eroé the producer eor--warehouseman during the previous

12-month period. The bond for all new applicants is 2% of
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the estimated value of all agricultural commodities to be
purchased during the coming 12-month period., The department
may by rule require a greater percentage in each instance.
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
department by certified mail at least 38 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 38 60 days' notice; however, such cancellation

does not terminate any liability of the surety incurred

prior to the date of cancellation."

~-End-
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STATEMENT OF INTENT
HOUSE BILL 621

House Agriculture Committee

This statement of intent is required because rulemaking
authority is granted to the department of agriculture in
sections 1, threugh-3 2, AND 6.

It is the intent of the legislature that the department
of agriculture adopt rules to establish alternatives to
ponds required for licensing of commodity dealers and
warehousemen. The legislature intends that a certificate of
deposit, an irrevocable letter of credit, or other similar
£inancial assurance be given, with no right to withdraw the
financial assurance without the approval of the department,
in order to be an acceptable bopnd alternative,

It is the intent of the legislature that the bond be
given to obligate the surety for only the face amount of the
bond regardless of the number of licensing perieds for which
it continues in effect, unless the department requires an
additiconal bond amount. Likewise, the alternative to the
bond must be an amount not to be increased unless changes in
operation require additional coverage. Upon termination of
the license, the bond alternative may not be released by the
department until the statute of limitations has run on the

types of claims that could be made or until it can be

Z\\ ( Montana Legistative Counch

demonstrated

it.

that
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no claims exist that may be made against
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HOUSE BILL NO. 621
INTRODUCED  BY HOLLIDAY, SCHULTZ, ELLERD, KOEHNKE, MANUEL
BY REQUEST OF THE DEPARTMENT OF AGRICULTURE
A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE LAW
RELATING TO ASSET VALUATION AND BOND REQUIREMENTS FOR GRAIN
DEALERS AND WAREHOUSEMEN; PERMITTING AN ALTERNATIVE TO THE
BONDS; PROVIDING UNIFORMITY OQF THE FINANCIAL EVALUATION
PROVISIONS FOR COMMODITY DEALERS AND WAREHObSEMEN; REQUIRING
A 60-DAY NOTICE OF CANCELLATION; AMENDING SECTIONS 80-4-402,

80-4-504 THROUGH 80-4-506, 80-4-601, AND 80-4-604, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 80-4-402, MCA, is amended to read:
"§0-4-402. Definitions, As wused 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 commedity 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

designated by rule of the
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department.

{3)_ "Bond" means the bond regquired 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

80-4-5604.
t3¥(4) "Commodity dealer" means any person who engages
business,

in 2 business invelving or, as part of his

participates in buying, exchanging, negotiating, or

soliciting the sale, resale, exchange, or transfer of any
agricultural commodity in the state ¢f Montana, The term
does not include:

{(a) a perscn engaged solely in storing, shipping, or
handling agricultural commodities for hire;

(b} a person who buys or handles less than $10,000
worth of agricultural commcdities in a licensihg year;

{c) a person who 1is the producer cof agricultural
commodities that he actually plants, nurtures, and harvests;
or

{d) a person whose trading in agricultural commodities
is limited to trading in commodity Eutures on a recognized
futures exchange.

t43({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

-2- HB 621
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those contracts commonly referred to as deferced payment

contracts, deferred pricing contracts, or price~later
contracts,
t5¥(6) "Department” means the department of

agriculture provided for in 2-15-3001.

¢6%(7) "Depositor" means any person who deposits an
agricultural commodity in a warehouse for storage,
processing, handling, or shipment or who 1is the owner or
legal holder of an outstanding warehouse receipt or who is
lawfully entitled to possession of the agricultural

commodity.

t7¥{8) ‘"Directer” means the director of the department

of agriculture.

#8¥(9) "Grain" means all grains for which standards
have been established wunder the United“ States Grain
Standards Act (7 U.S.C. 71 through 87) and all other
agricultural commodities, such as mustard, oil seed crops,
cor other crops which may be designated by rule of the
department.

t94(10} "Grain Standards Act” means the United States
Grain Standards Act (7 U(U.S.C. 71 through 87) as that act
reads on July 1, 1983.

t38+{11) "Inspector" means any person so designated by
the director to assist in the adminlstration of parts 4

through 6 of this chapter. The term Iincludes warehouse
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auditors or examiners.

+3y(12) "Official grain inspectors” means any official
personnel who perform or supervise the performance of
official inspection services and certify the results
therecf, including the grade of the grain.

+#24(13) "Official grain samplers" or "samplers"” means
supervise the

-
performance of official sampling services and certify the

any official personnel who perform or

results thereof.

+33+(14) "Official grain standards" means the standards
of quality and conditiaon of grain that establish the grades
defined by the Grain Standards Act.

+343(15) "Official grain weighers" means any official
personnel who perform or supervise the performance of c¢lass
X or class Y weighing services and certify the results
thereof, including the weight of the grain.

t53(16) "Person"” means  any individual, Eirm,
association, corporation, partnership, or any other form of
business enterprise.

+36+(17) "Producer” means the awner, tenant, or
operator of land in this state who has an interest in and
receives all or part of the proceeds fraom the sale of
agricultural commodities produced on that land.

+3F4{18) "Public warehouse" or "wqrehouse" means any

elevator, mill, warehouse, subterminal grain warehouse,
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public warehcusze, or other structure or facility in which,
for ccrpensation, agricultural commodities are received for
storage, handling, processing, or shipment. The term
includes facilities which commingle commodities belonging to
different lots of agricultural commodities.

+:B¥(19) "Receipt" means a warehouse receipt.

+394(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 of
part 3 of this chapter wupon initial delivery of the
agricuitural commodity to the warehouse.

t+264%(21) “Station" means a warehouse located more than
3 miles from the central office of the warehouse.

t2%3(22) "Subterminal warehouse” means any warehouse at
which an intermediate functicn 1s performed in which
agricuitural commodities are customarily received from
dealers or producers and where the commodities are
accumulated prior to shipment.

t22%(23) "Terminal grain warehouse" means any warehouse
authcrized by a grain exchange to receive or disburse 4grain
sn corsignment as presented by the rules and regulations of
a gra.n exchange.

+237(24: "Warehouseman” meanrs a person eperating or

congrelling 3 public warehouse.

t247(25) "Warehouse receipt" means every receipt,

~5- HB 621

10
i1
12
13
14
15
1s6
17

is

20
21
22
23
24

25

HB 0621/02

whether negotiable or nocnnegotiable, issued under part 5 of
this chapter by a warehouseman, except scale weight
tickets."
Section 2. Secticon 80-4-504, MCA, is amended to read:
"80-4-504. Bond of applicant for license —-- additional
bond -- additional obligations. (1) Each applicant for a

warehouseman's license shall file a bond or its equivalent,

as established by department rule, with the department. The

bond must be in such form and must contain such terms and
conditions as the department may prescribe by rule to carry
out the purpose of this section and B0-4-505.

{2) The department may demand an additional bond if
the nature or wvolume of the business conducted by the
warehouseman warrants an increase.

(3} The warehouseman may give a single bond to cover
all warehouses operated by him.

(4) Any changes in the capacity of a warehouse or
installation of any new warehouse involving a change in the
bond liability under 80-4-%05 must be reported in writing to
the director, and an appropriate bond must be filed prior to
the operation therecf.”

Sectiocn 3. Section 80-4-505, MCA, is amended to read:

"80-4-505. Amount of bond -- cancellation. (1) The
amount of the bond to be furnished for each warehouse must

be fixed at a rate of 20 cents per hundredweight for the
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first 500,000 hundredweight of licensed capacity: 15 cents
per hundredweight for the next 500,000 hundredweight of
licensed capacity:; and 10 cents per hundredweight for all
licensed capacity over 1 million hundredweight. The amount
of the bond may not be less than $20,000 or more than the
maximum prescribed in 80-4-405. The licensed capacity is
the max imum number of hundredweight of agricultural
commodities that the warehouse can accommodate,

{2} If a warehouseman is also operating as a commodity
dealer, he shall also provide a bond as prescribed in
80-4-604.

{3) 1f there occurs a deficiency in net assets as
required under B0-4-506, there shall be added to the amount
of bond determined in accordance with subsection (1) an
amount equal to that deficiency.

(4) Each warehouseman bond shall run continucusly with
the warehouseman license until canceled by the bonding
company. The aggregate annuat liability of the surety may in
no event exceed the sum of the bond. A-continuous-soend-shati
ebtigate-—a~-—new——pénat--sum--with--the-cammencement-of-ench
ticenaing-years

(5) A 30-day 60-day written notice must be given to
the department by the bonding company before any bond is

canceled; however, such cancellatlon does not terminate any

ligbility of the surety incurred prior to the date of
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cancellation."

Section 4. Section 80-4-506, MCA, is amended to read:

"80-4-506. Net asset requirements. (l) Each licensee
or applicant for a license shall maintain, above aill
exemptions and liabilities, total net assets liable for the
payment of any indebtedness arising from the conduct of the
warehouse or warehouses of at least 40 cents per
hundredweight of all agricultural commodities that his
warehouse or warehouses can accommodate.

(2} No person may be licensed as a warehouseman unless
he has and maintains allowable net assets of at least
$10,000.

[3) Assets must be walued at original cost less

depreciation, except that upon written reguest filed with

the department, the director may allow asset valuations in

accordance with a competent appraisal.

+33{4) In determining total net assets, credit may be
given for insurable property, such as buildings, machinery,
equipment, and merchandise inventary, only to the extent
that such property is protected by insurance against loss or
damage by fire. The insurance must be in the form of lawful
policies issued by one Or more insurance c¢ompanies
autherized to do business and subject to service of process
in suits brought in this state.

t4¥(5) If a warehouseman is licensed or applies for
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licenses to operate two or more warehouses, the maximum
number of hundredweight which all such warehouses will
accommodate must be considered in determining whether the
warehouseman meets the net asset requirements specified in
this section.”

Section 5. Section 80-4-~601, MCA, is amended ro read:

"80-4-601. Commodity dealer 1license requirements --
financial responsibility. (1} A person may not engage in the
business of a commodity dealer in this state without first
having obtained a license issued by the department.

{2} An application for a license to engage in business
as a commodity dealer must be filed with the department and
must be on a form prescribed by the department.

(3) A license application must include the feollowing:

{a) the name of the applicant;

{b) the names of the officers and directors if the
applicant is a corporation;

(¢} the names of the partners if the applicant is a
partnership;

{d) the location of the principal places of business;

(e) a sufficient and wvalid bond as specified in
B0-4-604;

(E) the number and description of Lrucks ot
tractor-trailer units cwned or leased by the applicant that

will be used in the =:ransportaticn of agricultural
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commodities purchased pursuant to the provisions of this
part;

{g) a complete financial statement prepared by a
licensed accountant according to generally accepted
accounting principles, setting forth the applicant's assets,
liabilities, and net worth. The commodity dealer shall have
and maintain current assets equal to or greater than current
liabilities, Assets must be shown at original cost less

depreciation-, Upon except that upon written request filed

with the department, the directeor may allow asset valuations

in accordance with a competent appraisal. In determining

total net assets,'b credit may be given for insurable

property, such as buildings, machinery, egqguipment, and

merchandise inventory, only to the extent that such property

is protected by insurance against loss or damage by fire.

The insurance must be in the form of lawful policies issued

by one or more insurance companies authorized to do business

and subject to service of process in suits brought in this

state.

(h}) any other reascnable information the department
finds necessary to carry out the provisions and purpose of
this part.

{4) In order to receive and retain a commodity

dealer's license, a commodity dealer shall have and maintain

net assets of at least $50,000 or maintain a bond in the
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amount of $2,000 for each $1.000 or fraction thereof of net
assets deficiency. However, a minimum of §10,000 net assets
is required by a commedity dealer to gualify for a license.
A bond submitted for purposes of this subsection is in
addition to any bond otherwise required under this part.

(S) The department shall adopt rules relating to the
form and time of filing of financial statements, The
information or

department may require additional

verification regarding the financial resources of the
applicant and the applicant's ability to pay producers: for
agricultural commodities purchased from them."
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 cor its equivalent, as

established by department rule, payable to the state, The

aggregate annual liability of the surety may not exceed the
sum of the bond. A-centinuous--bond--shati--obiigate--s--mew
penai-sum-with-the-commencement-of-each-ticensing-years

(2) Unless set by department rule, the bond for a
commodity dealer may not exceed 2% of the value of the
agricultural commodities purchased by the commcdity dealer
from the producer or--warehouseman during the previous

12-month period. The bond for all new applicants is 2% of
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the estimated value of all agricultural commodities to be
purchased during the coming 12-month period. The department
may by rule require a greater percentage in each instance.
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
department by certified mail at least 36 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 36 60 days' notice; however, such cancellation

does not terminate any liability of the surety incurred

prior to the date of cancellation.”

-End-
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