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SB 1173, As Passed Senate, June 11, 1998

SENATE BILL NO. 1173

June 2, 1998, Introduced by Senators MC MANUS and GOUGEON and
referred to the Committee on Farm ng, Agribusiness and Food
Syst ens.

A bill to amend 1939 PA 141, entitled
"Grain dealers act,"
by anmendi ng section 7a (MCL 285.67a), as anended by 1992 PA 238.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 7a. (1) An application for a grain dealer's |license
shall be made on a form provided by the director —— AND shall be
filed 30 days in advance of a |license expiration date if there is
an outstanding license. —ant— |F THE GRAIN DEALER IS A BAI LEE
OF FARM PRODUCE AND | SSUES WAREHOUSE RECEI PTS OR IS A GRAIN
DEALER WHO DOES NOT OAWN A FARM PRODUCE OR HANDLI NG FACI LI TY OR
DOES NOI' OAN A VEHI CLE USED TO TRANSPORT FARM PRODUCE, THE
APPLI CATI ON shal | be acconpani ed by a —suff+etent— bond on a form
provided by the director or an irrevocable letter of credit on a
formprovided by the director in favor of the departnent of

agriculture which fulfills the requirenments of subsection (4).
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The bond shall run to the departnent of agriculture —wth

TN e w b f otk : c oy
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state—retatingtogratn—dealers— AND APPLY ONLY TO WAREHOUSE
RECEI PT TRANSACTI ONS. The anount of the bond for a grain dealer

who is a bailee of farm produce —of— AND who i ssues war ehouse
recei pts shall be $15,000.00 for the first 10,000 bushel s of
—storage— capacity —ofthe—grain—-dealer— | NTENDED FOR STORAGE
pl us $5, 000.00 for each additional 10,000 bushel capacity or
fraction of that capacity used for the storage of warehouse
recei pted farm produce. The anount of the bond for a grain
deal er who does not own a farm produce storage or handling facil-
ity or does not own a vehicle used to transport farm produce
shal | be $50, 000. 00.

(2) A grain dealer issuing price |ater agreenents shal
mai ntai n all owabl e net assets of not |ess than $20, 000. 00 and
shall conply with 1 or nore of the foll ow ng

(a) Keep the farm produce, fungible farm produce, or farm

produce of equival ent value on hand as the dealer's own

property.
(b) Procure and maintain price |ater agreenents or warehouse
receipts in other grain dealers' facilities as approved by the

di rector.

(c) Maintain sufficient cash or other short-term secured
investnments in an escrow account with a financial institution in
an amount equal to 80% of the value, established by daily bid

price, of any deficiency in the price |ater agreenents. This
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deficiency shall be protected by procuring an offsetting purchase
conmmi t ment .

(3) Instead of the bonding requirenents in subsection (1), a
person owning 2 or nore farm produce storage facilities may fur-
ni sh a bl anket surety bond equal to the sum of the requirenents
for the individual facilities, except that when the requirenents
are equal to or greater than $400, 000. 00 a bl anket bond in the
amount of $400, 000. 00 shal | —be—<constdered—suffteirent—to— neet
the requirenents of this act. The bond shall show the address
and capacity of each facility. THE TERM OF THE BOND SHALL BE
CONTI NUOUS AND THE TOTAL AND AGGREGATE LI ABILITY OF THE SURETY ON
THE OBLI GATI ON SHALL BE LI M TED TO THE AMOUNT SPECI FIED IN THI S
SECTI ON.  ALTHOUGH THE OBLI GATI ON |I'S CONTI NUOUS | N NATURE, THE
LI ABI LITY OF THE SURETY SHALL NOT ACCUMULATE FOR EACH SUCCESSI VE
LI CENSE PERI OD DURI NG WHI CH THE BOND | S | N EFFECT AND THE LI ABI L-
| TY SHALL NOT BE AFFECTED BY THE NUMBER OF CLAI MANTS | NVOLVED I N
THE TRANSACTI ONS COVERED BY THAT BOND.

(4) A person may submt an irrevocable letter of credit with
an application for a grain dealer's license if the letter of
credit is in an amunt equal to the anount that woul d ot herw se
be required by this section for a bond and if it is issued by a
financial institution.

(5) A financial institution shall not cancel, reduce, or
allow the expiration of an irrevocable letter of credit unless
the financial institution notifies in witing the departnent of
agriculture not less than 30 days before the effective date of

t he cancel l ation, reduction, or expiration.

06290' 98



© 00 N o o b~ wWw N P

e e I s O
© 00 N o o M~ W N B O

SB 1173, As Passed Senate, June 11, 1998

4

(6) Upon demand of a grower from whom farm produce is
purchased in accordance with a price |later agreenent, the grain
deal er who issues the price |later agreenent shall grant the
grower a security interest in that farm produce as provided in
section 9312 of the uniformcommercial code, —Aet—No—31H4of—the

i : e . . . oy ki
Cotrptted—taws— 1962 PA 174, MCL 440.9312. A security agreenent
may be on a form which shall be prescribed and provided to grain
deal ers by the director and which shall include a description of
the rights and responsibilities of a grower concerning the secur-
ity agreenent. A grain dealer shall post a sign to inform grow
ers of the availability of security agreenents and forns.

(7) Upon the witten demand of the departnent of agricul -
ture, a financial institution shall unconditionally pay a claim
in an anount specified by the departnment of agriculture but not
greater than the maxi numvalue of the irrevocable letter of
credit. Upon the paynent of a claim a financial institution may
request the departnent of agriculture in witing for justifica-

tion of the claim
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