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1 (Pursuant to Notice to Take Deposition of

2 TIMOTHY ERDMANN in the above-entit1ed cause, the

3 following examination came on for taking before

4 Stephanie A. Smith, a Registered Professional

5 Reporter and a Notary Public in and for the State

6 of North Dakota, at the offices of Smith Bakke

7 Porsborg Schweigert & Armstrong, 122 East Broadway

8 Avenue, in the City of Bismarck, County of

9 Burleigh, State of North Dakota, on the 14th day of

10 January, 2015, commencing at 12:33 p.m., counsel

11 appearing on behalf of the respective parties as

12 hereinbefore indicated:)

13

14 (The following proceedings were had and

15 made of record:)

16 MR. SCHROEDER: We'll go on the record.

17 This is the date and time that has been noticed for

18 the deposition of Tim Erdmann. So I'll go ahead

19 have you state your name.

20 THE REPORTER: Let me swear him in.

21 MR. SCHROEDER: Oh, yes.

22 TIMOTHY ERDMANN,

23 being first duly sworn, was examined and testified

24 as follows:

25



1 EXAMINATION

2 BY MR. SCHROEDER:

3 Q. Can you state your full name for the

4 record.

5 A. Timothy A. Erdmann.

6 Q. All right. And have you ever given a

7 deposition before?

8 A. No.

9 Q. Okay. And Mitch may have gone over this

10 with you, but I'll go over it with you as well. So

11 I'll be asking a series of questions of you, and

12 please, as a courtesy to our court reporter, wait

13 until I'm done asking the question before you give

14 your answer and I will wait until you're done

15 answering before I ask my next question.

16 If there is a question that you don't

17 understand, just tell me that and I will rephrase

18 the question. If you answer the question, I'm

19 going to assume that you understood what I was

20 asking.

21 Okay. If the answer to the question calls

22 for a yes or no, please say yes or no. Don't nod

23 your head or say mm-hmm. It makes for a cleaner

24 record.

25 And then if you need to take a break at



1 any time, just

8

let us know and we can -- we can

2 take a break.

3 Okay. Are you currently employed.

4 Mr. Erdmann?

5 A. I retired as of December 31 from the

6 Publi c Servi ce Commi s s ion.

7 Q. Okay. So you're not working currently?

8 A. No .

9 Q. Okay. And you had been working for the

10 Publie Servi ce Commission prior to December 31,

11 2015; right ?

12 A. Yes .

13 Q. Okay. How long had you worked at the

14 Public Service Commi s s ion ?

15 A. I started October 1, 1997, so 18-plus

16 yea rs.

17 Q. Okay. And when you started at the

18 Commission, what — what role did you have? What

19 was your job?

20 A. Grain warehouse inspector, the same.

21 Q. Okay. And what are the duties that a

22 grain warehouse inspector at the Public Service

23 Commission has?

24 A. Wei 1, you -- you inspect the facilities

25 and conduct various procedures, including the



1 measure-up of the inventory, review the records,

2 look for compliance with the laws, spot checks,

3 scale -- you know, pull a spot-check on scale

4 tickets and assembly sheets, et cetera, and track

5 them, follow them through to payments. Basically

6 look for compliance with the laws and normal grain

7 warehouse operating procedures.

8 Q. And have those basically been the duties

9 of the inspector job your whole time that you've

10 been there?

11 A. Yes. I guess plus I should add, you know,

12 involvement in insolvencies, when insolvencies

13 whatever's required to complete that process, so --

14 Q. You talked about ensuring compliance with

15 the laws. What did you mean by that?

16 A. Well, you know, the scale tickets have to

17 be converted to warehouse receipts, credit-sale

18 contracts, payments, something like that, within

19 45 days. That's one of the key items. And check

20 their capacity because the amount of bond was based

21 on the capacity of the facility, those types of

22 things.

23 Q. So would it be fair to say you're --

24 you're the voice for the Commission telling the

25 licensees whether their records are in compliance
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1 or out of compliance?

2 A. I'm one of the processes, yes.

3 Q. Who would be the other processes involved?

4 A. The licensing at the office. Sue Richter

5 and her office assistants. You know, there's

6 procedures to go through to get a license and renew

7 a license and submission of documents and that sort

8 of thing, so --

9 Q. Okay.

10 A. -- it was a joint effort.

11 Q. I guess the first thing I would do is --

12 did you bring some documents with you today?

13 A. Well, I did, yes.

14 Q. Okay.

15 A. Do you want these or -- I mean they're

16 just copies of what was already provided, so --

17 Q. Okay. So that's -- these are copies of

18 documents that have already been provided to me; is

19 that your understanding?

20 A. Yes.

21 Q. Okay. And there aren't any documents in

22 here that have not been provided?

23 A. No.

24 Q. And by "provided," I mean in your -- the

25 Commission's request for production of documents.
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1 that's your understanding?

2 A. Right. Or I guess my affidavit there

3 would be part of the report and recommendation.

4 Q. Okay. So these were all documents you've

5 already given to Mitch, I would assume; is that

6 right?

7 A. Yes. Or my supervisor would have probably

8 duplicated some of that, too, so --

9 Q. Okay.

10 (Deposition Exhibit 11 was marked for

11 identification.)

12 Q. (MR. SCHROEDER CONTINUING) I'm showing

13 you what's been marked Deposition Exhibit 11, which

14 is -- are documents that were provided to me in

15 response to Bremer Bank's request for production of

16 documents to the Public Service Commission.

17 They're Bates number 2203 through 2239. Do you

18 recognize what — what this document is?

19 A. Yes. Examination & Safety Manual.

20 Q. And is that something that you would use

21 in your job as a grain inspector for the Public

22 Service Commission -- grain warehouse inspector?

23 A. Yes. This would be the guideline for

24 conducting warehouse inspections.

25 Q. Is that something you're familiar with?
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1 A. Yes, I'm familiar with it.

2 Q. Okay. And so how would you use this in

3 your job as the grain warehouse inspector?

4 A. Well, this is the basic guideline for

5 conducting an inspection and the safety — you

6 know, safety suggestions you should use when

7 conducting an inspection.

8 Q. Well, can you take me through a typical

9 grain warehouse inspection. So what's the first

10 thing you do?

11 A. Well, you arrive on the site and introduce

12 yourself and -- you know, introduce yourself to

13 the -- meet the manager and tell him that you're

14 here to do an inspection. And depending on the

15 circumstances, normally the first thing we'd want

16 to do is do a measure-up, measure the inventory.

17 So we'd get with the manager to see if that was

18 agreeable. You know, typically that would be the

19 first step, but if things were such that it's not a

20 good time to do an actual measure-up, we'd probably

21 get into the records first or that sort of thing.

22 Q. So a measure-up, what is that?

23 A. That's where you actually go — what

24 you're basically doing is measuring an air space of

25 a typical grain bin or typical elevator or flat
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1 storage while you're trying to determine the depth

2 of the grain. It's basically a mathematical

3 estimation of the inventory to compare with their

4 records, their inventory, to see if they have the

5 inventory that their records state they have.

6 And you probably have some -- some -- a

7 limited ability to determine quality, depending on

8 the facility and the bin setup and stuff, but --

9 Q. Okay. So it's an estimation?

10 A. Yeah. It's --

11 Q. You don't actually measure?

12 A. It's a mathematical estimation based on --

13 like a typical wood house elevator, why, you drop

14 the tape into a bin, you look if it's full enough

15 where you can see the lay of the grain, you

16 determine the air space of the unfilled portion,

17 and we had the computer program with all of that

18 dimensions and all of that information into it,

19 so -- so all you basically would be doing is

20 measuring air space, putting in what type of grain

21 it was and some quality factors such as test weight

22 or dockage, which typically is provided by the

23 elevator manager or their driveway people or

24 whoever is knowledgeable with the facility and the

25 grain that's in it.
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1 Q. Okay. So after you estimate how much

2 grain is in the warehouse, what would you do next?

3 A. You'd get a daily position record or some

4 sort of inventory record from the elevator staff to

5 compare inventory versus measured inventory and go

6 from there. If there's something that jumped out

7 as being short or something, you could consult with

8 the staff and see if something is done wrong by --

9 by myself measuring, or if there was some grain

10 that had been shipped that hadn't been taken out

11 of -- you know, various differences can cause

12 differences in measured versus book inventory.

13 Q. Okay. What would you do after you look at

14 the book inventory to the measured inventory?

15 A. Well, in a typical operation they have

16 what's called a daily position record, which not

17 only shows their inventory, but it shows storage

18 obligations, credit sale, you know, the various

19 categories. So you'd ask for their records to

20 prove they coincide with those obligations that are

21 inventoried — or indicated on the daily position

22 record and record those and investigate those to

23 see that -- that the DPR is reflecting the actual,

24 you know, category, whether it was open storage or

25 warehouse receipts or price later contracts or
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1 whatever, you know. It can be quite a detailed

2 list in a big grain facility.

3 Q. So describe for me what you mean by

4 records. What would you be -- the physical

5 documents you'd be looking for?

6 A. Well, let's take the category open

7 storage, for example. Typically most facilities

8 nowadays have, you know, computer programs and they

9 could print a report that lists all the producers

10 and the delivery dates and the quantity that would,

11 you know, total up the -- equal the total amount on

12 the daily position records.

13 Q. And what's a -- what do you mean by open

14 storage?

15 A. Open storage would be grain delivered by a

16 producer, it's been there 45 days or less and it

17 hasn't been converted to the various categories,

18 warehouse receipt or credit-sale contract or paid

19 or whatever. Typically, it would be in a list on

20 open storage, but it would also have a sublist of

21 what category it's going to be eventually converted

22 to .

23 Q. Okay. So what type of documents are you

24 looking at when you go to look for open storage?

25 A. You're looking in a computer-generated
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1 system, you're relying on them to — that computer

2 system to give you a detailed report of those in

3 that category. Like I said, it would include the

4 delivery date or the delivery-date average, if it

5 was -- you know, it's not going to be scale ticket

6 by scale ticket. Most of the time it's going to be

7 Farmer Jones, and if he delivered ten loads and

8 they haven't been -- or they're still on open

9 storage, haven't been converted, you know, it will

10 be a total for those ten loads.

11 Q. Okay. And if there's not a computer

12 system, what would you go look for?

13 A. Well, a lot of places, some still do it by

14 paper, you know, you bring out the accordion

15 folder. A, B, C, D, and these are my open storage

16 and you'd look at them. They'd be on a -- they

17 could be a group of scale tickets or they could be

18 assembled on a group of scale tickets with —

19 assembled onto a paper assembly sheet. Some places

20 have Excel spreadsheets if they haven't paid the

21 price for the -- for the big computer, you know,

22 accounting system.

23 Q. Okay. All right. Then you talked about

24 you look on the daily report compared with price

25 later agreements; is that right?
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1 A. Well, yeah, that would be a category.

2 You'd ask for a price later -- typically on a

3 computer system, the price later contract report.

4 Q. And what would you do then? What records

5 would you be looking for for that category?

6 A. Then you'd actually ask for the written

7 contracts that coincide with that report because

8 typically that report would have the list of the

9 producers and it would have the contract numbers

10 and the -- the bushels or quantity of grain, type

11 of grain and then you'd ask for the actual

12 contracts to coincide with that report.

13 Q. Okay. And you'd ask for each contract?

14 A. Each contract, yes. Each one that's been

15 on that report as being unpaid.

16 Q. Okay. And then if their -- the producer

17 wasn't able to give you a written contract to look

18 at, what would happen?

19 A. Well, you're -- you mean the elevator

20 staff or --

21 Q. Right.

22 A. Yeah. Okay. You'd -- well, that would be

23 one of the items that would be -- if they can't

24 come up with an actual contract, that's where they

25 actually say they've converted it but they have no
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1 proof, so that would be a deficiency that would be

2 noted and probably written up on the memorandum of

3 adjustment at the end of the inspection.

4 Q. Okay. And then for warehouse receipts,

5 can you walk me through what you would do regarding

6 those?

7 A. Well, okay. They've been converted to a

8 warehouse receipt. You'd say, Okay, let's have the

9 report for the warehouse receipts and let's get the

10 actual receipts and look at them to see if they've

11 been made out and, you know, if the — the

12 record -- the written record coincides with the

13 computer-generated report. You do the same for

14 every category like that, so -- whatever category

15 of the accounting you're questioning.

16 Q. So after you've done the -- the records

17 review, let's say there's a discrepancy in the

18 records, what would you — what would be the next

19 step you would take immediately?

20 A. Well, if you completed your records

21 reviews and you made your notes on what — what is

22 not -- you know, what is deficient -- before you'd

23 probably write it up, I normally go and talk to the

24 manager -- or in most cases you're talking to the

25 accounting people, not so much the manager. It's
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1 like. Well, here's what the problems are. Do you

2 have any -- any documents that got misplaced, or

3 give them a chance to, you know, clarify the

4 situation as much as they can before you proceed

5 with the memorandum. And once you're completely

6 satisfied and they agree, yeah, these are the

7 deficiencies, then it would be written up on the

8 memorandum and it would be -- whatever would be

9 required to correct it, if it's unsigned contracts

10 or failure to convert scale tickets, whatever

11 categories they are would be on that memorandum,

12 and they would have 30 days to correct those --

13 those deficiencies and submit proof, whatever was

14 requested of them to submit to the PSC, to the

15 licensing office.

16 Q. Okay. So after the -- you review all the

17 warehouse's records, what would be the next step in

18 the inspection?

19 A. Well, like I said, consult with the

20 accounting staff, give them a chance to correct

21 what they can immediately, and then beyond that

22 would be -- you'd write the memorandum of

23 adjustment and you'd sit down with usually the

24 accounting person and the manager and go through it

25 and, you know, talk about it. And basically they
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1 usually, you know, at that point agree that these

2 are the deficiencies that we have to correct, so --

3 and then they would sign off — the manager would

4 sign off on it, sign the memorandum.

5 Q. Okay. And if there were no discrepancies

6 or there was no compliance deficiencies in your

7 records review, what would be the next step?

8 A. That would -- that would be stated right

9 on the memorandum, no — no deficiencies noted or

10 whatever, you know, something to that effect. And,

11 you know, the manager would sign off on the -- I

12 would sign the memorandum, the manager would sign

13 it and it would again be submitted to the licensing

14 division office.

15 Q. So after that -- that step of the

16 generating that memorandum of adjustment, that's

17 basically the end of the inspection; is that right?

18 A. Yes. That's correct. Unless — you know,

19 unless there's a list of deficiencies, that would

20 be up to the manager and the staff to — to do

21 those corrections and submit that — typically that

22 information is submitted to the licensing division

23 office.

24 Q. And that process you just described of

25 conducting a grain warehouse inspection, is that
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1 consistent with what is in the — the Public

2 Service Commission's Grain Warehouse Examination &

3 Safety Manual?

4 A. Yes.

5 Q. I'll have you turn to page -- it's Bates

6 stamped 2228 in Exhibit 11.

7 A. 2218?

8 Q. 2228.

9 A. Oh, 28. Credit-sale contract examination

10 procedure.

11 Q. Are you familiar with this page in the

12 examination manual?

13 A. Yes, I am.

14 Q. Okay. And would this be the -- the

15 process you use when conducting records review of

16 credit-sale contracts at a grain warehouse?

17 A. Yes.

18 Q. And so if there was an issue with any of

19 the steps you go through in reviewing those

20 credit-sale contracts, you would note that on the

21 memorandum of adjustment or discuss that with the

22 warehouse staff?

23 A. Yes.

24 Q. Can you read the first step for me.

25 A. "Examine contracts to verify that each
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1 type of contract used by the licensee contains or

2 provides for all items identified in North Dakota

3 Century Code 60-02-19.1 and 60-02.1-14 and each of

4 these items has been completed when the contract

5 was executed."

6 Q. So in reviewing a warehouse's credit-sale

7 contracts, if all of those items were not contained

8 in the contract, you would have talked to the

9 elevator about that; is that right?

10 A. Yes.

11 Q. And they would have either fixed that

12 issue or it would have been noted on a memorandum

13 of adjustment; is that right?

14 A. Yes .

15 Q. Okay. I'll have you just read silently

16 for a minute the rest of those steps, but let me

17 know when you're done by just looking up.

18 A. Read the whole thing? Okay. (Witness

19 complies.) Okay.

20 Q. And you've had a chance to read all the

21 steps on the credit-sale contract examination

22 procedure. Bates number 2228; is that right?

23 A. Yes.

24 Q. And are those the steps that you would use

25 in examining the credit-sale contracts at a
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1 warehouse?

2 A. Yes.

3 Q. All right. Do you recall conducting

4 inspections at the Grand Forks Bean Company

5 facility in Grand Forks?

6 A. Yes.

7 Q. Okay. And you generated records of those

8 inspections; is that right?

9 A. Yes.

10 Q. Okay. Were there any inspections you

11 completed that there wouldn't have been records

12 generated for?

13 A. Well, there was two -- two partial

14 inspections where I did the measure-up, but I did

15 not complete the records check with the manager

16 because -- well, various -- from medical issues to

17 appointments with insurance people, those just

18 never got completed. Typically — well, I guess

19 wha tever.

20 Q. Do you recall conducting an inspection of

21 the Grand Forks Bean Company warehouse on

22 February 26 of 2014?

23 A. Yes.

24 Q. Okay. The typical inspection procedure --

25 do you recall anything different occurring at that
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1 inspection you conducted of the Grand Forks Bean

2 Company warehouse on February 26, 2014?

3 A. No.

4 Q. Okay. There was nothing out of the

5 ordinary with that inspection?

6 A. No.

7 Q. Okay.

8 (Deposition Exhibit 12 was marked for

9 identification.)

10 Q. (MR. SCHROEDER CONTINUING) All right.

11 I'm showing you what's been marked as Deposition

12 Exhibit 12, which is Bates stamped 2043 and 2044.

13 Do you recognize what -- what those documents are?

14 A. Yes .

15 Q. And what are those?

16 A. Well, the first, 2043, would have been

17 a -- this is generated by my supervisor at the

18 office and it would be from the grain inspection

19 program. And the second page is the memorandum of

20 adjustment that I issued to Grand Forks Bean on

21 February 2 6.

22 Q. I'll have you look at the second page of

23 that exhibit, the 2044. Do you see at the top

24 where it says, "No book adjustments required"?

25 A. Yeah. That's a standard statement that
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1 comes out with the — on the template of the

2 memorandum of adjustment.

3 Q. Okay. What does that mean, no book

4 adjustments required?

5 A. That relates to the inventory. If there

6 was a shortage on the inventory and, you know,

7 after consulting with the staff and management,

8 they agree that, yeah, that's not correct, it needs

9 to be adjusted down or -- very seldom that you'd

10 see an adjustment up. But basically that's just a

11 standard statement, then, that's built into the

12 template .

13 Q. Okay. And then do you see the -- where it

14 says, "The exam and spot-check procedure revealed

15 no conditions or errors"?

16 A. Yes.

17 Q. Okay. And what does that statement mean?

18 A. That means 1 didn't find any deficiencies,

19 conditions or errors to note on the memorandum of

20 adj ustment.

21 Q. Okay. So that inspection on February 26,

22 2014, didn't reveal Grand Forks Bean Company as

23 being out of compliance with -- with any of the

24 statutes or regulations that you're enforcing when

25 you do your inspection?
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1 A. Yes. That's correct.

2 Q. So on February 26, 2014, did you conduct a

3 full review of the credit-sale contracts at Grand

4 Forks Bean Company?

5 A. Yes,Idid.

6 Q. Okay. And did you review them in

7 accordance with the provisions of the Public

8 Service Commission's grain warehouse and grain

9 buyer examination and safety manual?

10 A. I would say yes, I did.

11 Q. Okay. And so because there were no issues

12 noted, it would have been your representation to

13 the Grand Forks Bean Company, Incorporated, that

14 their price later marketing agreements were proper

15 credit-sale contracts; is that true?

16 A. We're back on --

17 MR. GAUSTAD: I'm going to object. You're

18 asking him to make a legal conclusion.

19 THE REPORTER: Who was that?

20 MR. SCHROEDER: I asked him what his

21 representation was.

22 MR. GAUSTAD: And my objection is that

23 you're asking him to make a legal conclusion. And

24 this is Dan Gaustad. Thank you.

25 Q. (MR. SCHROEDER CONTINUING) So can you
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1 answer the question?

2 MR. ARMSTRONG: I think he was asking for

3 some clarification on the question, but I wasn't

4 sure what he was saying. You can answer the

5 question, I mean, to the extent you understand it.

6 THE WITNESS: Okay. Will you repeat the

7 question?

8 MR. SCHROEDER: Sure. Is it possible to

9 read back the question?

10 (Record read as requested.)

11 THE WITNESS: On February 26, 2014, yes.

12 Q. (MR. SCHROEDER CONTINUING) And on

13 February 26, 2014, you were at Grand Forks Bean

14 Company, Incorporated, as the -- the representative

15 of the Public Service Commission; is that right?

16 A. Yes.

17 Q. And so your communications on that date

18 with Grand Forks Bean Company, Incorporated, would

19 have been on behalf of the Public Service

20 Commission?

21 A. Yes.

22 MR. SCHROEDER: Okay. Can we take just a

23 five-minute break? Let's go off the record.

24 (Recessed at 1:07 p.m. and reconvened at

25 1:12 p.m.)
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1 Q. (MR. SCHROEDER CONTINUING) All right.

2 We'll go back on the record. A couple preliminary

3 guestions 1 forgot. Can 1 get your address,

4 Mr. Erdmann?

5 A. 207 First Street, Denhoff, North Dakota,

6 D-e-n-h-o-f-f. 58430 would be the ZIP code.

7 Q. And you're here today at the -- because

8 the Public Service Commission asked you to be here

9 today; is that true?

10 A. Well, 1 guess I'm here because it's the

11 right thing to do.

12 Q. Okay. And the testimony you're giving, is

13 that on behalf of the Public Service Commission?

14 A. Well, 1 --

15 MR. ARMSTRONG: Well, counsel, I'm not

16 sure he would necessarily know the legal definition

17 of that. 1 mean he worked for the Public Service

18 Commission in his capacity as a grain warehouse

19 inspector. He's a representative of the

20 Commission, retired effective December 31, 2015. 1

21 mean 1 don't -- 1 don't understand the question and

22 1 don't think the witness can possibly understand

23 the question. The witness can't speak on behalf of

24 the Public Service Commission. He can speak in his

25 capacity as a grain warehouse inspector for the
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1 Public Service Commission.

2 Q. (MR. SCHROEDER CONTINUING) Can you answer

3 the question?

4 A. Do you want to repeat the question,

5 please?

6 MR. SCHROEDER: Yeah. Can we have it read

7 back.

8 (Record read as requested.)

9 MR. ARMSTRONG: If you know.

10 THE WITNESS: It would be my -- my

11 interpretation as a grain warehouse inspector or my

12 representation as a grain warehouse inspector.

13 Q. (MR. SCHROEDER CONTINUING) Is the Public

14 Service Commission paying you anything for being

15 here today?

16 A. I am being paid through -- through

17 contract with -- with the law firm.

18 Q. So Mr. Armstrong's firm is paying you some

19 expenses or a fee to be here today?

20 A. They're paying me expenses and a fee.

21 Q. Okay.

22 A. An hourly fee.

23 Q. But you don't know the arrangement that

24 Mr. Armstrong's office might have with the

25 Commission for the ultimate payment of that fee and
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1 expenses, do you?

2 A. No, I don't.

3 Q. Okay.

4 (Deposition Exhibit 13 was marked for

5 identification.)

6 Q. (MR. SCHROEDER CONTINUING) Showing you

7 what's been marked as Deposition Exhibit 13, do you

8 recognize that document?

9 A. Yes, I do.

10 Q. Okay. And what is it?

11 A. It's a price later marketing agreement

12 issued by Grand Forks Bean to Ron Adams of

13 Reynolds, North Dakota, for 6232.33 hundredweight

14 of pinto beans.

15 Q. Okay. And was that one of the price later

16 marketing agreements you reviewed on your

17 inspection on February 26 of 2014?

18 A. Yes.

19 MR. GAUSTAD; Do you have a Bates number

20 for that? This is Dan Gaustad.

21 MR. SCHROEDER: And there is no Bates

22 number for that document.

23 MR. GAUSTAD: Okay. Thank you.

24 MR. ARMSTRONG: Dan, if it helps, there's

25 an 1101 written in the top right-hand corner.
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1 MR. GAUSTAD: It does. Thank you very

2 much.

3 (Deposition Exhibit 14 was marked for

4 identification.)

5 Q. (MR. SCHROEDER CONTINUING) I'm showing

6 you what's been marked as Deposition Exhibit 14.

7 Do you recognize that document?

8 A. Yes, I do.

9 Q. And what is that?

10 A. That would be a price later marketing

11 agreement issued by Grand Forks Bean Company to

12 Nick Adams, and the contract number would be 1102

13 written in the right -- upper right-hand corner.

14 Q. And did you review that price later

15 marketing agreement for Nick Adams at your

16 inspection on February 26, 2014?

17 A. Yes, I did.

18 (Deposition Exhibit 15 was marked for

19 identification.)

20 Q. (MR. SCHROEDER CONTINUING) Showing you

21 what's been marked as Deposition Exhibit 15, do you

22 recognize that document?

23 A. Yes, I do.

24 Q. And what is it?

25 A. That's another price later marketing
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1 agreement issued by Grand Forks Bean to Ron Adams,

2 and that would be contract number 1103 in the upper

3 right-hand corner.

4 Q. And did you review that price later

5 marketing agreement with Ron Adams at your

6 inspection on February 26, 2014?

7 A. Yes, I did.

8 (Deposition Exhibit 16 was marked for

9 identification.)

10 Q. (MR. SCHROEDER CONTINUING) Showing you

11 what's been marked as Deposition Exhibit 16, can

12 you identify that document?

13 A. Yes. Price later marketing agreement

14 issued by Grand Forks Bean to Curt Amundson, and

15 that would be contract number 1104.

16 Q. And was that price later marketing

17 agreement, 1104, to Curt Amundson reviewed by you

18 at your inspection on February 26, 2014?

19 A. Yes, it was.

20 (Deposition Exhibit 17 was marked for

21 identification.)

22 Q. (MR. SCHROEDER CONTINUING) Showing you

23 what's been marked as Deposition Exhibit No. 17, do

24 you recognize that document?

25 A. Yes,Ido.
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1 Q. And what is it?

2 A. Price later marketing agreement contract

3 number 1106 issued by Grand Forks Bean Company to

4 Chuck Nelson, Thompson, North Dakota.

5 Q. And was that price later marketing

6 agreement 1106 issued to Chuck Nelson reviewed by

7 you at your inspection of Grand Forks Bean Company

8 on February 26, 2014?

9 A. Yes,it was.

10 (Deposition Exhibit 18 was marked for

11 identification.)

12 Q. (MR. SCHROEDER CONTINUING) Showing you

13 what's been marked as Deposition Exhibit 18, do you

14 recognize that document?

15 A. Yes,I do.

16 Q. And what is that?

17 A. Price later marketing agreement 1108

18 issued by Grand Forks Bean Company to Baldwin

19 Farms/Brent Baldwin.

20 Q. And was that price later marketing

21 agreement 1108 issued by Grand Forks Bean

22 between Grand Forks Bean Company and Baldwin Farms,

23 Incorporated, and Brent Baldwin reviewed by you on

24 your inspection on February 26, 2014?

25 A. Yes, it was.
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1 (Deposition Exhibit 19 was marked for

2 identification.)

3 Q. (MR. SCHROEDER CONTINUING) Showing you

4 what's been marked as Deposition Exhibit 19, do you

5 recognize that document?

6 A. Yes, I do.

7 Q. And what is it?

8 A. Price later marketing agreement number

9 1109 issued by Grand Forks Bean Company, Inc., to

10 Brad Nelson.

11 Q. And was price later marketing agreement

12 1109 between Grand Forks Bean Company and Brad

13 Nelson reviewed by you at your inspection on

14 February 26, 2014?

15 A. Yes, it was.

16 (Deposition Exhibit 20 was marked for

17 identification.)

18 Q. (MR. SCHROEDER CONTINUING) I'm showing

19 you what's been marked as Deposition Exhibit 20.

20 Do you recognize that document?

21 A. Yes, 1 do.

22 Q. And what is it?

23 A. Price later marketing agreement number

24 1111 issued by Grand Forks Bean Company, Inc., to

25 Duane Altendorf of St. Thomas, North Dakota.
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1 Q. And that price later marketing agreement

2 1111, was that reviewed by you at your Inspection

3 of Grand Forks Bean Company on February 26, 2014?

4 A. Yes, It was.

5 Q. In reviewing those Exhibits 13 through 20

6 on that February 26, 2014, Inspection, did you

7 follow the procedures outlined In the grain

8 warehouse manual?

9 A. Yes, 1 believe 1 did.

10 Q. Okay. And those would have been the --

11 that manual would be Exhibit 11; Is that right?

12 A. That's correct. Exhibit 11.

13 Q. Who did you meet with on the February 26,

14 2014, Inspection?

15 A. That would have been the manager, Mr. Todd

16 HcGurk.

17 Q. Okay. Is there anything specific you

18 remember discussing with Todd on February 26, 2014?

19 A. No.

20 Q. In conducting your Inspections, do you

21 also review If the grain warehouses have certain

22 notices posted at the warehouse?

23 A. Yes,1 do.

24 Q. Okay. And Is that something you would

25 have done at Grand Forks Bean Company as well?
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1 A. Yes.

2 Q. Do you recall specifically any issues with

3 notices not being posted at Grand Forks Bean?

4 A. No, I don't.

5 Q. Okay.

6 (Deposition Exhibit 21 was marked for

7 identification.)

8 Q. (MR. SCHROEDER CONTINUING) I'm showing

9 you what's been marked as Deposition Exhibit 21.

10 Do you recognize that document?

11 A. Yes. This is a standard poster posted in

12 every licensed warehouse regarding the credit-sale

13 contracts.

14 Q. Do you recall that specific notice being

15 posted at Grand Forks Bean Company?

16 A. Yes, I do.

17 Q. And was that -- do you recall that being

18 posted on February 26, 2014?

19 A. Yes. That was -- that was posted.

20 Q. Okay. Do you recall that being posted at

21 any inspections before February 26, 2014?

22 A. I can't specifically recall that it was

23 ever missing. I mean it's pretty much a standard

24 poster you see -- I would see every day.

25 (Deposition Exhibit 22 was marked for
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2 Q. (MR. SCHROEDER CONTINUING) Showing you

3 what's been marked as Deposition Exhibit 22, do you

4 recognize those documents?

5 A. Yes, I do.

6 Q. And what are those documents?

7 A. Well, the -- the one on the right would be

8 the Grand Forks Bean storage handling and delivery

9 policy, which is required that it be on file at the

10 office and be posted at the -- at the facility.

11 Q. Okay. And viewing Exhibit 22, do you

12 recall seeing those notices posted at Grand Forks

13 Bean Company?

14 A. Yes, I do.

15 Q. And do you recall seeing these posted on

16 February 26, 2014?

17 A. Yes, I do.

18 Q. Okay. Do you recall those being posted at

19 any inspections prior to February 26, 2014?

20 A. 1 can't specifically say that they were

21 not -- were or not, especially this one on the left

22 side here. If that was posted before or not, 1

23 don't know. 1 don't remember.

24 Q. Okay.

25 (Deposition Exhibit 23 was marked for

37
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1 identification.)

2 Q. (MR. SCHROEDER CONTINUING) I'm showing

3 you what's been marked as Deposition Exhibit 23,

4 which are Bates numbers 2047 and 2048. I'll have

5 you take a look at them. Do you recognize those

6 documents?

7 A. Yes, I do.

8 Q. Okay. And what are they?

9 A. Well, the first page, 2047, would be --

10 that's generated from the grain inspection program

11 at the BSC licensing office. And the second page

12 is the memorandum of adjustment issued by me to

13 Grand Forks Bean on August 18, 2009.

14 Q. And do you recall conducting an inspection

15 on August 18, 2009?

16 A. Yes, I do.

17 Q. Okay. I'm looking at the second page of

18 that Exhibit 23. Do you see where it says, "No

19 conditions observed at this time"?

20 A. Yes.

21 Q. What does that mean?

22 A. No deficiencies or -- or errors were found

23 at the inspection or required to be noted on the

24 memorandum of adjustment.

25 Q. Okay. So there were no conditions that



39

1 were out of compliance —

2 A. Correct.

3 Q. -- at that inspection?

4 Do you recall, did you do a records review

5 at that August 18, 2009, inspection?

6 A. Well, I don't specifically recall, but I

7 did review the information, you know, that I have

8 on file in my electronic data for the computer, and

9 in reviewing it at that time there was no credit

10 sales. There was grain on storage, but it was all

11 on warehouse receipts, pinto beans.

12 Q. Okay.

13 (Deposition Exhibit 24 was marked for

14 identification.)

15 Q. (MR. SCHROEDER CONTINUING) I'm showing

16 you what's been marked as Deposition Exhibit 24.

17 Can you identify that document?

18 A. It's a price later marketing agreement

19 number 1001 issued by Grand Forks Bean Company to

20 Chuck Nelson/Nelson Farms. I guess would you want

21 to note that it was issued on March 1, 2009?

22 Q. Okay. That's the date down on the bottom

23 there that you're reading, March 1, 2009?

24 A. Yeah. About two-thirds of the way down

25 the page, I guess.
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1 Q. Okay. Do you see a stamp on the

2 right-hand side of the agreement?

3 A. You're referring to the canceled?

4 Q. Yes. What is that marking there?

5 A. Well, I -- I would assume that when

6 Mr. McGurk paid off this -- paid Mr. Nelson for

7 these pinto beans, that it was stamped as canceled.

8 Oh, wait a minute. That's — canceled — that was

9 canceled by me, the Public Service Commission.

10 Q. Okay. So are you familiar with a stamp

11 that would be canceled --

12 A. Yes.

13 Q. -- NDPSC?

14 A. Yes. We had a stamp along then.

15 Q. Okay. And so that was something you

16 would -- you would use in conducting inspections at

17 warehouses; is that true?

18 A. Yes .

19 Q. Okay. And what would be the purpose of

20 using it?

21 A. Well, the main purpose was for warehouse

22 receipts, but on occasion I would use it to -- to

23 mark documents as being canceled, paid.

24 Q. Okay. And is there a date in the middle

25 of the stamp there?
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1 A. Well, it's something 8, 2009. Is that

2 August? It could be August. Kind of hard to read,

3 but -- does that coincide with the --

4 Q. Do you recall any other times in August of

5 2009 that you would have been up at Grand Forks

6 Bean Company, Incorporated, other than the

7 inspection on August 18?

8 A. No, I don't.

9 Q. Okay.

10 (Deposition Exhibit 25 was marked for

11 identification.)

12 Q. (MR. SCHROEDER CONTINUING) I'm showing

13 you what's been marked as Deposition Exhibit 25.

14 Do you recognize that document?

15 A. Price later marketing -- oh, yes.

16 Q. What is it?

17 A. It's a price later marketing agreement

18 between Grand Forks Bean and Ken Rich Farms.

19 Q. And what's the date towards the bottom of

20 that agreement?

21 A. October 7 -- October 25, 2007.

22 Q. Okay. And is there a canceled stamp on

23 that agreement?

24 A. Yes, there is.

25 Q. Okay. Is that a stamp that would have
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1 been used by you?

2 A. Yes, it is.

3 Q. Okay. And that would have been used at

4 that August 18, 2009 --

5 A. Yes.

6 Q. -- inspection?

7 Would Exhibit 24 and 25 have been part of

' 8 your records review?

9 A. Yes, they would. The stamp clearly

10 indicates that they were.

11 Q. Okay. And at that August 18, 2009,

12 inspection, were you following the grain warehouse

13 and grain buyer examination manual?

14 A. Yes, I was.

15 Q. Okay. And you would have noted with Grand

16 Forks Bean Company if there was an issue with these

17 price later marketing agreements at that August 18,

18 2009, inspection?

19 A. Yes, I would have.

20 Q. Okay. Can you describe for me the steps

21 you take when a grain warehouse insolvency is

22 beginning?

23 A. Well, I -- I would be doing whatever my

24 supervisor instructs me to do because that would be

25 the point of -- of receiving the documents would be
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1 at the licensing division office, and from there we

2 would confer and decide where or what we're going

3 to do, you know, go — if it's to go and measure

4 the inventory or investigate the records or both

5 or -- depending on the circumstances and the

6 location of the records and all those sorts of

7 things. So it would be a decided issue at the time

8 of the insolvency.

9 Q. Did you conduct a search of the records

10 for Grand Forks Bean anytime after November of

11 2014?

12 A. Yes, I did. I -- well, the very first

13 records were submitted by Tad McGurk, you know, the

14 manager at the time through the — whoever was

15 doing his accounting, so they were submitted

16 electronically to the licensing division office.

17 Q. Okay. Did you physically go to the Grand

18 Forks Bean facility and retrieve any records?

19 A. I went to the Grand Forks Bean facility

20 and met with Mr. Tad McGurk, and the issue at that

21 time was the warehouse receipts and the warehouse

22 receipt book, and he didn't have any idea. So with

23 his permission and his observance, I went to the

24 other office, the desk, and we started digging

25 through the drawers and I came up with the
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1 warehouse receipt book, because at that point we

2 were — we were, you know, concerned -- in the part

3 of the records process to find that to see if there

4 was anything outstanding in that book.

5 Q. So any of the records that you were able

6 to retrieve involving Grand Forks Bean Company,

7 Incorporated, in -- after November -- November 18,

8 2014, all of those were turned over to the Public

9 Service Commission, like your supervisor?

10 A. Yeah. Well, yeah, the -- the warehouse

11 receipt book Mr. Tad McGurk had in his possession,

12 and that ended up with the box of stuff that 1

13 retrieved from — was it the bank or the law

14 office, you know, right before we moved the

15 inventory? But while 1 was at the Grand Forks Bean

16 prior to moving the inventory waiting for the legal

17 process to go through, 1 located all of the scale

18 tickets in another, you know, drawer, and those are

19 in the possession of the licensing division office

20 there at the office with the rest of the records.

21 And those scale tickets, 1 went through each one of

22 them and compared them to the Excel assembly sheets

23 and found no errors or no problems there, so --

24 Q. So there aren't any records that wouldn't

25 have been turned over to the Commission?



45

1 A. Not that I could find. I mean, yeah, most

2 of them were -- were in the possession of

3 Mr. McGurk or that chain of people or what I could

4 find at the office. I would have liked to have

5 found more, but I don't know -- they're gone --

6 where they are.

7 Q. So any records you have have been turned

8 over to --

9 A. Yes.

10 Q. Okay. For the -- do you recall any of the

11 conversations you had with Tad McGurk involving

12 Grand Forks Bean Company?

13 A. Yes, I guess. Do you have anything

14 sped f i c or --

15 Q. Okay. Well, what do you recall discussing

16 with Tad McGurk?

17 A. Well, I -- I went and met with him

18 about -- regarding the warehouse receipt book and

19 we found it, and then there were some warehouse

20 receipts that the originals were missing from the

21 book issued to Walton Ag, another bean dealer. And

22 I says. Well, we need to find out if these are

23 obligations or if they've been paid, and he, you

24 know, dug into that. And they had been paid and

25 shipped, and Walton Ag returned the original white
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1 copies of the warehouse receipts, so there was

2 no -- we could determine no obligations under

3 warehouse receipts.

4 Q. Have you ever spoken with Ron Adams?

5 A. Ron Adams? I met -- yeah, at the -- the

6 meeting with the — oh, I'm drawing — the bank

7 official. Weil, Mr. Gronlie — Mr. Gronlie set up

8 a meeting at the bean plant and the farmers were --

9 you know, the producers were all there and that's

10 when 1 met Mr. Adams.

11 Q. Okay. Other than that meeting, have you

12 talked to any of the producers?

13 A. The only one 1 would have had the most

14 contact with would have been Curt Amundson, and he

15 was actually the guy that was -- when 1 went to

16 sample the beans that day when we met with all the

17 farmers, he came up on the catwalk and — you know,

18 in the process of me wading around in the beans and

19 getting the samples, he was up on the catwalk with

20 a box collecting the bags and assisting me. And

21 then when we moved the inventory out of the bean

22 plant, he was quite helpful with his tools and

23 machinery and stuff to help us get the doors open

24 and move the inventory. So he's the one 1 had the

25 majority of the contact with.
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1 Q. Okay. Other than the physical -- the

2 beans themselves and moving them, any discussions

3 with Curt Amundson regarding Grand Forks Bean

4 Company?

5 A. Well, yes. You know, him and --

6 Mr. Amundson and Todd were good friends and he

7 was — you know, I met with — he talked to me

8 about the offset -- you know, the $52,000 seed

9 offset as being too high, and he wanted — he

10 needed -- you know, he had this so-called

11 friend-to-friend agreement that Todd McGurk could

12 use his trucks, conveyors, whatever, and he would

13 get those -- those pinto bean seeds at cost. But I

14 says. Well, we need some documents and I have none

15 so, you know, that's -- that's where that's at. It

16 was like basically, gee, I'd like to help you, but

17 I need paper documents. I can't go on hearsay to

18 justify giving you a better price on your offset

19 for the pinto bean seed. That's probably as much

20 contact as I had regarding any of that, so --

21 Q. Okay. So then other than that -- that

22 producer meeting, any conversations with Nick Adams

23 that you recall?

24 A. No. Those -- the majority of those

25 people, I met them at that meeting and I -- when we
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1 were moving the beans, I think Brent Baldwin

2 stopped by and a Mr. Altendorf stopped by one time

3 and they just wanted to see how things were going.

4 It was just chitchat. There was nothing about --

5 specific to their situation or anything. Oh, and

6 Mr. -- Mr. Buzz Baldwin also swung by there one --

7 as we were moving beans. 1 happened to be outside

8 by the truck, and he drove up and we talked a

9 little bit and he left.

10 MR. SCHROEDER: Okay. 1 think that's all

11 1 have. Anybody else have any questions they'd

12 like to ask of Mr. Erdmann?

13 MR. GAUSTAD: This is Dan Gaustad. 1 just

14 have just a couple of questions.

15 EXAMINATION

16 BY MR. GAUSTAD:

17 Q. Mr. Erdmann, 1 represent Brent Baldwin,

18 Baldwin Farms, Inc., and Duane Altendorf in this

19 matter. And you had mentioned that you had had a

20 conversation with Mr. Altendorf, Brent Baldwin and

21 Buzz Baldwin when you were moving the beans?

22 A. Yes.

23 Q. And that was sometime the end of 2014,

24 maybe it was January 2015; is that your

25 recollection?
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1 A. That would have been late January or early

2 February because it was, I think, the last week in

3 January when we started moving and we ended up

4 finishing the first week in February. So it would

5 have been in that time frame when we were moving

6 those beans that they would have stopped by.

7 Q. So January, February of 2015?

8 A. Correct.

9 Q. And I understand you did this inspection

10 in February 2014 and there was a lot of questions

11 that occurred at the Grand Forks Bean facility. At

12 that time did you speak to Duane Altendorf at all?

13 A. I spoke with Duane Altendorf in that same

14 time frame when we were moving the beans out of the

15 facility, just was driving by or stopped --

16 Q. I want to take you back to the

17 February 2014 time frame.

18 A. No, I didn't --

19 Q. When you were --

20 A. I spoke --

21 Q. When you were doing that inspection, did

22 you speak to Mr. Altendorf at all?

23 A. No, I didn't.

24 Q. How about Brent Baldwin?

25 A. No, I did not.
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1 Q. How about Buzz Baldwin?

2 A. I did not speak to him either.

3 Q. How about anybody -- an employee or any

4 agent of Baldwin Farms, Inc.?

5 A. No.

6 Q. Okay. And I want you to pull out the

7 Exhibits 18 and 20.

8 A. 20 and 18. Okay.

9 Q. I think Exhibit 18 is -- it's got 1108 in

10 the upper right-hand corner; is that right?

11 A. Yes. That's correct.

12 Q. Between the date of September 12 of 2013

13 that's on that document through the -- the date of

14 your inspection in February 2014, did you speak to

15 Brent Baldwin at all?

16 A. No, not that I recall.

17 Q. How about Buzz Baldwin?

18 A. No.

19 Q. How about anybody with Baldwin Farms?

20 A. No.

21 Q. And if you could turn to Exhibit 20.

22 That's got number 1111 in the upper right-hand

23 corner.

24 A. Yes .

25 Q. Looks like it's dated September 23 of
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1 2013?

2 A. Yes.

3 Q. From that date until the date through your

4 inspection, did you speak to Mr. Altendorf at all?

5 A. No.

6 Q. So would it be fair to say your first

7 conversations with Mr. Altendorf, Brent Baldwin,

8 Buzz -- or Buzz Baldwin occurred at the time that

9 the beans were being moved in January, February

10 2015?

11 A. That would be correct.

12 Q. Then if I could -- you could turn to --

13 and, I'm sorry, it's Exhibit 18.

14 A. Okay.

15 Q. It's got 1108 in the upper right-hand

16 corner.

17 A. Yes.

18 Q. For Baldwin Farms, Inc./Brent Baldwin?

19 A. Yes .

20 Q. Per your inspection did you review any

21 other documents that had Baldwin Farms, Inc., on it

22 other than the one that's been marked as

23 Exhibit 18?

24 A. Well, there would have been assembly

25 sheets associated with these contracts.
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25

Q. I guess I should have clarified. Any

other price later marketing agreements that had

Baldwin Farms, Inc., on it --

A. Not that I recall.

Q.

A. No .

I have

questions

— or —

52

MR. GAUSTAD: Those are all the questions

Thank you.

MR. BEEHLER: This is Beehler. I have no

MR. MELLAND: This is Melland. I have no

questions.

MR. ARMSTRONG: No questions. Read and

sign

(Concluded at 1:55 p.m., the same day.
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1 CERTIFICATE OF DEPONENT

2

3

1, TIMOTHY ERDMANN, the deponent in the

5 foregoing deposition,

6 DO HEREBY CERTIFY that I have read the

7 foregoing and attached 52 typewritten pages, and

that the same are, with changes or corrections, if

9 any, set forth on the following correction sheets

10 (setting forth the reason assigned for each change

11 or correction, and duly signed by me), a full,

12 true, accurate and correct transcript of my

13 deposition on oral examination given at the time

14 and place therein indicated.

15 Dated this day of

16 2016.

17

18

19

20 TIMOTHY ERDMANN

21

22

23

24

25
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1 CERTIFICATE OF COURT REPORTER AND NOTARY PUBLIC

2

STATE OF NORTH DAKOTA )

3 ) ss .
COUNTY OF BURLEIGH )

4

BE IT KNOWN that I, Stephanie A. Smith, a
5 Registered Professional Reporter, took the

deposition herein pursuant to notice or agreement;
6 that I was then and there a Notary Public in and

for said County and State; that I exercised the
7 power of that office in taking said deposition;

that by virtue thereof, I was then and there
8 authorized to administer an oath; that said

witness, before testifying, was duly sworn to
9 testify the truth, the whole truth and nothing but

the truth relative to the cause specified therein;
10

That the said deposition, having been
11 transcribed, was subsequently submitted by me to

the said witness, who thereupon read the said
12 deposition and made changes or corrections, if any,

as appear noted therein, along with the reason for
13 each thereof, and that the said deposition was

thereupon subscribed to by the said witness; that
14 the examination was conducted at the time and place

therein specified on behalf of the respective
15 parties as therein indicated; that the foregoing

and attached typewritten pages contain a full,
16 true, accurate and correct transcript of my

shorthand notes, as they purport to contain, then
17 and there taken;

18 That 1 am neither attorney or counsel for,
nor related to or employed by, any of the parties

19 to the action in which said deposition is taken;
and, further, that 1 am not a relative or employee

20 of any attorney or counsel employed by the parties
hereto or financially interested in the action.

21

WITNESS MY HAND AND SEAL this day of
22 f 2016.

23

STEPHANIE A. SMITH

24 Court Reporter and Notary Public
My Commission expires: 6-19-16

25
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Memorandum

TO: Industry &Interested Parties

FR: PublicService Commission

DT August 2005

RE: Grain Warehouse &Grain Buyer Examination &Safety Manual

Attached is acopy of the current Grain Warehouse &Grain Buyer ^aminatlon &
Safety Manual. This manual, which was developed in 1997, has recently been revised to
identify the procedures and practices currently used by state (&
inspectors while conducting grain warehouse and gram buyer examinations. This manual
also contains the current laws, rules, and examination report forms.

One of the most substantial changes to this manual was the addition of the ^fety
Examination Guidelines. These guidelines have been reviewed by the Commission s
warehouse Inspectors and they have been Instruded to follow these safety guidelines to
the best of their ability while conducting examinations.

The inspectors face many potential hazards while conducting examinations and
they have aright to expect asafe environment in which to work. An effective safety
program wiH assist the inspectors In protecting themselves and others from work place
hazards and reduce or prevent accidents.

Please Note: Exhibit I- Grain Warehouse &Grain Buyer Laws, Rules and
Policies and Exhibit II - Examination Report Forms are not included in this document. If
you would like a copy of the laws, rules, or policies that are part of this manual, they are
available on the Commission's website. If you would like a copy of the examination
report forms, please call our office and copies will be forwarded to you.

ijEPOSmON
BOttBIT

PSC 2203



North Dakota

Grain Warehouse & Grain Buyer

Examination & Safety Manual

For Use By
State and Private Inspectors

Licensing Division
Public Service Commission
Twelfth Floor - State Capitol

Bismarck, North Dakota 58505-0480
Phone: 701-328-4097

Facsimile: 701-328-2410
E-mail: srichter@state.nd.us

Website: www,DSc.state.nd.us

August 2005
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Forward

This North Dakota Grain Warehouse Inspection Manual wasdeveloped in 1997 by

the Public Service Commission (Commission) in conjunction with the North Dakota Grain
Dealers Assodation and a variety of interested parties. The manual identified the
warehouse Inspection procedures used by all state and private inspectors when
conduding exams at North Dakota licensed facilities.

In 1999, the Commission purchased ExamHand, a field examination software
program custom developed for use by inspectors during examinations. This manual has
been revised to: Identify the current procedures and practices used by the warehouse
Inspectors during their exams, including the procedures used when examining roving
grain buyers; include the examination report forms generated by the ExamHand program
based on information provided by the inspectors dunng exams; and incorporate the
statute changes impacting licensees and patrons. Asetof safety guidelines that
inspectors must follow while corwlucting examinations has also been Incorporated into the
manual. The manual is now identified as the "North Dakota Grain Warehouse &Grain

Buyer Examination &Safety Manual."

The homeland security concerns have resulted in the inclusion ofa simplified

security plan procedure for this manual. The US Department of Agriculture's Commodity
Credit Corporation requires a security plan in accordance with the Uniform Grain and
Rice Storage Agreement contract. The Commission does not have authority to require
licensees implement a security plan; however, licenses are encouraged to develop a
fadKty vulnerability assessmentandfacility securityplan.

The procedures identified in this manual will help ensure examinations are
conducted uniformly andsafely for the benefit ofwarehousemen, grain buyers,

warehouse patrons, and inspecting entities.

Background

For many years a large majority ofgrain warehouses In Nortti Dakota stored

federal grain and were regularly Inspected by federal inspectors. Thewarehouses

inspected by the state inspectors have been involved primarily in the specialty Industry

including facHities handling commodities suchas edible beans, peas and lentils, and

PSC 2205



organic and crushing and processing facilities. The inspection program was created to
identify and develop an inspection program for the warehouses not inspected by federal
Inspectors.

The federal government's ongoing efforts to dovynsize their grain interests have
created a greater demand for the slate inspection program. The Commission's two grain
warehouse Inspectors perform approximately 130 grain warehouse inspections a year. In
addition to inspecting the roving grain buyers located in state. There are approximately
315 state warehouses, 95federal warehouses, and 50roving grain buyers licensed In

North Dakota.
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Introduction

Commission grain warehouse inspectors conduct an examination to: (1) physically
Inspect each state grain warehouse facility to determine if the licensee is using only
approved space and whether the stated capacity at each facHHy Is accurate to ensure
adequate bond; (2) to physically measure all grain on hand at each facility to determine if
the Inventory agrees with company records and are of akind, quality, and quantity
sufficient to cover all outstanding storage obligations; and (3) determine if each licensee
is adhering to generally accepted business practices and applicable laws, rules and
Commission policies.

This manual Identifies each subject area that must be reviewed as part of the
examinaticm process. Each item must be reviewed regardless of whether the
examlnafion Is conducted by a Commission inspector or by an authorized private
inspector. Each inspector shall.

1. Review company operations to determine Kthe Bcensee is adhering to generally
accepted business practices and state warehousing (or buying) laws and rules.
Every document used by the licensee must comply with statutory requirements
and bear the same company name. Every requir^ notice must be posted
appropriately. ^ » a j 4 u. 4\

2. Physically inspect each warehouse facility, both on and off-site, to determine n: 1}
the licensee Is using only approved space; 2) each stated physical capacity is
accurate; and 3)the company isadequately borxled.

3. Physically measure all grain on hand to determine if inventories agree with
company records and are of akind, quality, and quantity sufficient to cover all
outstanding storage obligations.

The final product of an examination is the issuance of a memorandum of
adjustment This memorandum must identify all deficiencies found during the
examination and must be presented to the licensee for review and signature atthe
conclusion of the examination. Acopy should beretained by the licensee and the
warehouse inspector. The inspector must file a copy of the memorandum of adjustment
with the Commission within seven (7) calendar days. If the memorandum lists formal
recommendations, the licensee has thirty calendar days from the date of issuance of the
memorandum of adjustment to provide the Commission with awritten response, unless
specified violations require immediate action.

PSC 2208
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If the examination was perfOTmed by a private injector, the licensee must send a
copy of his response to the Licensing Division and the inspector performing the
examination. The inspector must, within seven days of receipt of the response, notify the
Commission's Licensing Division of his opinion concerning the licensee's response.

Alicensee may be found in violation of state warehousing and grain buying lav^
and rules 'if the Commission determines the sHuation warrants and *rf the licensee's
responses arKi corrective actions are kisufficient, Acomplaint may be issued
immediately following an examination if a serious violation is found.

The follovying sections discuss related procedures and reporting requirements in
more detail. Governing laws, rules and division policies arepresented in Exhibit 1.

Pre-Examination Preparation

The examination process will be more efficient and effective if the inspector is
famfliar with the company and has a complete setof necessary records. Information, and
equipment when the examiner arrives at the warehouse. Some of these items are
generic whBe others are specific to the licensee being examined.

Generic Items - Generic Kems wHI be needed for each inspection. The inspector

is responsible for procuring and having the following items at his orher disposal when
conducting an examination.

1. Safety equipment such as steel toed boots.
2. Coveralls.

3. Coldv^ther clothing when in season.
4. Measuring equipment.
5. Flashlight.
6. Acopy ofcurrent stategrain warehouse orgrain buyer laws, rules andpolicies.

Specific Kems - In addition togeneric items needed for virtually all licensees,

inspectors should plan ahead to ensurethey have specific Items needed to conduct a

comprehensive inspection ina timely manner. Necessary items include:

1. Acopy of the most recent inspection report.
2. Acopy ofthe current bin chart, warehouse diagram, and statement ofcapacities.
3. Copiesof relevantCommission orders since last inspection.

If an inspector does not haveany ofthese items, copiesare available from the

Commission's Licensing Division. Private inspectors should aHow at leastten daysfor

delivery following the submittai of their request.
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General Observations

Whenever possible, examinations should be unannounced. Upon arrival.
Inspectors should Introduce themselves to the manager/bookkeeper, brief him or her on
the purpose of the visit and time frame expectations, and make arrangements for use of
office space, personnel, and access to records, eta Initial examination activities should
Include acheck for all Items licensees are required to post, verifying applicable
documents are current.

1. License.

2. Price offerings.
3. Notice of procedures for resolving disputes over grain.
4. Credit-sale contract Indemnity fund poster.
5. Storageand handling policy.
6. Bean redelivery policy.
7. Notice of modified office hours (if applicable).

Inspectors shall note warehouse conditions that might be Indicative of underlying
problems. These conditions might Include things such as:

1. Facilities In disrepair.
2. Untidy office and elevator.
3. Uncooperative warehouseman or staff.
4. Out of condition grain (rodent or bird droppings, bugs, and/or sour smell).
5. FacQities not open for txjsiness.

The inspector should note every concern on the memorandum of adjustment
discussed later in this manual.

Business Practices

Licensees must adhere togenerally accepted business practices. In addition to

maintaining a complete and current daily position record, licensees must use the
documents discussed In the fcrflowing sections to accurately record and track their

company's grain transactions.

Scale Tickets- Ascale ticket orcomparable receipt must be issued for each load

of grain received and must t>e uniform and consecutively numbered. The original scale
ticket must be given to the person delivering the grain. All scale tickets must be
converted into cash, noncredlt-sale contracts, credit-sale contracts, orwarehouse

receiptswHhln forty-five days after the grain Is delivered to the licensee (North Dakota
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Century Code (NDCC) §6(W)2-11. NDCC §60-02.1-01(2), &North Dakota Administrative
Code(ND Admin. Code) §69-07-03).

Scale tickets must by issued in consecutive order and must contain the name of
the licensee, the receiving location, the name of the depositor, the type of grain, the per
centum of dockage, the test weight, and the gross, tare, and net weights (ND Admin.
Code §69-07-03-01). Acopy of the scale ticket(s) being used must be filed with and
approved tyy the Commission.

Inspectors should verify scale tickets and all other Hcense documents bear the
same name used on the license issued by the Commission. The scale ticket examination
procedures are outlined in Exhibit tV.

Warehouse Receipts and Open Storage - The grain held by a licensee may be
one or more of the following:

1. Company owned grain.
2- Warehouse receipt grainstored for the receipt holder.
3. Open storage grain delivered to the warehouse within the past forty-five days and

the scale ticket has not beenconverted tocash, warehouse receipt orcredit-sale
contract

4, Grain bank grain stored for later use by the owner.

Grain warehousemen offering storage services must use approved warehouse
receipt forms. These receipts must contain the information specified in NDCC §60-02-16
&17 (see Exhibit I).

An examination must include a review of all warehouse receipts issued since the

last examination. As a part of this review, the inspector should initial and date all
canceled warehouse receipts. All open warehouse receipts should be listed on a

warehouse receipt register. The warehouse receipt examination procedures are outlined
in Exhibil Vand theopen storage examination procedures are outlined in Exhibit VI.

Credit - Sale Contract - A credit-sale contractis defined by lawas a written

contraclTor the saleof grain whereby all or a portion of the-priee isto be paidtor-may be
paid more than thirty days after delivery or release of the grain for sale and which
contains the notice provided in subsection 7of §60-02-19.1 (NDCC §60-02-01(2)) and
§60-02.1-14 (NDCC §60-02.1-01(2)). Common forms of credit-sale contracts Include:
deferred payment, delayed pricing, no price established, installment sales, basis fixed, or
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variations of these contracts by another name. Each credit-sale contract must be fuMy
executed between the buyer and the seller. Acredit-sale contract must be signed to be
vaHd and enforceable. If the buyer has secured independent bond coverage, the amount
of bond available must be Identified in the contract disclaimer. If no credit-sale contract
bond coverage Is available, adisclaimer must be printed in bold type Immediately above
the signature block on the contract with the language Identified In ND Admin. Code §69-
07-03-06. Although there may not be bond protection afforded to those entering into
credit-sale contracts, an Indemnity fund was created by the 2003 Legislature that
provides protection for unpaid credit-sale contracts executed after August 1,2003.

The aedit-sale contract examination procedures and indemnity fund examination
procedures are outlined in Exhibit VII.

Licensed Physical Capacity

Alicensed public warehouse cannot use space to hold grain unless the space is
licensed. This requirement applies to internal storage, including on-site and off-site
storage and ground storage. Space must be licensed based on the physical capacity of
the facility and not the volume of grain In the facility. All space must be licensed whettier
it is used for company owned grain, warehouse receipted grain, etc. Awarehouseman s
bond requirement Is tied to its physical capacity (ND Admin. Code §69-07-02-02). The
use of unlicensed space Is considered a major violation and may begrounds for an
Immediate complaint.

Space that is physically connected to a warehouse must belicensed unless it is
being used as anapproved receiving station as provided for In NDCC §60-02-07.2.

Each examination must verify the physical capacity ofthewarehouse and

determine whether or notthe warehouseman is using any unlicensed and/or under

bonded space. Verification activities must include a comparison of the firm's facHities
with the warehouse diagram, bin chart, and statement of capacities that are on file with
the Commission. Newly constructed oroff-sRe bins added to the warehouse's capacity
since the last examination must be measured and added to the forms. Inspectors must

file updated capacity forms with the Commission along with thememorandum of
adjustment as discussed later. Unsafe facilities should not be examined and should be
noted on the memorandum of adjustment.
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Physical Inventory &Quality Check
Each warehouse examination must inciude verification of the company's grain

stocks. This process must include the physicai examination of ali space associated vwth
the licensee including off-site storage space. Inspectors should watch for unsafe
conditions as identified in the safety section. Unsafe storage facilities should not be
entered or measured and should be reported as zero bushels or hundredweight on the
bin measurement.

All bins must be Inspected to determine the kind, quality, and quantity of grain
stored In them. Screenings are not considered "grain" and should not be counted as
inventory. Measured inventories must be compared vwth book Inventories.
Discrepancies and quality problems must be noted in the memorandum of adjustment.

The inventory process should include a review of the warehouseman s bin charts
to ensure they are accurate. Inspectors must be diligent to watch for the use of
unlicensed space. To determine the quality of stored grain, inspectors should:

1. Loc^ for poor quality grain received when reviewing sc^e tickets.
2 Look for conditions indicating deterioration of grain while In storage.
3! Compare samples retrieved with the kind of grain indicated in bind dunng the

measurement. . *. u
4. Assess adverse storage conditions to determine when bins were emptied last.

they have not been emptied in two years or more, attempt to recover a
representative sample from the bin(s) for quality testing.
Following the completion of the warehouse measurement, the inspector must

cross-check the findings wfth the inventories reported in the warehouseman's daily
position report. Inventories must be sufficient to cover warehouse receipt and open
storage obligations (ND Admin. Code §69-07-03-10). Significant shortages may be
grounds for a complaint and should be noted on the memorandum of adjustment.

The liquidity review procedures are outlined in Exhibit VIil.

Examination Report Forms

Warehouse inspectors should make every effort toobtain all necessary

information and documents while at the warehouse. All reports and related work papers
should be finalized for submission to the Commission's Licensing Division. A
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memorandum of adXistment must be created for every exam. The following items may
be included when applicable:

1. Statement of Obligations and Inventory.
2. BinCapacity Chart.
3. Warehouse Diagram.
4. Statement of Capacities.
5. Working Capital Report.
6. Risk Position Report.
7. Payables/Recelvables Report.
8. Storage Report.
9. Open Warehouse Receipt Register.
10. Contract-Report.
11. Document Check.

Inspectors should conduct an exit Interview with the licensee prior to departure.
Interviews should Include a review of items listed on the memorandum of acflustments.
Inspectors should note on the menH)randum of adjustment and verbally emphasize all
items requiring a formal written response to the Commission. The licensee should
acknowledge receipt of the memorandum of adjustment by signing it In the appropriate
place. If the memorandum of adjustment is no! compleled during the exam. It should be
provided to the licensee for appropriate signature once all information necessary to
complete It is received. Acopy of the completed memorandum of adjustment should be
provided to the licensee.

Memorandums of adjustment containing findings on the use of unlicensed space

or insufficient grain on hand to cover outstanding warehouse receipt obligations should
immediately be electronlcalty fonvarded or faxed to the Licensing Division.

The memorandum of adjustment must be filed with the Licensing Division In
person or via e-mall or firsl-dass mall, within seven (7) calendar days of completion of
the examination. Inspectors must inform the Licensing Division If a written response is
required ofthe-llcensee. The warehouseman's written response to the memorandum-of
adjustment must be received by the Licensing Division within thirty (30) days of
issuance. When a response is received, a copy will be provided to the inspector Involved
for evaluation. Within five (5) days of receiving a copy of the licensee's response, the
inspector riHJst provWe the Licensing Division with a recommendation concerning tiie
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appropriateness of the Hcensee's response. Subsequent action will be based on input
received from ail staff.

If a private inspector has been used, the licensee must also send a copy of its
response to the memorandum of adjustment to the inspector conducting the
examination. Private inspectors must file a letter of response with the Licensing Division
within seven (7) days of receipt of the licensee's response. The inspector's response
should state whether the warehouseman's corrective actions areadequate. If the
corrective actions areconsidered inadequate, the inspector should make specific
recommendations concerning appropriate actions needed. Subsequent action will be
based on input received from all staff.

All examination report forms are identified in Exhibit II.

Facility Vulnerability Assessment &Security Plan
State law does not require a licensee file a facility vulnerability assessment &

security plan (Plan). However, licensees are encouraged to develop a Plan for use at
their facilities. For security reasons, the Plan developed by the licensee should not be
available for public disclosure, but should be kept confidential. The Plan should include
measures to protect grain handled and stored at the facility. Licensees should coixJucl a
facility vulnerability assessment and establish procedures that address the:

1. General security of the physical structures andgrounds ofthewarehouse.
2. Shipping and receiving procedures to ensure gram is not sul^ect to tampering.
3. Action to be taken in the event of a national emergency.
4. Contact information for local security authorities.
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Exhibit I

Grain Warehouse & Grain Buyer

Laws, Rules and Policies
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Exhibit ii

Examination Report Forms
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Exhibit III

Dally Position Report
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Daily Position Report

Upon arrival at the facility secure the daily position report.

1. Copy all stocks ofgrain and note dateof lastentry.
2. Document the reason for any large position change from position on arrival to

position on completion.
3. Verify the daily position report has separate columns for each commodity.
4. Verify the accuracy of grain position posting to daily position report.
5. Check five consecutive days Immediately prior to examination cut-off for daily

position report inconsistencies. Verify numbers to make sure of load outs, check
bill of ladings on rail cars and bill of ladings on trucks, and make sure they were
included on the dally position report on that day.

6. Review each day's ending Inventory totals and verify the same figure is carried
over to start the next day.

7. When reviewing a manual daily position report, select two days each month vi4ien
company - owned is lowest and / or when entries have been erased.
Mathematically check theaccuracy of the company-owned column.

8. Check dally position reports for over shipped positions during each month. All non
In-transit grain owned or held by a licens^ warehouseman must be held In a
licensed and bonded warehouse, either within or outside the state. When grain is
held in space outside of North Dakota, a non-negotiable warehouse receipt must
be issued to the licensed grain warehouseman for the grain and'the bond must be
Increased to cover the obligation.

9. Awarehouseman must maintain a grain inventory sufficient to cover outstanding
obligations. The failure to maintain Inventories sufficient tocover outstanding
scaletickets and warehouse receipt obligations must be documented on the
memorandum ofadjustment. All grain shortages should be discussed with the
warehouseman upon completion ofthe examination. The inspector should inform
thewarehouseman that significant shortageswill likely resuK inthe filing of a staff
complaint.

10.Cash purchases remain in openstorage orwarehouse receipted until checks are
sent. (Checks should not be held for extended periods.)

Thedaily position report should be current and mustcontain the following

informatbn.

1. Date of transaction.
2. Total quantity of all grain received from scale tickets (netgrain).
3. Total quantity ofall grain loadedout (trucks and rail cars in shipments register)

(net grain).
4. Inventory adjustments (acquired by shrink from drying, cleaning, or destination

unloading weight adjustments). Shrink adjustments should be done monthly or
quarterly (considerwarehouse history as a guide for shrinkage).

5. Total grain inventory.
6. Total grain on open storage.
7. Total warehouse receipted grain.
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8. Total unpaid company owned grain.
9. Total paid company owned grain.
10.Grain shipped to terminal for storage (may be covered by non-negoliable

warehouse receipts oropen assembly sheet).
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Exhibit IV

Scale Ticket Examination Procedure
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Scale Ticket Examination Procedure

A. Scale tickets must befiled numerically.

1 Scale ticket Information Is usually routed to customer af ('"ck*"®®
assembly sheets, settlement sheets, grower sheets or delivery shee^.

2 Each scale ticket must be numbered consecutively. One
be retained and filed numerically to remain as ape^nent record.
scale ticket must be delivered to the person from whom the gram is revived.
Each scale ticket must beconverted into
contract or warehouse receipt within 45 days after the gram is delivered (NDCC §§
60-02-11 and 60-02.1-01(2)).

B In the numerical scale ticket file, select at random two tickets at least 51 numbers
apart and check the next 50 numbers to verify no tickets are missing.

Pre-selecl scale tickets for adocument check. Select twenty stale tickete or nrwre.
at random, and follow through to conversion. The inspector must verify conversion of the
followino options by the identified processes.

1. Paid grain - go to settlement sheet and canceled check.
2. Warehouse receipt grain - verify if warehouse receipt is open and found on the

warehouse receipt report.
3 Ooen storage - verify to open storage report.
4, Credit-sale contract - verify to corresponding credit-sale contract report (check for

signed contract).
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Exhibit V

Warehouse ReceiptExamination Procedure
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Warehouse Receipt Examination Procedure

1. Check and record the disposition of at least ten warehouse receipts canceled
the last examination. If less than ten receipts were issued since the last examination,
check and record the disposition ofall warehouse receipts.

2 Record each open waretx)use receipt.
3. Each warehouse receipt should be canceled by writing the following information on

the receipt:
A. Date canceled.
B. Check number.
C. Contract number.
D. Loading order, and
E. Reissued warehouse receipt number.

Warehouse Receipt Information

Verify each warehouse receipt is commodity and quantity specific, accounted for,
and if canceled, verify return of receipt to warehouse receipt tiook. The inspector must:

1. Verify company owned grain is sufficient to cover all collateral and non negotiable
warehouse receipts Issued since the last examination.

2. Verify postings to daily position (dates of issuance and cancellation) for a^uracy.
3! Confirm via fax. mail or telephone that all open collateral warehouse rer^ipts at

cut-off are in the possession of and being used ascollateral by the lending
institution(s). and .u • .j-

4. Confirm dates of cancellation coincide with the dates of release by the lending
Institution(s).
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Exhibit Vi

Open Storage Examination Procedure
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Examination Procedure for Open Storage

1. Review d^very and assembiy sheet issue dates on all open storage grain for
violation ofthe forty-five day conversion rule.

2. Review and verify grain accounting classifications which have not been converted to
warehouse receipts such asgrain bank, CCC open storage, storage loading order,
etc.

3. Review mathematical calculations ofcustomer openstorage records.
4. Record aH categories of open storage in thestorage register.
5. Total an open storage and grain bank grain and reconcile with the various categories

on the daily position report.
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Exhibit Vil

Credit-Sale Contract and
Indemnity Fund Examination Procedures
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Credit-Sale Contract Examination Procedure

1 Examine contracts to verify that each type of contract used by the licensee contains or
i" NDCC §§ 6(W)2-19.1 and 60-02.1-14 and each

these Items has been completed when the contract was executed.
2. Review and record all unpaid or open credH-sale central^. All conlr^ must be

accounted for In the licensee's records. Any discrepatwes such as _
signatures, duration dates, etc. should be noted. If an inspects discovOT wp^^
contracts, the Inspector should remind the licensee the contracts must "
the licensee asks for setUement options, an Inspector may
options, but must never direct the licensee to use aspecific procedure. The inspector
"a. '̂ iSiment sales or deferred payment contracts Indicate a

final dollar amount payable and are recorded asaccounts payable In the

B. Contracts such as priced later or basis fixed indicate a grain
and no final dollar amount and are recorded under contracted unpaid company

C Advances received are recorded correctly. Typically, basis fixed contracts areadvanced 70to 80% of the contract value at date of issue. .
3 Compare the total amounts from the various contract categories against the daily

position report totals and the accounts payable totals, if applicable, and note any
4 If alar'ro quantity of grain is Inventoried under invalid contracts, the inspect^hall

move these specific quantities back to an open storage position and note shortages, if
any, on the rnemorandum ofadjustment. .

5. If a minimal amount of grain is involved with afew invalid contracts, note the contrac
numbers and Indicate these contracts and the associated problem on the
memorandum of adjustment. ^ 4^

6. Conduct a spot check of canceled or paid credit-sale contracts and follow to fina
disposition. Note any settlement disaepandes. The amount of the varies contracts
to be spot checked shall be determined by the number of contracts used by the
warehouseman since the last examination at the discretion of the inspector.
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Indemnfty Fund Examination Procedure

1. The credH-sale contract spot check should include a review to verify the IndemnHy
fund assessment is accurately applied.

2. Compare contract Issue date against the settlement date to verify.
A. Thefee Is property collected. u i -4
B. Payment made within thirty days or less of Issue date is a cash sale, and
C. Payment exceeding thirty days of Issue date Is avalid credH-sale contractrequiring assessment arid collection of fee. .

3. The inspector should review the settlement of several contracte issued in late
November and December with a January payment date to verify the accuracy of
the assessment collections.

4 Verify the licensee Is maintaining acredH-sale contract ledger either manually or
electronically. Review this ledger for accuracy In comparison to the amount of
mcxiey submitted in thequarterly reports.
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Exhibit Vlil

LIQUIDITY REVIEW

PSC 2230



Liquidity Review

This procedure assesses the licensee's potential to pay for unpaid company
owned grain. THIS REVIEW IS NOT ACOMPLETE FINANCIAL AURIT
1 Enter any grain In-transit or priced grain In terminal awaiting payment. Que^

the licensee or office staff about any advances that may have been receiv^ upon
shipment of such grain. If advances have been received, verify the amourt
(commission companies typically advance 70 -80% upon rail shipment). The
bushels entered as in-transit or forwarded must accurately reflect the gram
remaining to be paid. Reduce the bushels shipped by the amount paid by the
sdvsnco.

2 Consult with the licensee and establish the cash price to the producer for
company owned grain and priced later grain. Company owned and priced later
grain should be priced according toquality. . ^

3. Basis fixed contracts require the future price on the examiriation day at the
applicable month and location of the board of trade stated in the contract, less the
basis Indicated. . . ^ .

4. Enter the appropriate cash price on the risk position for company owned gram and
complete the mark to market application for the priced later and basis fixed gram.
This process prices out the contract grain and will appear on the contract by type
report.

5. Review the working capKal report to verify grain assets are sufficient to co>^ gram
liabilities. If there is a negative value on the working capital report, other additional
current assets such as cash in the bank, commission company balances, cash
value from margin accounts, unaccounted cash grain advances, or a combination
of net long and short positions In futures trades should be entered to reach a point
where the company liabilities are covered. The inspector should enter one
additional asset at a time and consider the process complete when a positive
working capital balance has been achieved.
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Exhibit iX

SAFETY EXAMiNATiON GUiDEUNES
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Safety Examination Guidelines

General Safety Guidelines

Warehouse inspectors must follow applicable safely guldennes to the best of
his/her abWy. Upon arriving at the warehouse the warehouse inspector shaB.
1. Announce your arrival at the faciUty before starting any phase of the wamlnatlon.
2. Verify warehouse personnel are aware of your presence. Request the

warehouseman delay operations in your immediate working area.
3 Be sutxect to the requirements of any safety program in effect at a North Dakota

warehouse while on the premises. If the warehouseman does not have a safety
program, encourage the warehouseman to consider establishing
Be famHiar with the emergency evacuation plan, signals, and routes. Krww how to
evacuate quickly inthe eventof an emergency.
Inquire about hazardous chemicals and conditions that may be encountered.
Warning signs may be empty chemical containers, taped hatches, and/or chemical
odors. u u •j

6. Not walk on the grain surface if you suspect the grain may be bndgeo.
7. Be extremely cautious of acute grain slopes, or where wading or spontaneous

action may createa hazard from sliding grain.
Be aware of deteriorating grain and mold which can emit dangerous gases and
cause an oxygendeficient atmosphere.
Conduct yourself in a professional and responsible manner, remaining alert to me
conditions that mayendanger you or others.
Know the whereabouts of eachother at all times when working with a leiloiv
inspector or another individual. Awarehouse employee rnust accompai^ the
inspector while measuring grain, unless the licensee provides the Inspector with a
radio or other communication device.

11 Dress appropriately ~do not wear loose clothing around running machinery and
belts. Jewelry can contribute to injury under certain conditions. As ageneral rute,
dangling Hems should not be worn when working outside the office. ^ ware of
wrist watches and rings when climbing stairs or ladders. Long hair should be
confined toprevent exposure to machinery and equipment.

12. Use both hands on a ladder - equipment should be stowed onyour person or
hauled up and down by rope.

13. Be famWar wHh symptoms and preventalive measures of heat exhau^ion.
14. Always use handrails when dimlxng stairs. Be alert for moisture, grain, and dust

accumulation, stay^lert for overhead obslmctions, and always^ascend-or descend
one step at a time. ^

15. Watdt for worn ordefective equipment, limit switches t)eing tied open, inoperauve
^ergency brake release, inoperative doors (tied open), arul loose counter
weights, when using man lifts. ... , .•

16. Verify catwalks are guarded with handrails, their flooring is grated or of a rK)n-^p
material, walk single file and well spaced to distribute the weight load, be alert for

4.

5.

8.

9.

10.
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overhead obstructions, when getting on oroff be sure ofyour handhold and
footing, and always walk, when using catwalks. .^ ,

17 Be provided with a safe access to the roof top examination points. Outside flat
roof storage bins must be equipped with perimeter roof railing, hand rails to each
examination point, and other acceptable safety aids asdictated by prevailing
conditions. . ^ *

18. Stay dear of vehides in the process of loading or unloading which may start, stop,
or change direction without notice.

19. Never go under or between parked rail cars.
20. Never attempt to hitch a rkJe on a moving rail car.
21. Be alert to all vehicle movement. Do not rely on theoperator to assure your

safety.

Safety Hazards

All warehouses contain safety hazards which may not be possible to eliminate.
Once hazards are Identified, they can be avoided or dealt with safely. Safety conditions
should be reviewed and addressad ateach facility. When safety hazards are identified,
the warehouse Inspector should.

1. Request the warehouseman correct the condition causing the hazard.
2. Use personal protective equipment to negate the hazard.
3. Refuse toenter the area if you perceive a condition that could reasonably be

considered a threat to your safety.

Be aware that grain dusi is highly explosive when the following elements are
present.

1. Oxygen.
2. Grain dust.
3. Confined space.
4. Source of ignition.
5. Dust In suspension.
6. Low moisture dust.
7. A minimum concentration of dust.

Although oxygen, grain dust, and confined space are always present, a source of
ignition such as afaulty electrical connection, static electricity, ahot bearing, aspark from
tramp metal in the grain stream, smoking, welding, or any similar operation producing a
spark or open flame, is needed for an explosion to occur. The presence of dust in
suspension, dust that is low in moisture, and aminimum concentration of dust should
increase awareness to potential danger. Although warehouse inspectors have little
opportunity to control the elements contributing to adust explosion, be familiar with these

PSC 2234



elements in an effort to avoid this type of hazard. If you beHeve conditions exist that are
conductive to an explosion, you should discuss your concerns with the warehouse
management and your supervisor.

Warehouse inspectors must wear personal protection equipment, as appropriate.
including:

1. Head protection -must meet the American National Standards Insmute and should
t>e worn to prevent bumping the head on an object or being struck by afalling
object. Damaged hats should be replaced immediately upon ^

2. Hearing protection -as required by the Occupational Safety &Health Art (OSHA)
must be wom when warehouse examiners are exposed to noise ator above an 8-
hour time-weighted average of85decibels.

3. Foot protection - steel toed shoes must should be wom when foot safety is a
concern. Always wear shoes with non-slip soles that provide protection for
prevailing conditions.

4. Eye protection - if you believe you wiH be exposed to chemical hazards wother
conditions requiring auxiliary eye protection, request safety non-prescription
glasses or goggles. ^ .

5. Fall protection - the licensee should provide you with safety harnesses as
necessary.

Bin Warehouse Access

An inspector's greatest exposure to safety hazards will occur while measuring
grain inventory. When accessing bins and warehouses, only safe devices should be
used. The most common devices are fixed ladders, stairways, man Hfts, catwalks, and
roof ladders. Use only equipment meeting OSHA standards. If the only access available
to a storage facility is unsafe, DO NOT access the container.

Use caution when accessing flat storage buHdings especially if equipment is in
operation. To safely inventory a flat building warehouse inspectors must.

1. Notify the equipment operator that you will be working in the building.
2. Always be aware of virhere machines are working and how long it will affect your

safety.
3. Be aware of possit>le carbon monoxide levels from the exhaust emissions.
4. Notify the operator when you leave the building.
5. Do not use the bucket for being lifted or transported.

The bin floor is generally the primary access point when inventorying conventional
wood or concrete elevators. WhHe in the bin do not:

1. Step on a manhole cover or grate.
2. Step on, walk on, orstep across a conveyor belt, even if itis idle.
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3. Step upon the cover of an auger or drag conveyor - unless it is constructed to also
be used as a catwalk In which case it must befitted with special cover and
handrails. If you are unsure, ask warehouse personnel.

4. Step across an uncovered auger or drag conveyor while it is in operation.

Always be alert for overhead obstructions and use caution when working around
spilled grain. Also be alert for oil. water, or grease spills, portable power cords, rope,
dust covers for grated openings, etc. Dust and spilled grain may hide a hazard wNch.
otherwise, could be easily avoided. Such conditions also add to the risk of fire and/or
dust explosion, and should be pointed out to management in your departure report. Also
watch for uncovered manholes and unguarded openings. You have a right to safe
access to all storage bins and It is important that you report any recognized unsafe
conditions to the warehouse management.

Ladder Use

When using ladders, warehouse Inspectors must.

1. Be aware of all overhead obstructions and beespecially alert for overhead
electricalservice lines. . , u

2. Place ladders only on solid and level footing. If using an extension ladder, be sure
the extensions are In good working order.

3. Have someone hold the ladder to prevent slipping, if it rests against a rounded or
uneven surface.

4. Be aware of overhead power lines and avoid contact.
5. Use the proper sized ladder. It should extend at least three feet above the

dismount or working level.
6. Keep the feet of a straight portable ladder out from the bin wall one foot for each

four feet of vertical distance being climbed.
7. Use only fixed ladders when access is more than 20 feet above the ground level.
8. Use cages, belts, or safety devices for primary access ladders rnore than 20 feet

long. The rungs should be evenly space and not more than 12 irx^hes apart.
9. Check for loose or missing rungs before using wood or aluminum ladders.
10 Check portable hook ladders (hanging) for rust or damage before using. Verify^

"hooks" are still rounded and free of kinks, the top is hung over a solkJ object, and
Rdoes not exceed its working limit.

11.Check fixed ladders on bin exteriors to insure they aresecurely fastened tothe
bin. Stay alert for obstructions, such as spouts, landirigs, and electrical service
wires.

12.Always use both hands v^en ascending ordescending.
13.Alvvays use extreme caution on slick, wet, or ice coated ladders and avoid

whenever possible.
14.Never climb onto a ladder until a previous climber isoff and clear ofthe ladder.
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15.Do not use a lork-lifl to reach the bottom rung ofa bin ladder or reach the
inspection door at the roof eve. w *

16. if the distance between the ground and the step-off point isgreater than 30 feet,
the ladder should be caged or partially enclosed, or equipped with another kind of
approved safety device.

Driving Safety

Travel is part of the job of being awarehouse inspector and must practice safe
driving at all times. Warehouse Inspectors must.

1. Always wear seat belts.
2. Have a valid driver's license.
3. Observe all traffic ordinances.
4. Be aware of hazardous driving conditions.
5. Always drive defensively.

The purpose of this Safety Examination Guide is to help the inspectors be aware
of the potential hazards in their work place. This guide will assist the Inspectors in
protecting themselves and others from work place hazards, and reduce or prevent
accidents. This guide does not in any way relieve the inspectors from complying with all
Commission policies.
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PUBLIC SERVICE COMMISSION

GRAIN INSPECTIONS AND COMPLAINTS

POLICY 4-04-00 (0) November 22. 2000

A. PURPOSE

This policy sets forth minimum procedures that must be followed when
conducting inspections of state licensed grain warehouses and grain buyers. It
also Identifies licensee practices that warrant written documentation by Licensing
Division Inspection personnel and either an immediate complaint fffing or toIIow-
up inspection activity to insure that corrective action has been taken by the
licensee.

B. POLICY

All inspections conducted by Licensing Division inspection personnel must result
in the preparation of a Memorandum of Adjustment (SEN 17993). These
must identify licensee operating practices that require rnodificatiori to comply with
state grain laws and rules and generally accepted business practices. This fom
must be presented to and signed by the licensee prior to the inspectors
departure.

Inspectors must pay particular attention to matters pertaining to the use of
unlicensed space, grain on hand requirements, and payment delays when
conducting inspections of state licensed grain warehouses and gram butrere.
Each of these topics is discussed in more detail below. Violations must ^
identified on the Memorandum of Adjustment and promptly reported to the
division director. A copy of reports that contain significant violations must be
forwarded to the licensee's owner, president of the t>oard ofdirectors, etc.

Except in instances where prompt corrective action has been taken to address
the use of unlicensed warehouse space, division personnel must schedule a
return visH within approximately forty-five days to determine if approprate
corrective action has been taken. If observed problems have not been rectified,
the Inspector must Immediately contact the division director and a formal
complakit shdH be filled with the Commission.

Unlicensed Space

The use of unlicensed space must be reported and documented. Tl« licensee
will be given three working days from the date of the observ^ violatibn to take
appropriate corrective action. If corrective action is not taken in a timely manner,
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staff is directed to file a corresponding complaint agaiiwt the lK»n^. Wthe
violalion involves a significant amount of space, staff is dw^ed to file a
complaint for Commission consideration even if the licensee took prompt acbon
to correct the mistake.

Grain on Hand

Awarehouseman's failure to maintain inventories sufficient to cover outet^ing
scale tickets and warehouse receipt obligafions mwt by a"*"
documented. Significant shortages necessitate the filing of astaff complaint.

Payment Delays

The licensee's failure to pay for grain in atimely manner must be ^
documented on the Memorandum of Adjustment. The division sh^
the licensee to determne the reason for the delay ai^ lo insure ttet paymerits
are made promptly. If the dollar amount is deemed significant, astaff complamt
must be filed.

Other Items

Inspections should not be limited to the items listed abow.
as^ all licensee activities to insure that they are adhering ^ 0®^"^
accepted grain Industry business practices and state laws and rules that are
within the Commission'sjurisdiction.

Repeat Violations

If an inspection identifies a violafion that was the subjed of a staff complaint
within the past five years, astaff complaint should be filed immediately.

references

(0) PSC Minutes, November 22.2000
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Public Service Comission

Elevator Inspections Report

Grand Forks Bean Company, Inc.

2120 N Washington St

Grand Forks ND 5B201

Phone:701-776-3984 Fax: 701-775-3985

E-Mail gfbeanco@lnt6gra.net
Corp# 3245 Hay Buyer# Grain Buyers#:

ND SS ID 21261200

ND SS entity type:

Inspection Date: 2/26/2014

Exam Type: Public Grain Warehouse Inspector: Erdmann

Operations Review: 0 Capacity Review: 0 Inventory Review: 0 Response Required: Q

[2000] Theexamandspot checkprocedure revealed noconditions or errors.
Thank you. [2000]

Locations Examined

License No

H64 Grand Forks

Annual Adivly Case

GE 14 595

jMK
f DEPOSmON
I EXHiBrr
1 fz.
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North Dakota Public Sanrica Commlaalon

Memorandum of Adjustment
Grand Forks Baan Company, inc
2120NWtoMnotonSt
Grand Forks . ND
County:

02126/2014 12:23:56 PM.

Paga:1

Uoansa No: 3345

E)(8mDaleKi2a6a014

Exainbiani

Number of hams on tMa raporfc 1

An of this wanhouaa and/« tha oommodHas atorad lhara dlaciosad the f68owh« oondUona aWch must be eorradad as soon aspossMa.
Thasa cendhlons rrray alas ba In >4oMlon of stats Isvm or rules. Tl» Issuance of Oils foim Is a report of the oondltlona found at Mils axamlrration and Is not
analaollon by the North Dkkols PubBc Sarvioa Commission to be taken..

Exsnnlnar commenta are trtiovm In /ta/lc below eac^ Itmn.

No Book Adjustments Raqulrad

refer fa- See ExanrifKhrComnwits Bekm

Theexamand spot checkprocedurerevealedno conditions or errors.
Thank you.

Itame of PSC Examiner

02060014

Date

Iacknowledse receipt of tMa form. Iunderstand thattheabove oondltlona must kra corrected aasoon aapossible. The correctlva
action must bemaRedto thelicensing division officea wHhln 30days ofthedatereceived. If allcorrectiona arenotcompleted In
30 days, Ivrlll report my progress and continue tosubmit reports at15-day Intervals until sH correctiona are completed.

Yh^
Licensee's Sigir^re

^ Tie
Piasse submit report to: Uoanslng Division

Psblte Service Commission

800 E. Boolayard Ava. Dapi408

eiMnarek. ND 66505^60

By Mease^nt)

Phone: 701'32M097

Fax-701-326-2410

ErnaH; sri(hterfknd.eov
wiww.psestate.nd.us

4 6E-13-620 Filed: 2/26/2014
Memorandum of Ai^stment

PubSc Servtet Comnilsiion

TknoMiy Eidmann
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"PRICE LATER MARXITING AGREEMENT //oi

COMPANY

GROWER

ADDRESS A

rand Forks Bean Co.. Inc.

A y\

A/C>
-f-

WHEREAS, pinto beans niKlei^go aquality dctcripraticn) inthis area and cannot bestwed over crop year and

WHEREAS, the parties derae to provide amarket beneficial tothe grower and to the company which requires a
constant supply ofpinto beans available to the cpmpaiQf thnmghant the winter months and so the company may ctmduct
an cnrderly marketii^ operatian and so tiiat the grower may also have chmce in thelime for marketing his pinto

NowTHEREFORE, itishereby agreed by and between the grower and the company as ft^ows;

1. The cfflnpasy will accept, to the extent ofha plant cqiadty tohandle them, U.S. No. 1and U.S. No. 2 Pinto Beans,
with a moishire conjieni npt over 15%, grown and ddivdcd to il by grower. Upon deliver ofthe pintobeans to the
company plant, a receiving ticket will heissued to the grower and the issuing ofthe ticket wiU thereupon trSmsfer
title of Ih piotobeansto the Company.

2. The beass delivered will be prieed before i. On those pintos on which to Grower Pnees,
the price will be the posted market price 01^06 date|>fpiling.

3. The compaDy reserves the right to withdraty firotn themarket due to slow market conditions from time to time.

4. Checks for the pinto beana wfil beissued only on growers request

5.Signing this agreement'does not.8utom8tically put-yom beans under this Marketing agreement. It is necessary for
you to notilythe cmnpanyat the time each trudc is ddivered.

6. Seller hereby warrants that hehas good and merchantable title and theright to seU the beans bereinabove
described aiid that said beans are fiee and dearofaU liens, mortgages, and encumbrances ofany kind ofnature
whalsocver.

7. ThisCoxdrad ^all be non-asrignabk by eitherBuyeror SeOer.
.ooHlj

8. Service fee ofS.fll||||P perdaypercwt applies..

Dated this

0

EXH^

day of_ 2l

-Qi^nd-Poriea-Bean Go.. Inc. ^Vl
COMBVNY BY

GRO^S

BONDCOWRAGE tNlHE EVENT OF BUYEFTS INSaVENCY



' PRICE LATER MARKETING AGREEMENT //o^

COMPANY Grand Forks Bean Co.. Inc.
GROWER m 4.0 ^
ADDRESS , am

WHEREAS, pinto Iwaiis uodago a quality detcrioratioD in this area smd cannot be stored over cr(^ year and

WHEREAS, tbc paides desire to (wovidc a marketbeneficial to the growerand to the ccHDpany which requires a
constant supplyof pinto beans available to the company throughout thewinter monthsand so the company naay conduct
an orderiymarketingoperation and so that the growermay also have choice in the time for marketing his pinto beans:

NOW THEREFORE, it is hereby agreed by and between thegrower and thecompany as follows:

1.The compaoy will accept,to tbc extentof its plantcapacity to handlethem, G.S. No. 1 and U.S. No. 2 Pinto Beans,
with a )noisturet:oDtemt not over 15%, grown anddelivered to it by grower. Upcm deliver of the pinto beans to the
compaoy plaiit, a receiving ticket will be issued to tbc grower and theissuing of the ticket will thereupon transfer
title oftb pintobeans to the company.

2. The beans delivciedwiD be priced before On those pintos on which to Grower Prices,
the price "wQl betheposted market price on the dat&<lfpricing.

3. The compfuy reserves the right to withdraw fiom the market due to slow market conditions from time to time.

4. Checks fordiepinto beans will be issued only oa growers request.

5. Signingdiis agreementdoesnot autom^icaDy pUt yoUr beansunder thisMarketing agreement. It is necessary for
you to notify the company at the time each truck is ddivered.

6. Seller herebywarrants that he has good and merchantable title and the lighf to sell the beans bereinabove
described and that said beansare freeand clear of all licqs,mortgages, and encumbrances of any kind of nature
whatsoever.

7. This Gcmtract 8bail-be-nan<'assignableby either Buyer or Seller.

8. Service fee of per day per cwt applies.

Dated this day of ,20 / .

"2 Cjt^p Grand FoifeB^B-€o..-jne.
' COMPANY BY

DEPOSmON

GROWER

THIS CONTRACT IS NO! PftOTECTEO BY NORTH DAKOTA STATUTORY WAREH0USEi4A>rS

BOND CQVEMGt IN THEEVENT OF BtTYER^ INSOLVENCY.DCQVEMGE

.Stiw



PRJCE LATER MARKETING AGREEMENT / / o3

COMPANY Grand Forks Bean Co.. Inc.

GROWER

ADDRESS Ajd

WHEREAS, piiKo beans undergo a quality deterioration in this areaand cannot be storedover crop year and

WHEREAS, the paities desire toprovide a marJcet beneficial to the grower and tothe company which requires a
constant sufqily of pinto beans available to the company tbnnighout the winter months and sothecmnpany mayconduct
an orderly marlceting operation andso that thegrower mayalsohavechoice in the timefor marketing his pinto beans:

NOW THEREFORE, it is hereby agreed byand between the grower and thecompany as follows:

1.The compaoy wiU accept, to the extent of itsplant capacity to handle them, U.S. No. 1 and U.S. No. 2 Pinto Beans,
with a moisture content not over 15%, grown and delivered to it bygrower. Upon deliver of the pinto beans to the
company plant, a receiving tidcet will beissued.to the grower and the issuing ofthe ticket will thereupon transfer
title of tb pintobeansto the company.

2. Ihe beans delivered will be priced before. iyT.\u 1,..On those pintos on which to Grower Prices,
the jwicc will be ^ posted maricet price on^ datl^fpiichig.

3. The company reserves the rightto withdraw firom the marketdue to slow market conditions from time to time.

4. Checks for thepintobeans udll be issued only on growers request.

5.Signing this agreament does not automatically put your beans under this Marketing agreement. It is necessary fmr
you to notify the ccmapaDy at the timeeach thick is delivered.

6. Seller hereby warrants that hehas good aud mefcbiantable title and the right to sell the beans hcreinabove
described and that ihid beans are free and clear ofall liens, mortgages, and encumbrances ofany kind ofnature
wbatsocver.

7. This Contract shall benoo^assignable byekber'Bttyer'm Seller.

8. Service feeof$.QOT9 perdaypercwtapplies.

Dated this

I? Cvop

^ Jav of .20 / S .

-6iBi|.dFerks Bean-Go., Idct
COMPANY BY

GROwlBR

Tm CONTRACTJSNOIPROTECTED BY NORTH QAKOIASIATinCRYVWREHOUGEIMNS
BOND COVERAGE WTHE EVENT OFBUYERS MSOLVENCY.

OEPOSmON I f



PmCE LATER MARKETING AGREEMENT //oy

COMPANY Grand Forks Bean Co.. Inc.

GROWER 0yAy KSo
ADDRESS

WHEREAS, pintQ beans undergo a quality detcrioiatioD in this area andcannot be stored overcropyear and

WHERRAS, thepailies desire tolaovide a marJcct beneiiciaJ to the grower and to theccnoapany Which requires a
constant supplyofjmto beans available to thecompany throughout thewinter months andso the company may conduct
an ordqlymarketing operatkm lord so that thegrower mayalso have choice in the time formarketing his pinto beans:

NOW THEREFORE, it is hereby agreed byandbetween thegrower andtbc company as follows:

1.The company wiU accept, to theextent of itsplant capacity to handle them, U.S.No. 1 and U.S.No. 2 PintoBeans,
witha moirtiire content notova T5%, grown and delivered to it by grower. Upondeliver of thepinto beansto the
ocanpaiiy jrianl, a recesving ticket will be issued to the grower and the issuing of tbcticketwill therei^n transfer
title of tb pintobcanslo thecompany.

2. The beans delivered will be priced before CTiyilKj Ij On those pintos on which to Grower Prices,
theprice wffl he theposted market price onthe date 6fpricihg.

^The crenpiHty'rcseiVfisIhe right to withdraw firom the market due to slow market conditions from time to thne.
if;Checks forihepinto beans Will be issued only on growers request.

5. Signingtfait rtgreemcnt does not automatically put yourbeans under this Marketingagreement.It is necessary for
you to notifytiw company at the time each truck is delivered.

6. Sdler here^ wamnts thathe has good andmerchantable titleandtbc right to sell the beanshereinabove
desciibjcd abdthatsaid beans arefree and clear of all liens, mortgages, and encumbrances of anykind of nature
whdttoevefc

7. ThisGontiireLiihftltlliiD noP-assigiiable by eitherBuyeror Seller.

8. Service feeof PCs' day per cwt applies.

Pteaafa ^.201^ .

(^S,oco.°o)
<10.T

(ji)

^ 3

Grand Forks Bean Ce^rtoc.

GROWER

THIS CONTRACT IS NOTPROTECTEDBYNORTHDAKOTA CTATUTORYTMRGHOtJSEIiMlfS
BONDCOVERAGE INTHEEVBIT OF BUYERS MSOIVENCY.

<^yvf-
-S5S

DEPOSmON

r



PRICE LATJER MARKETING AGREEMENT

COMPANY Grand Forks Bean Co.. Inc.
GROWER
ADDRESS //Lot^AZJT^n ^A//^

WHEREAS, pialo beansundergoa quality deterioratioo in this area and cannotbe storedover crop year and

WHEREAS, theparties desire toprovide a market bcDefieial to thegrower and to thecompfmy ^ch requiresa
constaid supfdy of )^to beans available to the c<niq>aoy throughout thewinter moodis andso the coniphny may ccmdimt
an oadeiiy matketiiig operatkm and so that the grower may alsohave choicem the time for maikeling his pinto beans:

NOW 1HEREF0RE, h is herebyagreedby andbetween the growerand tibe campanyas follows:

1.The company wiU accept, to the extent of its plant crqmcity tohandlethem,0.8. No. 1 and11.S. No. 2 PintoBeans,
with a moisture contentnot over 15%,grown and delrvered to it by grower, deliver oflhe pinto beans to the
cconpany jdantia receiving ticket wiO be issued to the grower andthe issuing of the tidret will thereupon transfer
tiOe ofdipmto beans to thecompany.

2. The beans delivered will be pricedbeforc_ On thosepintos on which to Grower Prices,
the price wfll he .the posted market price (m the date of^dng'

3. The compaSy reserves the right to withdraw from the marketdue to slow market etmditionS fimn time to time.

4. Checksfor the pinto beans will be issuedonlyon growersrequest.

5. SigoMgthisagrecmenl doesnot automatically put your beansunder this Marketingagreement. It is necessary for
you to ootiiy the company at the time each truck is delivered.

6. Seller hereby warrants that behasgood and mcrchantabie and theright to seD thebeans hereinabove
described and that said beans are free andclearof all Kens, mcntgages, and eaacambrances of any kind of nature
whatsoever.

7. This Cootract shall be non-assignable by eitherBuyer m Seller.

2;OON<?3
8. Service fee of per day per cwt appKes.

Bated this

CliOT"

{^OOO.oo^ /p/sy/l
~T5iS,or

DBPOSmON
EXWBrr

iq—

_ dayof . 20 _

Qmpd FoiiES-Beafl Gch, IflCr

CXMPANY

GROWER

BY

THIS COriRACnSNOr PROTECTEO BY NORTH I»NQm SWUTORY WAREHOtlSEMMrS
BOND COVEfMGE IN1HHVENT Cr BttYERfMBGLVENC^.

Soiw



' PRICE LATER MARmXING AGREEMENT //05

COMPANY Grand Forks Bean Co.. Inc.
GROWER Ttsic./
ADDRESS -^T. -nvo m<

WHEREAS, pintobeansundergo a quality deterioration in this areaand cannotbe stcned over crop year and

WHEREAS) theparties desire toprovide a marlret beneficial to thegrower and to thecooipany whidi requires a
constant aopply ofpinto beans available to thecompany throughout thewintm-months andso thecompanymay conduct
an ordcilymaAetii^ (Operation andso that the grower mayalsohavechoice in the fimefor marketing his pinto beans:

NOW THEREFORE, it is hereby agreed by andbetween the ^wer and the.campany asfollows:

1.The company will accept, to the extent ofitsplant capacity tohandle tkem, U.$.No.1 andl).S. No. 2 Pinto Beans,
' "witlra'moistuit content not over 15%, grown anddelivered to it by grower. Upon deliverofthe pinto beans to the

oompaay jriant, a receiving tidcet will be issuedto the growerand the issuingof-tbeti^et will thereupon transfer
title oftb pinto beans to the company.

2. The beans delivered will be priced before V1 \^.On th(wc pintos on which to Grower Prices,'
thepsioe wiU be the posted maAet price ontSe dateWprieing. '

3»The compairy reserves the right to withdraw firom the market due to slow, market condititms fioim time to time.

4» Checks for thepinto beans will be issued only ongrowers request.

5. Signingthh agreementdoes not automatically put yourbeans Under this Mariceting agreemenL It is necessary for
you to notify the company at the time each truck is delivered.

6. Seller herdyy waireots that he has good and merchantable titluand the right to Sell tiie beans hereinabove
described and that said beans are fiee and clear of aU liens, mortgages, and encuinbignces ofanykind of nature
whatsoever.

7.-Hli8-6obtnct-8bal)-be non-asrignable-by either Buyer or SeHeir
.<70MS^

S. SCrVicie fee of $.06^69per day per cwt applies.

Pated tbii 11 day of ''SgPnSngfcQ j^ •

Grapd-Forks-BefflF-GeTs-fac.

\ /O/ oO /t z COMPANYO.ooo-oo; /3/5?//3
• yA

GROWER

§ DEPOSmON

BONOCOVERAGE M THEEVEKTOF BUYEtrS MSOLWNCY.



PRiCE LATER MARKETING AGREEMENT

COMPANY Grand Forks Bean Co.. Inc.

GROWER yl/.A.

ADDRESS

WHEREAS, jnito beans undcigo aqttaJity deterioratioi^ in this area and canodl be sior^ over'crc^ year and

WHEREAS, theparties desire toprovide amarket bcDcficiai to the grower and to the company which requires a
constant sqpply ofjwto beans available to the company throughout the winter months and so the company may conducl
anoidefly XDjatketing cperatimi and so that the grower may also have-didice in the time formarketing hispintobeans;

NOW THEREFORE, it ishereby agreed byand between the grower and the company as follows:

1.The cdmpany wiE accept, tothe extent ofits plam capacity tohandle them, U.S. No. 1and U.S. No. 2Pinto Beans,
witti a moistare content not over 15%^ grown and delivered toit bygrower. Upon ddiver of the pintobeans tothe
cpinpBisy plant, a receiving ticket wiU be issued tothe grower and the issuing of the ticket wiO thereupon transfer
tiUe pf di pinto beansto the company.

2. The beans delivered will be priced befQre_ -)uW \ .On those pintOS on which to Grower Prices,
tle.prioe will be the posted market price on the^te of

3> The caDDtpany lescrves the right to withdraw from the marketdue to slow market conditiansfrom lime to time.

4.ChiWdca forthe pinlo beans will be issued only on growers request.

5.Sigri^ this agreement does not automatically piit your beans underlhis Marketing agreement It isnecessary for
yon to aotily thecompany at the time each truck is delivered.

6. Sdiler hereby warrants that he has good and merchantable title and the right to sell the beaivs hereinabove
^esenbed snd that said beans are free and clear ofall liens, moilgages, and encumtuances ofany kind ofnature
whatsoever. j

7.TtS '̂Gontract'sdiall benon-assignable by either Buyer ofSeller.

8.Sierviee feeof$.00329 perday per cwt applies.

Dated this

1^:) COT

ecrtj®

day •20 t 'S

Grand FoTtep Beaii-€oyInc.

C0MRA3TY BY '

GROWER

THfi CONTRACT IS NOT PROTECTED BY NORTH DAKOTA STATUTORY WARE?
BOND COVERAOE N THE EVENT OFBUYERS USaVENCY.

EkMNS

.Safer



PRICE LATER MARKETING AGREEMENT /// j
Grand Forks Bean Co.. Inc.

grower
ADDRESS ^ yiy.

WHEREAS, ]mto beans undergo aquality detcrioratioo in (his area and cannot be stored pvcr crop year and

WHEREAS, the parties desire to provide amarkd beneficial to the grower and to the coinpany which requires a
canstant siqiplyofpmto b^s available to the company throughout the winter months and so the com^y may conduct
an ord^y mailetiiig operafioo and so that the grower may also have choice in the time for marketing hia pinto beans;

NOW THEREFORE, it is hereby agreed by and between the grower and the company as follows;

1. The comp^ will aocqjt. to the extent of its plant capacity to handle them, U.S. No. 1and U.S. No, 2Pmto Beans,
with afflojstine content not over 15%, grown and delivered to it by grower. Upon deliver ofthe pinto Hmww to the
oompaiiy jdsnt, arecdvmg ticket wifl be issued to the grower and the issuing of the ticket will thereupon transfer
title ofth pintobeans tothe company.

2. The besns delivered will be priced before 3/ .̂ On those pinlos on which to Grower Pricey
the pri« win be the posted maikd price od the date ofjuj^g.

CQmpMiiiy r^eives the right towithdraw from the market due to slow markiet conditkms from to time.

4.Checks.for die pinto beans will be issued only on growers request.

5. Sigsilkg agreement does not antoinaticaily put your beans under this Marketing agreqnent. It is necessary for
yow to nq^ the company at the time each truck isdelivered.

6. Seller herdiy warrants that he has good and merchantable title and the right to sell the beans bercinabove
descnbed aad that said beans are fircc and clear of all lieris, mortgages, and encumbrances ofany kinH ofnature
whaUoeveTi

-7.Hud-ContcBct shall benaio-BSsignable byeither Buyer orSeller.

8. Scrvft;6 kse of$f)0329 per day per cwt applies.

3=3 «'»V of ŷ ^ .20/1, .

' ^ ^ COr" GTaad-Forics-Bean-Co^rlPC. ) 'T\/\
^ COMPANY BY

GROWER

DEPOSmON

TWS CONTRACT IS NOT PROTECTEO BY NORTH DAKOU STATUTORY WAREHOUSEMWS
BONO COVERAGE WTHE EVENT OF BUYERS INSOLVENCY.

M .S«0v
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Public Service Comlsslon

Elevator Inspections Report

Grand Forks Bean Company, Inc.

2120 N Washington St

Grand Forks ND 68201

Phone:701-775-3984 Fax 701-776-3986

E-Mail gfbeanco^lntegrajiet
Corp# 3245 HayBuyer# GrainBuyers#:

Inspection Date: 8/18/2009

Exam Type: Public Grain Warehouse

Operations Review: 0 Capacity Review: 0

No conditions observed

Locations Examined

License No

1164 Grand Forks

o?ps/noN

ND SS ID 21261200

ND 88 enOtytype:

Inspector: Erdmann

Inventory Review: 0 Respcmse Required: O

GE-Od-468 Filed: 8/18/2009 Pages:i
Memorandum of Af^ustment ActivitySummanrand
Inspector Recommendation PSC 2047

Public Service Commission



North Dakota PuUte Service Commlsalon

Memorandum of Adjustment
Grand Folks Bean Oonvany, Inc.
2120NV«MMnolonSt
Grand Forts ,NO
Comtjr:

0en8l2009 O3:S4:4SPM

PafKl

UoensaND:3245

ExamDatedWIBOOOe

ExanrimRl

NunrtMrof tarns on IMSreport 1

An eicairrtnoBon ofWswwehouse airdtor theooiririrocBllos atoadfcaradisdosddire fbUoirtiig ooadBonswWch rrioslbeooiiaelsd assoonMposSbia.
thoeecoadHons may the bebivfoMfon ofstale laws ornrtes. ThebsuanoeoflWsfoiinlsafepoitoftlieooodMonsfeundalWseicaialnsllonandlinol
aneieceoobyffw North Dakota PublicSwrvioe Commission to be tidQen»

Examiner comments are shown In HaMc below each item.

No Book ArVustmenls Required

fjiWffftPrfW

isferlocMone

NO CONDITIONS OBSERVED AT THIS TIME.

The exam andspot checkprooedwB revealed no pmblema orerrors
ThankyoUj

^ Nane of PSC Examiner

mffwzooo

Date

Iackiiowfedlgereceipt oftMs form. 1understand that tfw above conrfitlorrsmust be corrected as soon as possBrfe. Tha corrective
aoSon must be mailed to the licensing division offices within 30 days of the date received. Ifall correctlone are not compleled In
30 days, I adO report my progress arui continue to submit reports at IS^ay intervais until aB oorrections we completed.

Uoemeefs ^inalure

I(Si
TWs

Pteeeesuixirtl report k>: Lioeesino DMNon
Ruble Service Commission

eoOE Boutevaid Awe. OepL40e
BIsmsrck. ND 68505-0480

foAfrO k
By (frteaseprinO

"5

Phone: 701-3284097

Fax:701-S2S<2410

EtrMftsrkirtBrQndqov
vMnKp8c.slalejidLus

GE-09-46S Filed:8/18/2009 Pages: i
Memorandum ofArfuslrrrent

PuliBoSeiviM CommiMiiM

Timcrty Dttiwnn

PSC 2048



M \0(^f
PRICE LATER MARKETING AGREEMENT

COMPANY Grand For
GROWER

ADDRESS ~

orks BeaiyCo.^Inc.

1 • Ayid •
WHEREAS, pnitobeans undergo a quality deterioration io this areaand cannot be stored over crop year and

WHEREAS, the parties desire to provide a market beneficial to thegrower and to thecompany which requires a
constant supply of pinto beansavailable to the company throughout thewintermonths and so the companymay ronduct
anordoly marketing operation and so that thegrower mayalso have choice in the time formarketing his pintobeans:

NOW THEREFORE, it is hereby agreed by and between the grower andtheconqnmy as follows:

1.Thecompany will accept,-to4he extent of its plant capacity to handle them, No. 1 and U.S. No. 2 Pinto Beans,
witha moisture content not over 15%, grown and delivered to it bygrower. Upon ddiver'of thepinto beans to the
company plant, a receiving ticket will be issued to thegrower andtheissuing of theticket will thereupon transfer
title of th pintobeans to the company.

2. The

the price wfll be the posted marketprice on fiie date of pricing

3. The company reserves the right to withdraw fiom the market due

4. Checksfor the pinto beanswill be issued only on growersrequest

beansdelivered willbepricedbefore On thosepintoson whidi taCrower Prices,
arice will betheposted market price on^e date ofpricine! ^

5. Signingthis agreementdoes not automaticallyput your beansunder
you tonotily the company at the time each tni^ is delivered.

6. Seller herd^ warrants that he has good and merchantable title and t
described and that said beans are five and clear of all liens, mortgages, and encumbnmcesofany kind of nature
whatsoever.

7. This Contract shallbe non-assignable by eitherBuyer or Seller.

8. Servicefee of $.00329 per day per cwt applies.

Dated this day of \

time.

isary for

the beans hereinabove

.20 O

Grand Forks Bean Co., Inc. ^329

d

s DEPOSmON
i EXHIBfT
i

COMPANY BY

BONO COVERAGE INTHE EVENT OF BUYER'S INSOLVENCY.



PBiCE LATER MARKETING AGREEMENT

COMPANY Grand Forks Bean Co.. Inc.
GROWER l
ADDRESS AAa/

WHEREAS, pintobeans lindeigo a quality deterioration in thisarea andcannot be stored overcropyear and

WHEREAS, theparties deare to provide a maricet beneficial to thegrower and to the company which requires a
oanstant supply ofpinto beans available to thecompany tlmmghout thewinter mcmths andso the company may conduct
an (Mderly maAeting operation and sothat the grower may also have choice in fire time formaiheting hispinto beans:

NOW THEREFORE, it is hereby agreed by andbetween the grower and the companyas fdJows:

1.Thecompany wUl accept, to theextent of itsplant ctgracity tohandle them, U.S. No. 1 andU.S. No. 2 PintoBeans,
with a moisture content not over 15%, grown and delivered to it bygrower. Upon deliver of the pinto beans to the
company plant, a receiving tidcet wUl be issued to thegrower andthe issuingof the ticket will thereupon transfer
title of th jmto beans to the company.

2. The besns delivered wiD be priced before (oj ^ On those pintos cm which to Growa Prices,
the price will be theposted market price onthe dhte ofi^cing.

3.The company reserves the right to withdraw from themarke. dueto ^

p

4. Checks for the pinto beans will be issued only on growers it ipies
BOB 8 ..

oncln' this Maiketing ag;ree sent. It is neoeasaiy for

rinaaKlVD
6. SeOer hereby warrants thathehas good and merchantable title and the rightto sell the beans hereinabove

described and that saidbeansare free andclearof all liens, mcMlgages, and encumlMrances of any kind of nature
whatsoever.

7. This CoDtrncl shall be non-assignable^ eitbdBuyer or Seller.

8. Service fee of $.00329 per day per cwt applies.

Dated this dey of 20

5. Signingthis agreementdoes not automatically put your
you to notify the company at the time each track

|£v2^
DEPOSITION

EXHIBTT

Graad-PoricsBean Co-.i-Inc-.

COMPANY BY

GROWm

BGKDCOVERAGE MINE EVEm OF BUYEirS INSOLVENCY.


