
HOUSE BILL NO. 621 

INTRODUCED BY HOLLIDAY, SCHULTZ, ELLERD, KOEHNKE, MANUEL 

BY REQUEST OF THE DEPARTMENT OF AGRICULTURE 

February 1, 1985 

February 12, 1985 

February 14, 1985 

February 15, 1985 

February 16, 1985 

March 16, 1985 

March 21, 1985 

March 23, 1985 

IN THE HOUSE 

Introduced and referred to 
Committee on Agriculture. 

Committee recommend bill do pass 
as amended. Report adopted. 

Statement of Intent attached. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 

Transmitted to Senate. 

IN THE SENATE 

Introduced and referred to 
Committee on Agriculture, 
Livestock and Irrigation. 

Committee recommend bill be 
concurred in. Report adopted. 

Statement of Intent amended. 

Second reading, concurred in. 

Third reading, concurred in. 
Ayes, 491 Noes, 0. 

Returned to House with amended 
Statement of Intent. 



March 25, 1985 

April 8 , 19 8 5 

IN THE HOUSE 

Received from Senate. 

Second reading, amended Statement 
of Intent concurred in. 

On motion, rules suspended and 
bill placed on third reading this 
day. 

Third reading, amended Statement 
of Intent concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED u.ee;~_;( c~~~ C...LCU.C :~><'tyifl(_ (l,l(l;tu:._~ 
BY REQUEST OF 

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; 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 l. 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 gra~n, 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. 

{3J "Bond" means __ t::he bond required to be filed ~~ 

5 or 6 of this chapter and includes any equivalent 

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

80-4-604. 

t3t_L~_l "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 

1s limited to trading in commodity futures on a recognized 

futures exchange. 

f4tl~ "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- INTRODUCED BILL 
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those contracts commonly referred to as deferred payment 

contracts, deferred pricing contracts, 

contracts. 

tStill "Department" means the 

agriculture provided for in 2-15-3001. 

t6tffi "Depositor" means any person 

or price-later 

department of 

who deposits an 

agricultural conunodity in a warehouse for storage, 

processing, handling, or shipment or who is the owner or 

legal holder of an outstanding warehouse receipt or who is 

lawfully entitled to posseSsion of the agricultural 

corrunodity. 

tYtill ''Director" means the director of the department 

of agriculture. 

t8t!1l "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. 

t9t i..!_Q_l_ "Grain Standards Act '1 means the United States 

Grain Standards Act {7 U.S.C. 71 through 87) as that act 

reads on July l, 1983. 

t±et1...!1J. "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 or examiners. 

t·B::t~ 11 0fficial grain inspectors" means any official 

personnel 

official 

who perform or supervise the 

inspection services and certify 

performance of 

the results 

thereof, including the grade of the grain. 

tl~till.l "Official grain samplers" or "samplers 1
' means 

any official personnel 

performance of official 

results thereof. 

who perform or supervise the 

sampling services and certify the 

t~3tJ....!il "Official grain standards" means the standards 

of quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

t:l4tJ..!2.l uofficial grain weighers'1 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. 

ttStl_lB "Person" means any individual, firm, 

association, corporation, partnership, or any other form of 

business enterprise. 

tl:6till_l "Produceru means the owner, tenant, o.r 

operator of land in this state who has an interest in and 

recelves all or part of the proceeds from the sale of 

agricultural commodities produced on that land. 

t±ttl..!..ll_ "Public warehouse" or "warehouse" means any 

elevator, mill, warehouse, subterminal grain 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. 

fl:Btj_l~~ "Receipt" means a warehouse receipt. 

t1:9tGQ.l "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. 

ti!9tllli "Station" means a warehouse located more than 

3 miles from the central office of the warehouse. 

t~Ttl.2ll "Subterminal warehouse" means any warehouse at 

which an intermediate function is performed in which 

agricultural commodities are 

dealers or producers and 

accumulated prior to shipment. 

customarily received from 

where the commodities are 

ti!l?t_i_ll.l "Terminal grain warehouse" means c1ny warehouse 

authorized by a grain exchange to receive or disburse gra1n 

on consignment as pre~ented by the rules and regulation~ of 

a grain exchar1ge. 

tl?3t( 2~) "Warehouseman" means a person operating or 

controlling a public warehouse. 

fZ.4ti..?_2l "Warehouse receipt" ~eans every receipt, 
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whether negotiable or nonnegotiable, issued under pQrt 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 obligations. (1) Each applicant for a 

warehouseman's license shall file a bond~~ its equivalentr 

as esta~lish~~Eartment 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 involving a change in the 

bond liability under aa-4~505 must be reported in writing to 

the director, and an appropria~e bond must be filed prior to 

the operatiOII thereof.'' 

Section 3. 

''80-4-505. 

Secticii 80-4-505, MCA, is a~endeJ to read: 

Amount of bond cancel2.dtion. ( 1) ':'he 

amount of the bond to be furnished for eacn warehouse mt1st 

oe fixed at a rate of 20 ce~ts per hundredweight for the 

-6-
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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 mare than the 

maximum prescribed in 80-4-405. The licensed 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. 

(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 continuously with 

the warehouseman license until canceled ny the bonding 

company. The aggregate anntlBi liability of the surety may in 

no event exceed the sum of the bond. A-eo"ein~e~~-bend-~ha±r 

obr~9ate~-a--new--penai--~~m--wieh--the-eommeneement-of-eaeh 

i±een~±n9-year-;-

(5} A 39-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 a~ 

liability of the surety incurred prio£ to the date of 

-7-

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

l9 

20 

21 

22 

23 

24 

25 

Cdfl_~ellation." 

Section 4. 

"80-4-506. 

LC 0823/01 

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

Net asset requirements. (l) 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) 

he has 

$10,000. 

No person may be licensed as a warehouseman unless 

and maintains allowable net assets of at least 

l~J Assets must be va~_':led at original cost less 

depreciation! except that upon w~~_tten request filed. with 

the department, the director may allo~ asset valuations in 

accordance with a competent appraisal. 

t-3till 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 oy 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 brou~ht 1n this state. 

t~tL~~ 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 to 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 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 1s a corporation; 

(c) the names of the partners if the applicant is a 

partnership; 

1 d) the 

(e) a 

80-4-604; 

location of the principal places of business; 

sufficient and valid bond as specified in 

(f) the number and description of trucks or 

~ractor-trailer unit~ owned or leased by the applicant that 

will be used in the transportaticn of agricultural 

-9-
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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 

depreciationoL Bpon except that upo~ written request filed 

with the department, the director may allow asset valuations 

in accordance with a competent appraisal. In deter~-~!_1_1-___Q_g 

total net as~ets, credit may_ be given for insurable 

property, ____ such as bui~dings, machinery, equipment, __ a.nd 

mer~handise invenl_C)_~y, only to the _5'xtent _that s~ch propert_y 

is protected __ _E_y_insurance against_~2__o~ damage by fire. 

!!l~ir!_§urance mus~ b~ in the form of lawful P?licies_ i~sued 

by one or more insurance com1:19:nies authoriz~d ___!___c2_~--~l!§._iness 

and subj~~!_____!o servi~e_ of process in suits brcuqht 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 conunodi ty 

dea.lcr 's license, a commooiity dea.ler shall f:av~ an.d :naintair. 

net assets of at least SSO,OOO or mdintain a 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 1n 

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 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 

16 with the department a surety bond or its equivale~~ 

17 ~~ta~~).~_~.i___P~epartment rule, payable to the state. The 

18 aggregate annual liability of the surety may not exceed the 

19 sum of the bond. A~eon~intlOtl~~-bond--~ne±±--ee±~ga~e--a--new 

20 pena±-~tlm-with-~he-eommeneement-e£-eaeh-±~een~~ng-yea~. 

21 ( 2) Unless set by department rule, the bond for a 

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

23 agricultural commodities purchased by the commodity dealer 

24 from the producer or warehouseman during the previous 

25 12-month period. The bond for all new applicants is 2% of 

-11-

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

LC 0823/01 

the estimated value of all agricultural co~~odities to be 

purchased during the coming 12-month period. The department 

may by rule require a greater percentage in each ~nstance. 

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 39 60 days' notice; however, such cancellatio~ 

does not terminate any liability of the surety ir.curred 

prior to the date __ «2_f ~~cell~tion." 

-End-
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APPROVED BY COMMITTEE 

1 

2 

3 

4 

5 

ON AGRICULTURE LIVESTOCK 
& IRRIGATION 

STATEMENT OF INTENT 

HOUSE BILL 621 

House Agriculture Committee 

This statement of intent is required because rulemaking 

6 authority is granted to the department of agriculture in 

7 sections 1 through 3. 

8 It is the intent of the legislature that the department 

9 of agriculture adopt rules to establish alternatives to 

10 bonds required for licensing of commodity dealers and 

11 warehousemen. The legislature intends that a certificate of 

12 deposit, an irrevocable letter of credit, or other similar 

13 financial assurance be given, with no right to withdraw the 

14 financial assurance without the approval of the department, 

15 in order to be an acceptable bond alternative. 

16 It is the intent of the legislature that the bond be 

17 given to obligate the surety for only the face amount of the 

18 bond regardless of the number of licensing periods for which 

19 it continues in effect, unless the department requires an 

20 additional bond amount. Likewise, the alternative to the 

21 bond must be an amount not to be increased unless changes in 

22 operation require additional coverage. Upon termination of 

23 the license, the bond alternative may not be released by the 

24 department ~ntil the statute of limitations has run on the 

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

~n• ""''""" Couna' 

l 

2 

HB 0621/si 

demonstrated that no claims exist that may be made against 

it. 

-2- SECOND 
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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 AR ALTERNATIVE TO THE 

BONDS; PROVIDING UNIFORMITY 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 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 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 conunodity" 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 

~"' , .. .,,.,,,. counol 
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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. 

t3till "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. 

t4till "Credit sale contract" means a contract for the 

sale of an agricultural commodity when the sale price 1s 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. 

t5t,ill "Department 1
' means the department of 

agriculture provided for in 2-15-3001, 

t6tffi "Depositor" means any person who deposits an 

agricultural commodity in a warehouse for storage, 

processing, handling, or shipment or who is the owner or 

legal holder of an outstanding warehouse receipt or who is 

lawfully entitled to possession of the agricultural 

commodity. 

tTtill "Director" means the director of the department 

of agriculture. 

tStill "Grain" means all 

have been established under 

Standards Act (7 O.S.C. 71 

grains for which standards 

the United States Grain 

through 87) and all other 

agricultural commodities, such as mustard, oil 

or other crops which may be designated 

department. 

seed crops, 

by rule of the 

t9t.i.!.QJ_ "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. 

ti&tl._W "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 

-3- HB 621 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0621/02 

auditors or examiners. 

t±±tl!1.1 "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. 

t±~t.ill.l "Official grain samplers" or "samplers" means 

any official personnel 

performance of official 

results thereof. 

who perform or supervise the 

sampling services and certify the 

t1:3t!.!.!l "Official grain standards'• means the standards 

of quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

t±4t...l!.ll "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. 

t%57lill "Person'' means any individual, firm, 

association, corporation, partnership, or any other form of 

business enterprise. 

tl6tl..l1.l 11 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. 

t%1'tl!!l "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. 

tY8tlJ:.21 "Receipt" means a warehouse receipt. 

t3:9tll..Q_l 11 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 cf this chapter upon initial delivery of the 

agricultural commodity to the warehouse. 

t~6tJ..1ll "Station 11 means a warehouse located more than 

3 miles from the central office of the warehouse. 

t~lt1.11~ "Subterminal warehouse" means any warehouse at 

which an intermediate function is performed in which 

agricultural commodities are customarily received from 

dealers ~r producers and where the commodities are 

accurnulatei prior to shipment. 

ti!i!t1..ll.l_ "Terminal grain warehouse" means any warehouse 

authorized oy a grain exchange to receive or disburse grain 

on consig~~ent as presented by the rules and regulations of 

a grain excr.ange. 

fi!3ti..1_il "Warehouseman" means a person operating or 

controlli~g a public warehouse. 

ti!4t( 25) '4 Warehouse receipt 11 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." 

bond 

Section 2. Section 80-4-504, MCA, is amended to read: 

"80-4-504. Bond of applicant for license -- additional 

additional obligations. 111 Each applicant for a 

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

as establis~ed by department rule, with the department. The 

bond must be in such form and must contain such term~ and 

conditions as the department may prescribe by rule to carry 

out the purpose of this section and a0-4-505. 

(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 involving a change in the 

bond 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. 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 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 continuously with 

the warehouseman license until canceled by the bonding 

company. The aggregate anntlel liability of the surety may in 

no event exceed the sum of the bond. A-eont±ntto~~-bond-~ha~~ 

ebi~~a~e--a--new--~ena%--~ttm--with--the-eemmen~ement-o~-eaeh 

±ieensing-yeero 

(5) A ~e-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 asset requirements. (l) 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. 

(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 ~n 

accordance with a competent appraisal. 

t~tiil In determining total net assets, credit may be 

given for insurable property, such as b~1ldings, machinery, 

equipment, 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. 

t4t121 If a warehouseman is licensed or applies for 
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licenses to operate two or more •o~~arehouses, 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 license 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) tne 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 

B0-4-604; 

tf) 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 
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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~L Sp~~ except that upon written request filed 

with the department, the director may allow asset valuations 

in accordance with a competent appraisdl. In determining 

total net assets, credit may be given for insucable 

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 fice. 

The insurance must be in the form of !awful policies issued 

by one or more insurance companies authorized to do business 

and subject to service of____E_£2_c::_ess_ in suits brought in this 

state. 

(h) any other reasonable lnformation the department 

finds necessary to carry out the pcovisions 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 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 

verification 

may require 

regarding 

additional 

the financial 

information 

resources of 

or 

the 

applicant and the applicant's ability to pay producers for 

agricultural conunodities 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 

aggregate annual liability of the surety may not exceed the 

19 sum of the bond. A-eon~~ntlo~~--bond--sha~t--obi~9a~e--a--new 

20 pena%-sHm-w±~~-t~e-eOmM@neement-oe-eaeh-l±een~±ng-ye8r• 

21 (2) Unless set by department rule, the bond for a 

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

23 agricultural commodities purchased by the commodity dealer 

24 

25 

from the 

12-month 

producer 

period. 

er--wa-rehottsl!'man. during the previous 

The bond for all new applicQnts 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 conunodity 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 39 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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STAT1!31Elft' OF INTENT 

HOUSE BILL 621 

House Agriculture Committee 
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5 This statement of intent is required because ruleaaking 

6 authority is granted to the department of agriculture in 

7 sections l through 3. 

8 It is the intent of the legislature that the department 

9 of agriculture adopt rules to establish alternatives to 

10 bonds required for licensing of ca.modity dealers and 

11 warehousemen. The legislature intends that a certificate of 

12 deposit, an irrevocable letter of credit, or other similar 

13 financial assurance be given, with no right to withdraw the 

14 financial assurance without the approval of the department, 

15 in order to be an acceptable bond alternative. 

16 It is the intent of the legislature that the bond be 

17 given to obligate the surety for only the face amount of the 

18 bond regardless of the number of licensing periods for which 

19 it continues in eff@ct, unless the department requires an 

20 additional bond amount. Likewise, the alternative to the 

21 bond must be an amount not to be increased unless changes in 

22 operation require additional coverage. Upon termination of 

23 the license, the bond alternative may not be released by the 

24 department until the statute of limitations has run on the 

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

~-c-d 

1 

2 

HB 0621/si 

demonstrated that no claims exist that may be made against 

it. 
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HOUSE BILL NO. 621 

INTRODUCED BY HOLLIDAY, SCHULTZ, ELLERD, KOEHNKE, MANDEL 

BY REQUEST OF THE DEPARTMENT OF AGRICULTORE 

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; REQUIRING 

A 60-DAY NOTICE OF CANCELLATION; AMENDING SECTIONS B0-4-402, 

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

BE IT ENACTED BY THE LEGISLATOR£ 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) •Aqent" 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 a.ny commodity 

dealer. 

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

safflower, sunflower seeds, tame mustards, rapeseed, 

flaxseed, leguminous seed, or other small 

agricultural commodities designated 

seed, and other 

by rule of the 

~ ,..,;.,. .... CQunQI 
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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 

B0-4-604. 

t3ti!l "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. 

t4till 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 
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those contracts commonly referred to as deferred payment 

contracts, deferred pricing contracts, 

contractse 

or price-later 

tStill "Department • aeans the department of 

agricylture provided for in 2-15-3001. 

t6t111 "Depositor• means any person who deposits an 

agricultural commodity in a warehouse for storage,. 

processing, handling, or shipment or who is the owner or 

legal holder of an outstanding warehouse receipt or who is 

lawfully entitled to possession of the agricultural 

commodity, 

t~tl!l "Director" means the director of the department 

of agriculture. 

t8tf!l "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. 

t9ti!Ql "Grain Standards Act" means the United States 

Grain Standards Act (7 u.s.c. 71 through 87) as that act 

reads on July l, 1983. 

ti8ti!!l "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 or examiners. 

tllt1lll "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. 

tlitl!!l "Official grain samplers• or •samplers" means 

any official personnel who perform or supervise the 

performance of official sampling services and certify the 

results the<eof. 

tl3ti!!l "Official grain standa<ds" means the standards 

of quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

ti4tl!il "Official grain weighe<s" 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. 

ti5ti!21 "Person" means any individual, firm, 

association, corporation, partnership, or any other form of 

business enterprise. 

ti6tl!ll "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 froa the sale of 

agricultural commodities produced on that land. 

ti~ti!!l •Public warehouse• or "warehouse" means any 

elevator,. mill, warehouse, subterminal grain 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. 

tt8ti!2.l "Receipt" means a warehouse receipt. 

tt9t~ •scale weight ticket" means a load slip or 

other evidence of delivery, other than a receipt, give'n 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. 

ti8t~ "Station" means a warehouse located more than 

3 miles from the central office of the warehouse. 

ti%t~ "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. 

ti!itgn uTerminal 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. 

ti!3t11.!1 "Warehouseman 11 means a person operating or 

controlling a public warehouse. 

ti4t!lll "Warehouse receipt" means every receipt, 
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whether negotiable or nonnegotiable, issued under par_~ 5 of 

this chapter by a warehouseman, except scale weight 

tickets." 

bond 

Section 2. Section 80-4-504, MCA, is amended to read: 

"80-4-504. Bond of applicant for license -- additional 

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 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 involving a change in the 

bond 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 J. 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 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 continuously with 

the warehouseman license until canceled by the bonding 

company. The aggregate ann~a% liability of the surety may in 

no event exceed the- sum of the bond. A-een~iftue~s-beftd-sha%% 

eei~!ft~e--a--new--pena%--sum--with--~he-commeneemen~-ef-eaeh 

lieeft&iftg-yearT 

(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 thV 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 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) 

he has 

$10,000. 

No person may be licensed as a warehouseman unless 

and maintains allowable net assets of at least 

(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. 

t3tiil 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 p[operty 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. 

t4tii1 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 to 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 first 

having obtained a license issued by the department. 

as 

(2) An application for a license to engage in business 

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; 

(f) 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 
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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 

depreciationTL Hpeft except that upon written request filed 

with the department, the director may allow asset valuations 

in accordance with a competent appraisal~ 

total net assetsL_credit may be given 

In determining 

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 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 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 a bond in the 
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aaount 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 

additipn 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 reqarding 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 or its equivalent, as 

established by department rule, payable to the state. The 

aggregate annual liability of the surety may not exceed the 

19 sum of the bond. A-eentinaoas--bend--shail--ebligate--a--new 

20 penai-aam-wi~ft-~fte-eeaaeneemeft~-of-eaeh-t~eensing-yea~v 

21 .(2) Unless set by department rule, the bond for a 

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

23 agricultural commodities pucchased by the commodity dealer 

24 from the producer or--varefteusemaft during the previous 

25 12-month period. The bond for all new applicants is 2t 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 ~6 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 39 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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PERMITS ALTERNATIVE TO WAREHOUSEMAN'S AND COMMODITY DEALER'S BONDS 

HOUSE BILL 621 
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be amended as follows: 
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1 STATEMENT OF INTENT 

KOUSE BILL 621 

House Agriculture Committee 3 

4 

5 This statement of intent is required because rulemaking 

6 authority is granted to the department of agriculture in 

7 sections lL tftr~~4h-3 ~-AND 6. 

8 It is the intent of the legislature that the department 

9 vf agriculture adopt rules to establish alternatives to 

10 oonds required for licensing of commodity dealers and 

11 warehousemen. The legislature 1ntends that a certificate of 

12 deposit, an irrevocable letter of credit, or other similar 

.i3 financial assurance be given, with no right to withdraw the 

14 financial assurance without the approval of the- department, 

~5 in order to be an acceptable bond alternative. 

i.6 It is the intent of the legislature that the bond be 

!7 given to obligate the surety for only the face amount of the 

18 bond regardless of the number of licensing periods for which 

19 it continues in effect, unless the department requires an 

20 additional bond amount. Likewise, the alternative to the 

21 bond must be an amount not to be increased unless changes in 

22 operation require additional coverage. Upon termination of 

23 the license, the bond alternative may not be released by the 

24 department until the statute of limitations has run on the 

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

~n• '•••"•"•• councn 
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demonstrated that no claims exist that may be made against 

it. 
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INTROOUCEO· B~ 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 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 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: 

"80-4-40?. Definitions. As used in parts 4 through 7 

of this chapter, the following definitions apply: 

( 1) "Agent 11 means any person who contracts for or 

solicits any agricultural commodities from a producer or 

warehouseman or negotiates the consignment or purc·hase 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 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. 

t3till "Conunodity 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 licens~ng year; 

{c) a person who is the producer of agricultural 

commodities that he actually plants, nurtures, and harvests; 

or 

(d) a pers~n whose trading in agricultural commodities 

is limited to trading in commodity futures on a recognized 

futures exchange. 

t4till "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. 

tStill "Department" means the department of 

agriculture provided for in 2-15-3001. 

t6tffi "Depositor'' means any person who deposits an 

agricultural commodity in a warehouse for storage, 

processing, handling, or shipment or who is the owner or 

legal holder of an outstanding warehouse receipt or who 1s 

lawfully entitled to possession of the agricultural 

corrunodity. 

t7tl!!l "Director" means the director of the department 

of agriculture. 

t8till ''Grain" means all grains for which standards 

• 
have been established under the United States Grain 

Standards Act (7 D.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. 

t9t..L!.Ql "Grain Standards Act'' means the United States 

Grain Sta11dards Act (7 u.s.c. 71 through 87) as that act 

reads on July 1, 1983. 

f:l9t..L!..!.l "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 or examiners. 

fl:ltJ......!.11 "Official grain inspectors" mear.s any official 

personnel who perform or supervise the performance of 

official inspection services and certify the results 

thereof, including the grade of the grain. 

tii!tJJ:ll "Official grain samplers" or "samplers" means 

any official personnel who perform or supervise the 
• 

performance of official sampling services and certify the 

results thereof. 

tl-3t.llll "Official grain standards 11 means the standards 

of quality and condition of grain that establish the grades 

defined by the Grain Standards Act. 

ti4t!..!ll "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. 

t±St~ "Person" means any individual, firm, 

association, corporation, partnership, or any other form of 

business enterprise. 

ti6tll..Zl "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. 

ti::Tt..l..!.!l_ "Public warehouse" or "warehouse" means any 

elevator, mill, warehouse, subterminal grain warehouse, 
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public warehou~e, or other stru('b:re or facility in which, 

Eor ccr"".pensation, agricultural commodities are received for 

storage, handling, processing, or shipment. The term 

includes facilities which comrr.ingle commodities belonging to 

different lots of agricultural commodities. 

t:=Bt~ "Receipt 11 means a warehouse receipt. 

ti9tll.Ql "Scale weight ticket 11 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 S of this chapter upon initial delivery of the 

aqric.J.:.t'J.ral commodity to the warehouse. 

t2&tll.:!.J_ "Station" means a warehouse located more than 

3 miles from the central office of the warehouse. 

ti!i t .Llll "Subterminal warehouse'' means any warehouse at 

which an intermediate function is performed in which 

agricu~tural commodities are customarily received from 

dealers or producers and where the commodities are 

accum~:ated prior to shipment. 

ti!i!t~ "Terminal grain warehouse~~ means any warehouse 

authcr~zed by a grain exchange to receive or disburse grain 

on cor.s1gnment as presented by the rules and regulations of 

a gra-~ exchanqe. 

ti3"t E~~.l ''Warehouseman" mear..s 

cont=c~~::.g 3 public warehouse. 

tr<tt L~2l !'Warehouse receipt" 

-5-
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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 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 volume of the business conducted by the 

warehouseman warrants an increase. 

(3) The warehouseman may give a sinqle 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 80-4-505 must be reporced in writing to 

the director, and an appropriate bond must be filed prior to 

the operation thereof.'' 

Section 3. Section 80-4-505, MCA, l5 amended to read: 

11 80-4-505. Amount of bond cancellation. ( 1) The 

amount of the bond to be furnished for each ·.-~a:reho<.lse 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 S20t000 or more than the 

maximum prescribed in 80-4-405. The licensed 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. 

(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 (l) an 

amount equal to that deficiency. 

(4) Each warehouseman bond shall run continuously with 

the warehouseman license until canceled by the bonding 

company. The aggregate ann~a± liability of the surety may in 

no event exceed the sum of the bond. A-contintlotl~-Oond-shaii 

e~~~~a~e--a--ftew--pefta~--~~m--w±~h--~"e-eomme~eement-o£-each 

~±een~t"q-yea~. 

(5) A 39-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 an~ 

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 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) 

he has 

$10,000. 

No person may be licensed as a warehouseman unless 

and maintains allowable net assets of at least 

[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 apprais_al. 

t3ti!l In determining total net assets, credit may be 

given for insurable property, such as buildings, ~achinery, 

equipment, 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. 

t4t~ If a warehouseman is l1censed or applies for 

-8- HB 621 



' 

1 

2 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

1 <j 

20 

21 

22 

2 3 

24 

25 

HB 0621/02 

licenses to operate two or more warehouses, the maximum 

~umber 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 license 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) 

(b) 

applicant 

(c) 

A license application must include the following: 

the name of the applicant; 

the names of the officers and directors if the 

is a corporation; 

the names of the partners if the applicant is a 

partnership; 

(d) 

(e) 

80-4-604; 

(f) 

the 

a 

the 

location of the principal places of business; 

sufficient and valid bond as specified in 

number and description of trUCKS or 

tractor-trailer units owned or leased by the applicant that 

will be used in the '.:.L-·nspor':.ation 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-:-.!. Hpon except that upon 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 

~erty, 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 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 

~ 

(h) any other reasonable informGtion 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 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 

de par trnent may require additional information or 

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: 

••so-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 

18 aggregate annual liability of the surety may not exceed the 

19 sum of the bond. A-contintl~tls--bond--~~a~~--obtiqate--a--new 

20 ~@nai-~~m-w±th-e~e-eemmeneem~n~-o£-eaen-±±een~~n9-year~ 

21 (2) Unless set by department rule, the bond for a 

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

23 agricultural commodities purchased by the commodity dealer 

24 from the producer or--ware~ott~em~n during the prev1ous 

25 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 39 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 39 ~~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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