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CHAPTER |

THE ARKANSAS PUBLIC GRAIN WAREHOUSE LAW
(Act 83 of 1979 as amended by Act 264 of 1983)

SECTION 1. ThisAct shdl be known as the “ Arkansas Public Grain Warehouse Law.”

SECTION 2. Whenusd in this Act:

@
()
(©

(d)
C)

(f) “

©

“Person” includesindividuas, corporations, partnerships and al associations of two (2) or more
persons having ajoint or common interest.

“Commissioner” shdl mean the Public Grain Warehouse Commissioner who shdl bethe Director
of the State Plant Board, or his designated representative.

“Grain” shdl mean dl grains for which standards have been established pursuant to the United
States Grain Standards Act, (39 STAT. 482: 7 U.S.C. 71-37) as amended, and shall include
rice, as defined by the standards of the United States Department of Agriculture.

“Stored grain” shall mean any grain received in any public grain warehouse, located in this State,
if sameis not purchased and beneficialy owned by the public grain warehouseman.

“Public grain warehousg” shdl mean any building, structure or other protected enclosure in this
date used for the purpose of storing grain for a consderation.
Public Grain Warehouseman” shdl mean any person who operates a public grain warehouse as
herein defined.

“ *“Warehouserece pt’ meansalicensed warehouse receipt issued under this Act and an unpriced
scale ticket. Provided however, that including unpriced scae tickets within the definition of
‘warehouse receipt’ does not thereby make the unpriced scale tickets negotiable.”

SECTION 3. (@) Theprovisonsof thisAct shdl apply to dl public grain warehouses and to the
operations of such public grain warehouses whether or not any of the grain therein is owned by the
warehouseman, unless such public grain warehouse is licensed under the provisons of the United States
Warehouse Act, (39 STAT. 486; 7 U.S.C. 241-273), as amended.

(b) The provisons and definitions of the Uniform Commercid Code relating to
warehouse receipts to the extent not inconsistent with this Act shal govern warehouse receipts issued by
pubic grain warehousemen, and the other provisons of the Uniform Commercid Code shall dso be
gpplicable to the provisions of this Act to the extent not inconsstent with this Act.
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SECTION 4. The State Plant Board shal carry out and enforce the provisons of thisAct and is
hereby empowered to promulgate rules and regulations, to carry out necessary inspections, and to gppoint
and fix the duties of personnel and provide such equipment as may be necessary to enforce the provisons
thereof.

SECTION 5. No person shdl operate a public grain warehouse or issue a warehouse receipt
without firg having obtained alicense pursuant to this Act unless such public grain warehouse is licensed
under the provisonsof the United States Warehouse Act, asamended. All public grain warehouseslicensed
under the United States Warehouse Act shdl file with the State Plant Board a copy of their current license
and acopy of al subsequent licensesor renewals so asto dwayshave acopy of acurrent licenseonfilewith
the State Plant Board.

SECTION 6. (d Applicationsfor licenses under this Act are to be made on forms prescribed by
the Commissioner for eech warehouse. Every application isto be accompanied by an gpplication fee of One
Hundred Fifty Dollars ($150.00) and a certified financid statement in a form prescribed by the
Commissioner and such further information as the Commissioner may by regulation require.

(b) If awarehouseman operates one or more warehousesin the same city or town in conjunction with
each other; and where only one set of books is kept for such Warehouses, and scale tickets, warehouse
receipts and checks of but one series are issued for grain received or stored therein, only one license and
bond shal be required for the operation of al such warehouses. 1n such casesthe license fee prescribed in
this section shal be computed on the basis of the aggregate capacity of al warehouses operated by the
licensee.

The use for the storage of grain by alicensed warehouseman of afacility whichis in the same city or
town as licensed facilities and is neither licensed nor exempted, or other violation of the provisons of this
section, shall be cause for suspension or revocation of any license issued to the warehouseman for the
storage of grain.

(c) Licensesissued under this Act are not transferable. Any person acquiring anew or existing public
granwarehouse must gpply for alicense to operate such warehouse, subject to other provisionsof thisAct.

SECTION 7. Section 7. Subsequent to the issuance of an initid license under this Act, every
goplicant shdl pay annual license fee based upon the capacity of the warehouse, such fee to be determined
by the Commissioner, but not less than two hundred fifty dollars ($250.00) or not more than eight hundred
dollars ($800.00).

SECTION 8. Prior to the issuance of a license under this Act, the public grain warehouseman
shdl file with the Commissioner a copy of his schedule of charges for storage and other services. If the
public grain warehouseman desiresto make any changesin the schedule of chargesduring thelicense period,
he shdl file with the Commissioner a statement in writing showing the change a least thirty (30) days prior
to its effective date. Each public grain warehouseman shdl keep conspicuoudy posted the schedule of
charges for storage and other services as so filed, and shdl strictly adhere to these charges.
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SECTION9. (@ Each public gran warehouseman shdl have and mantan abovedl
exemptions and liahilities, total net assets available for the payment of any indebtedness arisng from the
conduct of the public grain warehouse in an amount equd to at least Ten Cents (10¢) multiplied by the
maximum number of bushels of grain for which the public grain warehouse is licensed, provided that no
person may be licensed as a public grain warehouseman unless he has available net assets of a least Ten
Thousand Dallars ($10,000.00); and provided further, that any deficiency in net assetsrequired abovethe
minimum of Ten Thousand Dallars ($10,000.00) may, at the discretion of the Commissioner, be supplied
by acommensurate increase in the amount of the public grain warehouseman's bond. In determining total
avallable net assets, credit may be given for insurable assets such as buildings, machinery, equipment and
merchandiseinventory only to the extent of the current market val ue of such assetsand only to the extent that
such assets are protected by insurance againgt lossor damage. Such insurance shdl bein the form of lawful
policies issued by one or more insurance companies authorized to do business and subject to service of
processin suits brought in this state, and which provide that no cancdlation shdl be effective unless thirty
(30) days advance notice of such cancellation is given to the Commissioner.

(b) If apublic grain warehouseman is licensed or is applying for license to operate two (2) or more
public grain warehouses, the maximum tota number of bushds which al such facilities will accommodate
when stored in the manner customary to the warehouses, as determined by the Commissioner, shall be
considered in determining whether the public grain warehouseman meetsthe avail able net assets requirement
of subsection () of this section.

(c) For the purpose of this section only, capital stock as such shal not be consdered aliability.

SECTION 10. (a) Upon satisfaction of the requirements of this Act and any applicable
regulations by an agpplicant, the Commissioner shdl issue alicense to operate a public grain warehouse,
(b) If, after proper gpplication, the Commissioner denies any person, partnership, association or
Corporation alicenseto operate apublic grain warehouse, the Commissioner shdl tranamit immediately to
sad applicant by certified mail an order so providing which shdl date the reasons for said denid. In the
event the gpplicant is dissatisfied at the decision of the Commissioner, the gpplicant may request a hearing
with the Commissioner to gppear and defend its compliance with al appropriate regulations and/or give
evidence that dl deficiencies have been corrected. A hearing shdl be held within ninety (90) days of the
requests. If, after said hearing, the Commissioner denies gpplicant alicense the Commissioner shal transmit
immediately to gpplicant by certified mail an order so providing which shall state the reasonsfor said denid.
In the event the applicant is dissatisfied a the decision of the Commissioner after the hearing, the gpplicant
may inditute proceedings for judicid review in the circuit court of the county where the public grain
warehouse is located, or in Circuit Court of Pulaski County within thirty (30) days after service upon
aoplicant of the Commissionersfinal order, pursuant to Section 13 of Act 434 of 1967 (Ark. Stat. 85-713).

SECTION 11. Immediady upon receipt of his license or of any modification or extenson
thereof, the public grain warehouseman shal post same and theresfter keep it posted, until suspended or
terminated, in a congpicuous place in the office of the public grain warehouse to which such license applies
where receipts issued by such public grain warehouseman are ddlivered to depostors.
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SECTION 12. If a public gran warehouseman desres to renew his license for an
additiond year, gpplication for such renewd shdl be made on aform prescribed the Commissoner. At least
sxty (60) days prior to the expiration of each license, the Commissioner shall notify each public grain
warehouseman of the date of such expiration and furnish such public grain warehouseman with the renewd
form.

SECTION 13. (a If a public grain warehouseman is convicted of any crimeinvolving
fraud or decat or if the Commissoner determinesthat any public grain warehouseman has violated any of
the provisons of this Act, or any of the rules and regulations adopted by the Commissioner pursuant to this
Act, the Commissioner may suspend, cancel or revoke the license of such public grain warehouseman.

(b) All proceedings for the suspension, cancedlation or revocation of licenses shdl be before the
Commissioner, and the proceedingsshdl bein accordance with rules and regul ationswhich shdl be adopted
by the Commissioner.

No suspension, cancellation or revocation of any licenseislawful unless, prior to theingtitution of such
proceedings, the Commissioner has given notice by mail to the licensee of facts or conduct warranting the
intended action, and the licensee given an opportunity to show compliance with dl lawful requirements for
the retention of the license. If the Commissioner finds that public hedth, safety, or welfare imperatively
requires emergency action, and incorporates afinding to that effect in its order, summary suspension of a
licensemay be ordered pending proceedings for revocation or other action, which proceedings shal be
promptly ingtituted and determined. Whenever the Commissioner shall suspend, cancel or revoke any
license he shdl prepare an order so providing which shdl state the reason or reasons for such suspension,
cancellaion or revocation. Said order shall be sent by certified mail by the Commissoner to the licensee
at the address of the public grain warehouse licensed. Within thirty (30) days after service upon the licensee
of sad order, the licenseg, if dissatisfied with the order of the Commissoner, may ingtitute proceedingsfor
judicid review in the circuit court of the county where the public grain warehouse islocated or in the Circuit
Court of Pulaski County.

(¢) Incasealicense issued to a public grain warehouseman expires or is suspended, revoked or
canceled by the Commissioner or his designated representative, such license shdl be immediately returned
to the Commissioner and the public grain warehouseman shal forthwith comply with the provisions of
Section 24 of thisAct.

SECTION 14. Upon satisfactory proof of the loss or destruction of alicense issued to apublic
grain warehouseman, aduplicate thereof, or anew license, may be issued under the same number.

SECTION 15. (a) Before any licenseis issued to any warehouseman, such warehouseman shdl
file with the Commissoner a surety bond executed by the public grain warehouseman as principa and by
a corporate surety licensed to do business in this state as surety. Such bond shall run to the State of
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Arkansas and be for the benefit of al depositors or storers of grain, their lega representatives, attorneys or
assigns. No bond shall be accepted for the purposes of this Act until it has been approved by the
Commissioner. The bond shadl be conditioned upon such warehouseman ddlivering al stored grain or
payment of the vaue thereof upon the surrender of the warehouse receipt. The Commissioner may require
suchincreasesin the amount of such bond, from time to time, as he may deem necessary for the protection
of the Storage receipt holders.

The aggregate liability of the surety to dl depositorsor storers of grain shdl not exceed the sum of such
bond. The bond may be cancded at any time by the surety by giving written notice to the Commissioner of
itsintention to cancel the bond and dl ligbility thereunder shdl terminate thirty (30) days after the receipt of
such notice by the Commissioner except that such notice shal not affect any clamsarising under the bond,
whether presented or not, before the effective date of the cancellation notice.

(b) Inlieu of the bond required in subsection () of this section, an goplicant for alicense may beasdlf-
insurer by posting with the Commissioner cash or any combination of securities the market vaue of which
is readily ascertainable and, if negotiable by delivery or assgnment, of the kinds described in the following
sections of the Arkansas Statutes. Section 66-2606 (United States government obligations), 866-2609
(Municipd or county utilities), 866-2611 (Loca industrid development bonds), 866-2613 (international
bank), and 866-2614 (corporate bonds and debentures).

SECTION 16. (a) Theamount of bondto befurnished for each public gran warehouse shdl
be fixed a arate of Twenty Cents (20¢) per bushd for the first one million (1,000,000) bushels of
licensed capacity; Fifteen Cents (15¢) per bushd for the next one million (1,000,000) bushels of licensed
cagpacity; and Ten Cents (10¢) per bushel for al licensed capacity over two million (2,000,000) bushels,
provided that in no case shall the amount of the bond be less than Twenty Thousand Dallars ($20,000.00)
except as prescribed in subsections () and (d) of this section. The licensed capacity shdl be equd to the
maximum number of bushels of grain that the public grain warehouse can accommodate for storage.

(b) A publicgrainwarehousemanwhoislicensed or isapplying for licensesto operate two (2) or more
public grain warehouses may furnish asingle bond meeting the requirements of thisAct to cover al such pub-
lic grain warehouses within the state. 1n such cases dl public grain warehouses to be covered by the bond
shdl be deemed to be one (1) warehouse for purposes of determining the amount of bond required under
subsection (1) of this section. The aggregate licensed capacity of al such warehouses shdl be used in
determining the amount of the bond.

(c) Any deficiency in the net assets required by Section 9 of this Act shall be supplied by an increase
in the amount of the warehouseman's bond. In any other case in which the Commissioner finds that
conditions exist which warrant requiring additiona bond, there shdl be added to the amount of bond such
further amount as is determined to be reasonable by the Commissioner.

(d) The Commissioner may make exceptionsto the bonding requirements of this section for good cause
shown upon afinding that such requirements would substantidly impair the warehouseman's ability to con-
tinue operations as a public grain warehouse and that such exception will not materialy affect the protection
of storage receipt holders under this Act. Such exceptions must be reviewed at least annualy.
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SECTION 17. Every public grain warehouseman shdl receive for storage or shipment, so far asthe
avallable capacity for storage of the public grain warehouse shdl permit, al grain tendered to himin the usua
course of business, provided, however, apublic grain warehouse owned and operated as a cooperative may
decline to accept grain tendered by a nonmember if such cooperative reasonably believes that itsavailable
capacity will be required to serve the members of the cooperative.

(& The depositor and the public grain warehouseman may agree upon a sample taken fromthelot

of grain to be offered for storage as being atrue and representative sample.

(b) The depositor and the public grain warehouseman may agree upon the grade of the grain offered

for storage and a warehouse receipt may be issued on the agreed grade.

SECTION 18. Each public granwarehouse shdl employ, during al regular busnesshours, agran
ingpector (who may bethe public grain warehouseman himsdf if such public grain warehousemanisanaturd
person) who shall inspect and weigh dl grain received by the warehouse and shdl be responsible for the ac-
curacy of weights noted on dl warehouse receipts.

SECTION 19. (8 It shdl bethepublic grain warehouseman'sduty and obligation to condition and
maintain the quantity and qudity of al grain as receipted.

(b) If the condition of any grain offered for storage is such that it probably will adversdy affect the
condition of grain in the public grain warehouse, the public grain warehouseman shdl not receive such grain
for storage or store such grain, provided, however, that if the public grain warehouse has separate bins or
is equipped with proper conditioning gpparatus, the public grain warehouseman may receive such grainfor
storage in such separate binsor may condition it and then storeit in such amanner aswill not lower the grade
of other grain.

SECTION 20. (@) Every public gran warehouseman shdl at al times keep the grain
stored in the public grain warehouse insured by an insurance company authorized to do businessin this
state. Thegrainisto beinsured for itsfull market vaue againg loss by fire, inherent explosion, lightning, and
windstorm, and failure to do so shal make the public grain warehouseman ligble for the same.  All such
policies shdl provide that no cancedlaion shdl be effective unless thirty (30) days prior notice is given the
Commissioner.

(b) If fire, inherent explosion, lightning or windstorm shal destroy or damage dl or part of the grain
stored in any public grain warehouse, the public grain warehouseman shdl, upon demand by the holder of
any warehouse receipt for such grain, and upon being presented with the warehouse recel pt, make settlement
for the fair market value at the time of the loss after deducting the warehouse charges.

SECTION 21. Every public grain warehouseman shdl keep in a place of safety complete, separate
and correct records and accounts pertaining to the public grain warehouse including, but not limited to,
records and accounts of al grain received therein and withdrawn therefrom, all unissued receiptsand tickets
in its possession, copies of al receipts and tickets issued by it, and the recel pts and tickets returned to and
canceled by it. Such records shdl be retained by the public grain warehouseman for a period of five (5)
years.
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SECTION 22. (&) Every public grain warehouse shdl be examined by, the Commissioner each year.
The cost of such examination shdl beincluded intheannud licensefee. The Commissioner, at hisdiscretion,
may make additional examinations of any public grain warehouse & any time. If any materid discrepancy
isfound as aresult of additiond examination, the cost of such examination isto be paid by the public grain
warehouseman.

(b) Upon gpplication for license renewd, every public grain warehouse shal submit a copy of its
financd statement to the Commissioner, said financid statement having been prepared by a certified public
accountant and sworn to by the certified public accountant and the public grain warehouseman.

() TheCommissioner may, at hisdiscretion, ingpect the public grain warehousg's business, facilities,
equipment, inventories, property, books, records, accounts, papers and minutes of proceedingsheld at such
public grain warehouse, and any other records which the Commissioner deemsrelevant to the operation of
the public grain warehouse.

(d) All scaesusad for the weighing of property in public grain warehouses shall be subject to tests
during regular business hours by the Divison of Weights and Measures of the Department of Commerce.

(e) All records, reports and findings of the Commissioner required or issued pursuant to this Act may
be released to any interested person and shall be made available to public inspection.

SECTION 23. If it shdl be discovered that any public grain warehouse is insolvent, or that its
continuancein businesswill serioudy jeopardizetheinterest of itscreditorsor grain depogitors, it shdl bethe
duty of the Commissioner to close such warehouse, and to take charge of al the property and effects
thereof, and to notify, the surety. Upon taking charge of any such warehouse the Commissioner shdl, as
soon as practicable, ascertain by a thorough examingtion into its affairs, its actud financia condition, and
whenever the Commissioner shal become satisfied that such corporation cannot resume business or liquidate
its indebtedness to the satisfaction of its creditors, the Commissioner shdl report the fact of its insolvency
to the Attorney Generd, who shal immediately upon receipt of such notice ingtitute proper proceedingsin
the proper court for the purpose of having a receiver appointed.

SECTION 24. Any person operating a public grain warehouse who desres to discontinue
such operation at the expiration his license or whose license is sugpended, revoked or canceled by the
Commissioner or his designated representative shdl notify the Commissoner and al holders of warehouse
receipts and al parties soring grain in the public grain warehouse, if known, or if not known, by advertisng
in the newspaper or newspapers of largest generd circulation in the community in which the public grain
warehouse is located weekly for four (4) consecutive weeks, a least thirty (30) days prior to the date of
expiration of hislicense, of hisintentionto discontinue the public grain warehouse business, and the owners
of the grain shdl remove, or cause to be removed, their grain from such public grain warehouse before the
expiration of the license.

SECTION 25. Receipts must be issued for dl grain stored in awarehouse in accordance with
regulations adopted under this Act. Receipts need not be issued againgt nonstorage grain, but each
warehouseman shall keep accurate records of theweights, kinds, and grades, if graded, of al lots of nonstor-
age grain received into and ddivered from his warehouse. Whenever the purpose for which any lot of
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nongtorage grain was received into awarehouse is changed o that its gpproximate ddivery period from the
warehouse becomesindeterminate, receipts shall beissued to cover such grain. Recordsrequired under this
Section with respect to nonstorage grain shall be retained, as a part of the records of the warehouse, for a
period of one (1) year after December 31 of the year in which the lot of nonstorage grain is delivered from
the warehouse.

SECTION 26. (@) Every receipt issued for grain stored in a public grain warehouse shall
conform to the requirements of Section 85-7-202 of the Arkansas Statutes and in addition shall embody
within its written or printed terms

(1) A gatement that the holder of the receipt or the depositor of the grain shal demand the delivery

of the grain on or before a date not later than one (1) year from the date specified thereon by the
public grain warehouseman;

(2) The net weight, number of bushes and the percentage of dockage;

(3) Thewords "Not Negotiable', or "Negotiable", according to the nature of the receipt, clearly and

congpicuoudy printed or slamped thereon;

(4) That the holder of the receipt or the depositor of the grain shall demand the ddlivery of the grain

not later than the expiration of one year from the date of the recaipt.

(b) Every receipt, whether negotiable or nonnegotiable, issued for grain stored in awarehouse shdll
specify aperiod, not exceeding one year, for which the grain is accepted for storage under this Act. The
warehouseman shdl, in the absence of somelawful excuse, issue anew receipt for afurther specified period
not to exceed one year, provided that the following conditions are met: (1) Demand for issuance of a new
receipt; (2) surrender of the old receipt by the lawful holder thereof at or before the expiration of the period
specified therein; and (3) an offer to satisfy the warehouseman's lien.

(c) Every negotidble receipt issued shdl, in addition to conforming with the requirements of
paragraph (&) of this section, embody within itswritten or printed terms, aform of endorsement which may
be used by the depositor, or his authorized agent, for showing the ownership of, and liens, mortgages, or
other encumbrances on the grain covered by the receipt.

(d) A public grain warehouseman shal not insert any language in any warehouse receipt or make any
contract with respect to any warehouse receipt which purports to limit the ligbilities or responghilitiesim-
pased on him by law.

SECTION 27. The Commissioner shal prescribe the form of al warehouse receipts, and no other
character or form of warehouse receipt shall beissued except those so authorized. The Commissioner shdl
be authorized to have printed al warehouse receipts issued by public grain warehousemen. The cost of
printing and distribution of warehouse receipts shdl be charged to the grain warehouse.

SECTION 28. All warehouse receipts issued by a public grain warehouse shal be numbered
consecutively, and no two (2) receipts bearing the same number shdl be issued from the same warehouse
during any one (1) year, except in the case of alost or destroyed receipt.

SECTION 29. At least one (1) copy of dl receipts shdl be made and dl copies shdl have dearly
and conspicuoudy  printed or stamped thereon the words “Copy - Not Negotiable”
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SECTION 30. No warehouse receipt shdl be issued except upon actud ddivery of grain into
sorage in the warehouse from which it purports to be issued, nor shal any receipt be issued for a greater
quantity of grain than was contained in the ot or parce so received for storage, nor shal more than one (
1) receipt be issued for the same lot of grain, except in cases where areceipt for apart of alot is desired,
and then the aggregate receipts for a particular lot shall cover that lot and no more.

SECTION 31. (@) It shdl be the duty of the public gran warehouseman to deliver grain to the
holder of a warehouse receipt within ten (10) days of the demand for the redemption of such receipt.
Provided, that no lawful excuse for not delivering the grain exigs In the event the public grain
warehousemanfailsto deliver grain to the holder of awarehouse receipt within ten (10) days of the demand,
the holder of the warehouse receipt may make demand of the surety for payment under the bon. The surety
has the respongbility to pay within fifteen (I 5) days following receipt by the surety of the notice of the
demand for redemption. Any holder of awarehouse receipt issued by a public grain warehouseman who
had made demand for redemption of such receipt, which demand was, without lawful excuse, not satisfied
within ten (I 0) days, shdl notify the Commissioner in writing and shal have the right to bring action againgt
the public grain warehouseman and the surety on the public grain warehouseman's bond for payment of the
market value of the grain represented by such warehouse receipt, such market value to be determined as of
the date of the demand, pluslegd interest accrued from the date of the demand. Inthe event the public grain
warehousemanisasdf-insurer asprovided in Section 15 of thisAct, the holder of awarehouse receipt shdl
have the right to bring action againgt the public grain warehouseman to the extent of the amount posted in
lieu of the bond. The Commissioner shal pay to the holder of the warehouse receipt, to the extent of the
bond posted, any judgment obtained by the holder of a warehouse receipt againgt a sdf-insurer. The
Commissioner may aso pay to the holder of awarehouse recei pt the amount of the market vaue of thegrain
if the public grain warehouseman agreesto such payment; provided, however, thelicenseof tile publicgrain
warehouseman shdl be suspended upon such payment until such time as the warehouseman pogts a bond
pursuant to this Act or posts with the Commissioner a sum equivaent to that paid by the Commissioner on
behaf of such warehouseman.

(b) In dl actionsinwhich judgment isrendered againgt any surety company under the provisons
of thissection, if it gppearsfrom evidence that the surety company haswillfully and without just causerefused
to pay the loss upon demand, the court in rendering judgment shdl dlow the plaintiff the amount of the
plantiff's expenses including court costs and attorney's fees, to be recovered and collected as part of the
costs. The amount of any payment of costs and attorney's fees under this subsection will not reduce the
surety's remaining liability on its bond.

SECTION 32. If awarehouseman ddiversapart only of alot of grain for which he hasissued a
negotiable receipt under this Act, he shal take up and cancel such receipt and issue a new, receipt in
accordance with the regulationsin this Act for the undelivered portion of the grain. The new recaipt shall
show the date of issuance and also indicate the number and date of the receipt first issued.
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SECTION 33. Except as permitted by law or by the regulationsin this Act, awarehouseman shdl
not ddliver grain for which he hasissued a negotiable receipt until the receipt has been returned to him and
canceled, and shdl not ddiver grain for which he has issued a nonnegotiable receipt until such receipt has
been returned to him or he has obtained from the personlawfully entitled to such ddivery, or hisauthorized
agent, awritten order therefor. Before ddivery is made of the last portion of alot of grain covered by a
nonnegotiable receipt, the receipt itself shall be surrendered.

SECTION 34. Each person to whom a nonnegotiable receipt is issued shal furnish the
Warehouseman with a statement in writing indicating the person or persons having power to authorize
delivery of grain covered by such receipt, together with the bonafide signature of such person or persons.
No licensed warehouseman shdl honor an order for the release of grain covered by a nonnegotiable receipt
until he hasfirst ascertained that the person issuing the order has authority to order such release, and that the
signature of the rleasing party is genuine.

SECTION 35. A public grain warehouseman may make avdid sdeor pledge of any warehousere-
ceipts issued for grain of which the warehouseman is the owner, either solely or jointly, in common with
other, and therecita of ownership in thereceipt shdl congtitute notice of theright to sell or pledge the same
and of the title of specific lien of the transferee or pledgee upon the warehouseman's grain represented by
the receipts.

SECTION 36. (@ If granisoffered for goragein any licensad public gran warehouse and the
public grain warehouseman does not have storage space to handle the same, the public grain warehouseman
withthewritten consent of the owner may accept grain for shipment to another public grain warehouse where
dorageisavalable.

(b) Thereceipt to cover grain to be transported to and stored in another public grain warehouse shdl
embody within itswritten or printed terms, in addition to the requirements of Section 26 of thisAct, the name
and location of the public grain warehouse to which the grain will be shipped for storage.

SECTION 37. (8 Any person whoissues a warehouse receipt for grain without holding avdid
public grain warehouse license or who commits any willful violation of any provison of this Act, shdl be
guilty of aClass D fdony.

(b) Any unintentiond or negligent violation of this Act shdl be aClass A misdemeanor.

SECTION 38. All revenues collected under the provisonsof thisAct by the State Plant Board shdll
be deposited into the genera fund of the State treasury for credit to the State gpportionment fund as generd
revenues.

SECTION 39. Act 83 of 1935, the same being Ark. Stat. 8877-1301-77-1338, is hereby
repeal ed.
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SECTION 40. All laws and parts of laws in conflict with this Act are hereby repealed to the extent
of such conflict.

SECTION 41. The provisions of this Act are hereby declared to be separable. If any provisions
of this Act shall be held invalid or inapplicable to any person, firm or circumstance, such invalidity or
inapplicability shall not affect the validity or applicability of the remainder of the Act.

SECTION 42. Anticipatory action to implement the provisions of this Act may be taken prior to
the effective date thereof.

SECTION 43. Emergency Clause. It is hereby found and determined by the General Assembly
that there is an urgent need for regulation and licensing of grain warehouses in the State of Arkansas.
Therefore, an emergency is hereby declared to exist and this Act being necessary for the immediate
preservation of the public peace, health, welfare and safety shall be in full force and effect from and after
July 1, 1979.

CHAPTER 11

Grain Ownership
(Act 401 of 1981)

"An Act to Provide that Ownership of Grain Shall Not Change by Reason of Delivery Thereof to Public
Warehousemen and Title to Grain in the Possession of Public Grain Warehousemen Does Not Pass to
Such Warehousemen Unless the Owner of the Grain Has by Written Document Signed by the Owner of
the Grain Transferred Title to the Warehousemen; and for Other Purposes.”

SECTION 1. Definitions. (a) “Grain” means rice, soybeans, wheat, corn, rice, oats, barley,
flaxseed, sorghum, mixed grain, and other food grains, feed grains and oilseeds.

(b) “Public grain warehousemen'"means any person, firm or corporation who operates any building,
structure or other protected enclosure used for the purpose of storing grain for a consideration.

(©) “Owner” means the farmer who grows and produces grain and includes the owner of the
land from which the grain is produced to the extent that he has an interest in the same, and includes persons,
firms and corporations engaged in the growing and producing of grain whether it be as tenant, renter,
landowner or otherwise.

SECTION 2. Title to grain. Ownership of grain shall not change by reason of an owner
delivering grain to a public grain warehouseman, and no public grain warehouseman shall sell or encumber
any grain within his possession unless the owner of the grain has by written document transferred title of the
grain to the warehouseman. Notwithstanding any provision of the Uniform Commercial Code (Act 185 of
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1961, asamended) to the contrary, or any other law to the contrary, dl sdes and encumbrances of grain by
public grain warehousemen are void and convey no title unless such sales and encumbrances are supported
by a written document executed by the owner specifically conveying title to the grain to the public grain
warehouseman.

SECTION 3. Section 7-205 of Act 185 of 1961, the same being Arkansas Statute 85-7-201, is
hereby amended to read asfollows:

“Section 7-205. Title Under Warehouse Recel pt Defeated In Certain Cases. A buyer inthe ordinary
course of business of fungible goods, except the grainslisted below, sold and ddlivered by awarehouseman
who is ds0 in the business of buying and sdlling such goods takes free of any clam under a warehouse
receipt even though it has been duly negotiated. Thissection shall not apply to rice, soybeans, wheat, corn,
rye, oats, barley, flaxseed, sorghum, mixed grain, nor other food grains or oilseeds.

SECTION 4. Any owner may, by written document signed by him or hisagent, waiveany and dl
rights conferred upon the owner by this Act.

SECTION 5. The provisons of this Act shdl gpply to dl public grain warehousemen and to the
operations of such public grain warehouses, unless such public grain warehouseis licensed under the provi-
sions of the United States Warehouse Act, (39 STAT. 486; 7 U.S.C. 241-273), as amended.

SECTION 6. All lawsand parts of lawsin conflict with this Act are hereby repeded.

SECTION 7. Emergency. It ishereby found and determined by the Genera Assembly that
Arkansas grain producers are experiencing severelosses dueto their ored grainin public warehousesbeing
sold or encumbered by the public grain warehousemen without their authorization, and that this Act is
immediately necessary to clarify thelaw and grant protection to Arkansasfarmers. Therefore, an emergency
ishereby declared to exist and this Act beingimmediately necessary for the preservation of the public peace,
hearth and safety shdl be in full force and effect from and after its passage and gpproval.

CHAPTER 111

Director May Petition Court for Receivership
Act 342 of 1983

“An Act to Authorize the Director of the State Plant Board to Petition the Proper Court for
Appointment as the Receiver to Take Custody of Grain Stored in a Warehouse Licensed by the
Director; and for Other Purposes.”

SECTION 1. (@) “Commissone” meansthe Public Grain Warehouse Commissioner who shal be
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the Director of the State Plant Board or his designated representative.
(b) “Warehouse’” meansapublic grain warehouselicensed under Act 83 of 1979 (Ark. Stat. 77-1301
et seq.).
(©) “Licensg” meansalicenseissued under Act 83 of 1979 (Ark. Stat. 77-1301 et seq.).
(d) All other termsinthis Act shdl have the same meaning asthe sameterms used in Act 83 of 1979,
the Arkansas Public Grain Warehouse Law (Ark. Stat. 77-1301 et seq.).

SECTION 2. TheCommissioner in hisdiscretion may, following summary suspension of alicense
under Section 13 of Act 83 of 1979 (Ark. Stat. 77-1313) or following a suspension or revocation of a
License as otherwise provided in that Act, file a verified petition in the proper court requesting that the
Commissioner be appointed as areceiver to take custody of grain stored in the licensee's warehouse and
to provide for the disposition of those assets in the manner provided in this Act and under the supervison
of the court. The petition shdl be filed in the county in which the warehouse is located. The proper court
shall appoint the Commissioner asreceiver. Upon thefiling of the petition the court shal issue ex parte such
temporary ordersasmay be necessary to preserve or protect the assetsin receivership, or the value thereof,
and therights of depositors, until a plan of disposition is gpproved.

SECTION 3. A pdition filed by the Commissioner under Section 2 shdl be accompanied by the
Commissioner’s plan for digpogtion of stored grain. The plan may providefor the pro ratadelivery of part
or al of the stored grain to depositors hol ding warehouse receipts or unpriced scaetickets, or may provide
for the sdle under the supervision of the Commissioner of part or al of the stored grain for the benefit of
those depositors, or may provide for any combination thereof, as the Commissioner in his discretion
determines to be necessary to minimize losses.

SECTION 4.  Whenapstitionisfiled by the Commissoner under Section 2 the derk of court shdll
set adate for hearing on the Commissioner’ s proposed plan of disposition at atime not less than ten (10)
nor more than fifteen (I 5) days after the date the petition is filed. Copies of the petition, the notice of
hearing, and the Commissioner's plan of digposition shall be served upon the licensee and upon the surety
company issuing the licensee's bond in the manner required for service of an origind notice. A dday in
effecting service upon the licensee or surety shdl not be cause for denying the gppointment of areceiver and
shdl not be grounds for invalidating any action or proceeding in connection therewith.

SECTION 5. The Commissioner shal cause a copy of each of the documents served upon the
licensee under Section 4 to be mailed by ordinary mail to every person holding a warehouse receipt or
unpriced scale ticket issued by the licensee, as determined by the records of the licensee or the records of
the Commissioner. The falure of any person referred to in this section to receive the required notification
shdl not invadidate the proceedings on the petition for the gppointment of areceiver or any portion thereof.
Persons referred to in this section are not partiesto the action unless admitted by the court upon application
therefor.

SECTION 6.  When appointed as a receiver under this Act, the Commissioner shall cause
naotification of the appointment to be published once each week for two (2) consecutive weeks in a
newspaper of genera circulaion in each of the countiesin which the licensee maintains abusinesslocation,
and in anewspaper of generd circulation in this Sate.
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SECTION 7.  The Commissoner may designate an employee of the Commissioner to gppear on
behdf of the Commissioner in any proceedings before the court with respect to the receivership, and to
exercise the functions of the Commissioner as receiver, except that the Commissoner shal determine
whether or not to petition for the gppointment as receiver, shall approve the proposed plan for disposition
of stored grain, shal approve the proposed plan for distribution of any cash proceeds, and shdl approvethe

proposed final report.

SECTION 8. Theactions of the Commissioner in connection with petitioning for gppoint-ment as
areceiver, and dl actions pursuant to such appointment shal not be subject to the provisons of Act 434
of 1967, as amended, the Administrative Procedure Act.

SECTION 9.  When the Commissioner is gppointed as receiver under this Act the surety on the
bond of thelicensee shdl bejoined asaparty defendant by the Commissioner. If required by the court, the
surety shall pay the bond proceeds or so much thereof asthe court finds necessary into the court, and when
50 pad the surety shdl be absolutely discharged from any further liability under the bond to the extent of the
payment.

SECTION 10. When gppointed asreceiver under this Act the Commissoner is authorized to give
notice in the manner specified by the court to persons holding warehouse receipts or unpriced scaetickets
issued by thelicenseetofilether dlamswithin sixty (60) daysafter the date of gppointment. Failuretotimely
fileadam shdl defeat the clam with respect to the surety bond and any grain or proceeds from the sde of
grain, except to the extent of any excess remaining after dl timely dams are pad in full.

SECTION 11. Whenthe court approvesthe sde of stored grain the Commissioner shal employ a
merchandiser to effect the sde of those commodities. A person employed asamerchandiser must meet the
following requirements.

(&) The person shdl be experienced or knowledgesble in the operation of warehouses licensed under
Act 83 of 1979 (Ark. Stat. 77-1301 et seq.), and if the person has ever held alicenseissued under Act 83
of 1979, the person shdl never have had that license suspended or revoked.

(b) The person shal be experienced or knowledgeable in the marketing of agriculturd products.

(c) The person shall not be the holder of awarehouse receipt or scale ticket issued by the licensee,

and shdl not
have aclaim againg the licensee whether as a secured or unsecured creditor, and otherwise shal not have
any pecuniary interest in the licensee or the licensee's business. The merchandiser shall be entitled to
reasonable compensation as determined by the Commissoner. A sde of grain shdl be made in a
commercdly reasonable manner and under the supervision of the warehouse section of the Commissioner.
The Commissioner shal have authority to sdl the stored grain, and provisons of Uniform Commercid Code
to the contrary notwithstanding, and any stored grain so sold shdl be free of dl liens and other
encumbrances.

Page 18 of 24



SECTION 12. The plan of disposition, as gpproved by the court, shdl provide for the distribution
of the stored grain, or the proceeds from the sale of stored grain or the proceeds from any surety bond, or
any combination thereof, less expenses incurred by the Commissoner in connection with the receivership,
to depostorsonaproratabassasther interestsare determined. Distribution shall bewithout regard to any
setoff, counter claim, or storage lien or charge.

SECTION 13. The Commissioner may, with the gpprova of the court, continue the opera-tion of
dl or any part of the business of the licensee on atemporary basis and take any other course of action or
procedure which will serve the interests of the depositors.

SECTION 14. TheCommissioner shdl be entitled to reimbursement out of stored grain or proceeds
hed in recaivership for al expensesincurred as court cost or in handling and disposing of stored grains, and
for dl other cogtsdirectly attributable to the receivership. The right of reimbursement of the Commissioner
shdl be prior to any clams against the stored grain or proceeds of sale thereof, and shal congtitute aclaim
againg the surety bond of the licensee.

SECTION 15. Inevent the gpproved plan of dispostion requiresthe sde of stored grain, or the
distribution of proceeds from the surety bond, or both, the Commissioner shal submit to the court a
proposed plan of distribution of those proceeds. Upon such notice and hearing as may be required by the
court, the court shal accept or modify the proposed plan. When the plan is approved by the court and
executed by the Commissioner, the Commissoner shdl be discharged and the receivership terminated.

SECTION 16. At the termination of the receivership the Commissoner shdl file afind re-port
containing the details of his actions, together with such additiond information as the court may require.

SECTION 17. All lawsand parts of lawsin conflict with this Act are hereby repeded.

SECTION 18. Emergency. It ishereby found and determined by the Generd Assembly that
farmerswould be better served if State law would authorize the Grain Warehouse Commissioner to petition
the proper court to serve asrecaver ininstances where the warehouse becomesinsolvent; and thet thisAct
isimmediately necessary to so provide. Therefore, an emergency is hereby declared to exist, and this Act
being immediately necessary for the preservation of the public peace, hedth, and safety shdl bein full force
and effect from and after its passage and approva
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CHAPTER IV

REGULATIONSON PUBLIC GRAIN WAREHOUSESIN ARKANSAS

(Promulgated and adopted under authority of
Act 83 of 1979 - The Arkansas Public Grain Warehouse Law)

Section 1. General Purposeand Intent

The Arkansas Public Grain Warehouse Law charges the State ant Board with the responsibility of
licenaing, auditing and bonding those grain warehouses storing grain for a consderation belonging to
others and which are not licensed with the federa government under the United States Warehouse Act.
The principal objective and intent of this program isto provide any grain owner who wants to store his
grain commercidly some measure of protection from unlawful or fraudulent Warehousing practices.

Section 11. Organization and Designation of Duties

The Arkansas Public Grain Warehouse Program will be administered as a Section within the
Divison of Marketing of the State Plant Board. The Director of the Divison of Marketing and the Heed
of the Grain Warehouse Section are hereby designated as having the authority and duties as assigned the
Commissioner in Act 83 of 1979, but these will be carried out under the genera supervison of the
Commissioner. All proceedings and hearings will be conducted in accordance with Act 83 of 1979 and
Act 434 of 1967 as amended (The Adminigtrative Procedures Act.)

Section I11. Licensing, and Bonding

Included in these Regulations as Attachment | isthe Application Form to be used in securing a
license under this Act, whether for anew license or the renewd of alicense. Thelicensing period shdll
be from July 1 through June 30 of esch yesar.

Each gpplication for alicense or license renewd shal be accompanied with afinancid statement
and signed report  of a CPA or registered public accountant which must be a representation of an
examined audit report, areview report or a compilation report.

Included in these Regulations as Attachment 11 is the Bond Form that is to be used as part of the
requirements of becoming alicensed grain warehouse.
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Section 1V. Fees

As required by law the fee for anew application is $150.00. The feefor the renewa of alicense

is based on the following schedule:

CAPACITY LICENSE
IN BUSHELS RENEWAL FEES
Range (based on capacity)
1 250,000 $250.00
250,001 500,000 $300.00
500,001 750,000 $400.00
750,001 | 1,000,000 $500.00
1,000,001 | 1,200,000 $600.00
1,200,001 | 1,500,000 $700.00
1,500,001 and over $800.00

One examination is to be made each year on each licensed grain warehouse the cost of which isincluded
in the gpplication fee. Additiona examinations may be made a anytime and at the discretion of the
Commissioner. If during the additiona examinations amateria discrepancy isfound the licensed
warehouseman will be required to reimburse the State Plant Board's Public Grain Warehouse Section at
the rate of $10.00 per man hour for the time required to make additiona examination.

Section V. War ehouse Receipts

A.  All warehouse recei pts whether negotiable or non-negotiable issued by a state licensed public
grain warehouse shd|l be purchased from the Public Grain Warehouse Section of the State Plant
Board. When issued the digtribution of the copies shdl be asfollows:

PN P

Origina copy to depositor of grain (white).
Second copy to warehouseman (blue).
Third copy to the State Plant Board (green).
Fourth copy to depositor of grain (yelow).

Each gate licensed public grain warehouse shal mail to the Plant Board by the 5th of each month,
the third copy (green) of al negotiable and non-negotiable warehouse receipts issued the previous

month.

B. Warehouse receipts must be issued on al stored grain delivered to a public grain warehouse when

requested by the person that holdstitle to the grain.
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C. Warehouse receipts must be issued on dl stored grain and non-stored -grain if the grain has not
been purchased through actua payment or contract within 180 days from date of ddlivery. This
shdl include grain that is transferred to other public grain warehouses for storage.

Section VI. Stored Grain

A. Sored grain - shal mean any grain received into a public grain warehouse which has not been
purchased or on which the term for a bona fide sale has not been fixed.

B.  Non-gored grain - shdl mean grain recaived into a public grain warehouse for transferring,
conditioning, assembling for shipment, or lots of grain moving through a public grain warehouse for
current merchandising or milling use againgt which no receipts are issued and no consderation for
storage is assessed.

C. Depoditor - isaperson making or who has made délivery, of grain to a public grain ware-house
licensed under this Act for storage, marketing, handling, shipping, or who holds a warehouse
receipt, contract or other document of such delivery.

D. Bonafidesde- shdl mean grain that has been purchased through actud payment or grain
purchase contracts which were executed in accordance with Section V11 of these regulations.

Section VII. Grain Contracts

It shdl be the responsibility of those public grain warehouses dedling in deferred pricing or
deferred payment contracts to draw up an agreement in writing which shal contain a statement informing
the sller, that the seller isrdinquishing dl rightsto the grain. The Commissioner may require any
additiona information from awarehouseman that is deemed necessary to protect the interest of the sdller
of grain in these transactions, All contracts shal be pre-numbered with no duplication of numbers, The
Commissioner or his representative shall prescribe or gpprove the kind of form that will be used by
those public grain warehouses offering deferred pricing or payment contracts.

Section VIII.  Officially Approved Scale Ticket Transactions

Each public grain warehouseman shal, issue to dl persons delivering grain to apublic grain
warehouse a pre-numbered officidly gpproved scae ticket which shdl be issued in numerica order. All
officidly approved scde tickets must contain an origind and no less than two copies.
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A. A sample copy of the officidly approved scale tickets used by the warehouseman shall be kept on
file with the Commissoner.

B. Eachofficidly approved scdeticket shal contain the following information:

1
2.
3.

The name and address of the public grain warehouse where grain is received.

Date grain received.

The kind, quantity, grade or grade factors necessary to determine the bushels, pounds or

CWT of grain received.

All officidly approved scae tickets must be marked to denote one of the following transactions
when received into a public grain warehouse:

For sale,

For storage.

For conditioning.

On purchase contracts, (Purchase contracts must be signed by sdller of grain upon
completion of harvest or prior to harvest)

oo oo

C. Andfficaly approved scae ticket must be issued an dl grain moved-out of a public grain
warehouse that crosses the scaes. If grainismoved by rail or barge then officidly approved scae
tickets must be drawn-up estimating the amount of grain shipped, aso arecord must be maintained
veifying officid degtination weight.

D. A copy of the officidly approved scae tickets used for the purpose of custom grain weighing and
other purposes must be kept anfile.

E.  All officidly approved scde tickets that have been voided must be kept on file & the public grain
warehouse.

F. A copy of dl officidly gpproved scae tickets issued must be kept on filein numerica order.
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Section 1 X.  Daily Position Record

Each warehouseman shdl maintain adaily position record which will indicate l grain transaction
on adaily bass. Thisform shal be gpproved by the Commissioner or his designated representative.
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