INDEPENDENT ACCOUNTANT'S COMPILATION REPORT

Grand Forkd Bgan Company, Inc.
2120 N Washington
Grand Forks, ND. 58203

We have complled the accompanying balance sheets of Grand Foxks Bean
Cottipany ., Ing, as of March 31, 2014 and 2013, We have also compliled
the yelated statements of operations for the third quarter of the
2013-2014 figcal year and the 9 months eriding March 31, 2014 and. 2013,
together with the related supplementary information. We have not
audited or reviewed the accompanyirng financial statements and, ]
accordingly, do not express an opinion or provide any assurance dbout
whether the financial statements are in accordance with acgounting
prineiples generally accepted in the United States of America.

Management. 13 responsible for the preparation and faix presentation of
the Financial statementw in accordanee with accounting prineiples
generally accepied i the United States of America and for designing,
implementing, and maintaining internal control relevant to the
preparation and fair presentation of the financlal statements.

Our responsibility is to conduct the compilatien in Accordance with
gtatements on Standaxrds for .Accounting and Review Services issied by
the American IAstitiite of Certified public Accountants. The objective
of a compilation ig to assist management in pregsenting f£inancial
information in the form of financial statemerits without the
yhderraking to- obtain or provide any assurance that theré are fc
material modifications that should be nade to the financial
statementls.

Management: has &lected to omit the statements of cash flows and
substantially all of the¢ disclosures required by agcounting principles
’ghé:&lly'accepted in the United States of pmerica. If the omitted
disclosures were included in the financial statements, they might
influenge the user’s conclisiona about the company’s financial
positien; results of operations, and cdash flows. Accordingly, these
financial statements are not designed for those who are riot informed
about such matiers.

Respectfully submitted.

Erickson and Assoclates, Ltd,
Farqo, North bakota

April 2 2014

BB--00254:(4/y3¢
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§5200--d4d

Grand Forks Bean Combany, Inc.
BALANCE SHEET
A$ of March 31, 2014 & 2013

Page 2

$2.658,105.13

$2,481,245.10

See Accountants Compliation Repart

Report for Period 09 Current YID LastYTD
Amount Amount
ASSETS
CURRENT ASSETS:
Cash on Hand & Bank. $29,729.91 $25,179.99
TOTAL CASH & CASH EQUIVALENTS $29,729.91 $25/179.99
Accounts Receivabia $0.00 $31,464.00
Other Receivables 20,721.00 9.00
Customer Purchase Advanoes 224240 2,420
Prepaid Expenses 16,567.65 1471668
Accrued ingome 25,381.75 23,740.25
Accrued Gain, Opon Carnitracts - 000 316,468.00
Beans [n Transit $19,475.00 4.00
Bean laventory 2.055,722.56 2,375,453.72
Less: Sales Advances 0.00 {500,000.00)
Merchandise Inventory 8,084.00 0.00
TOTAL CURRENT'ASSETS $2,477,923.97 $2,290,273:74
OTHER ASSETS!
TOTAL OTHER ASSETS. $0.00 $0.00
PROPERTY, PLANT & EQUIPMENT: ]
Bulldings & Equiptment’ :$602,644.00 $590,212.18
Current Year Additions: 13,835:95 4,420.34
Less: Accum. Depreciation {465,8498,79) {433,261.17)
Real Estaté-At Cost 29,600,600 28,600.00
NET PROPERTY,PLANT & EQUPIMENT $180,181.36 $190,87 .30
TOTAL ASSETS

Page 437



Grand Forks Bean Comgany, inc. Page 3
BALANCE SHEET
A5 of March 31, 2014.4 2013
Roport forPeriod 08 Current YTD Last YTD
Amgunit Arrount

LIABILITIES & EQUITY’
CURRENT LIABILITIES:

Duistanding Checks. $940.21 $6,950.60
Unisetlled Baan Payable 000 576,647.81
Accounts Payable 58,580.00° 17.317.81
Bean & Wage Taxes Payable: 4,814.28 5,929:53
Acered Expsnses 13.210.37 19,605.00
Accryed Loss, Open Conlzacts . 4,560.00 0.00:
Delayed Pricing Contracls 984,347.76 1,302,036.14
AR Credit Batances : 0.00 19,920.00
Seasonal Loans 1,296,187.42 287,572.75
Term Debt-Current Portich 42,211.06 40,32162
TOTAL CURRENT LIABILITIES $2,403,045.30 $2,235,300.46
LONG-TERM LIABILITIES! _ )

Note Payable $2604 462,91 $232,502,02
Nots Payable-SBA 207,313.22 219,368.64
Legs; Corrent Portlon-Noles {42,211.06) 40,321.62)
NET LONG-TERM LIABILITIES $369,556.07 $411,549.04
STROKHOLDERS' EQUITY:

Retalned Eamings ($3,216,99) (§114,009.07)
Net Profit (LoS8) 111,278,05) (51,585.33)
TOTAL STOCKHOLDERS' EQUITY ($114,495.04) ($165,604.40)
TOTAL LIABILITIES & EQUITY $2,658,105.13 $2,481,245.10

Sse Accounlants Compilation Report

BB--00256
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L5200--g4d

Grand Forks Bean Companv. Inc. Page 4
Statement of Operations
Farthe perlod ending March 31, 2014 & 2013
Report fdr Period 9 Y-T-D Current Prior
Margin Period Year-To-Date  Year-To-Date Budget

PINTO BEANS CWT’ £5.5367 $29.342.52 $169.608.54 $225,458.81 $0
SPLITS GWT 0.0000 36.000.00 36,000.00 254.28 0
TOTAL BEANS $65,342.52  $205608.54 $295,713.08 $0
BEAN SEED cwr 0.0000 $0.06 $0.00 {$473.20) $0
TOTAL MERCHANDJSE $0.00 $0.00 ($423.20) $0
MERCHANDISING INCOME 46534052 $205,60854  $225,280.89 %0
SERVICE & OTHER INCOME:
LOCAL STORAGE & HANDLING $0.00 $2,04546 {$20:698.66) $0
GUSTOMER FINANCE CHARGES 0.00 000 2,528.00 0
MISCELLANEQUS INGOME 0.00 25.81 0.00 g
TOTAL OTHER INCOME $0,00 $2,074.47 ($18,170.66) 50
GROSS OPERATING PROEJT $65342.52 20857971 $207,118.23 $0
TOTAL BXPENSES $84,42209  §310857.76  $268,71456 30
NET LOCAL PROCEEDS ($19,079.67)  ($111278.05)  ($61,695.53) $0
ADD: REGIONAL PATRONAGE $0.00 $0,00 $0.00 $0.
NET PROFIT EOR PERIOD. (519.07857)  ($111,278.08)  ($51,595.80) $0

See Accountants Compilation Report
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Grand Forks Bean Company, Inc. Page 5
Statement of Expénses
For the period ending March 31, 2014 & 2013
Report for Period 9 Current iy
Perlod Year-To-Date Year-To-Date Budgat
EXPENSES
SALARIES & WAGES $27,438.00 $125,611.78 $78,215.00 30
WAGE TAXES 2.099.01 0,601.67 6,083.46 0
EMPLOYEE INSURANCES 8,604.72. 22 859.76 20,004,06 [y
401K & FROFIT SARING 598, 70: 1,790.10 1,940.10 0
UNEMPLOYMENT TAXES 13375 340,33 22138 o
WORKMENS COMPENSATION 605,00 1.812.38 1.146.67 4]
REPAIRS-PLANT & EQUIP, 2,825,02: 31,201.05 15,108.93 [
GROUNDS MAINTENENCE. 0.00: b.ou 1,200.00 0
REPAIRS § LIC-MOBILE 25888 5,122,78 5,872,565 0
GAS 8 FUEL 1,562:13 4042.75 3,880.90 i)
INSURANCE, BONDS, ETC. #.0942.25. 1540675 12,628.75 a
PROPERTY TAXES 4640.74 7.982.27 5,958.00 0
UTIUTIES 3,666.31 9,875.33 9,940.35 0
TELEPHONE, MARKETS 883.04 3,139.51 263612 ]
PLANT SUPPLIES 404.08 3,002.31 337471 0
OFFICE SUPPLIES 74.10 4,184.20 3,276.80 i}
BANK CHARGES 0.00 400,00 147.00 g
INSPECTIONS & SVC GONTRALTS .00. 0.00 182,00 Q
ADVERTISING & GIFTS 100.00 4,200.00 138.43 g
BUES.& SUBSCRIPTIONS 325.00 893,13 1,168.40 ]
PROFESSIONAL FEES 2,400.00 7:200.00 - 8,875.00 0
LEGAL & OTHER FEES g18.24 2 357.22. 5,197.40 9
PEST CONTROL 225.00 450.00 495,00 0
MEETINGS & CONVENTIONS 600.00 800.00 2,3Q00.00 0
MISC. EXPENSES 0.06 169.99 1487.16 0
SEASONAL INTEREST EXPENSE 10,053.18 27,718,38 19,188.56 0
TERM INTEREST EXPENSE. 5,167.18 15,851.10 17,247.75 0
DEPRECIATION 6,800:00 20,700.00 34.500,00. 0
TOTAL EXPENSES. $64,422.09 $319,867.76 $258,714.56 30
See Accountants Compiiation Report
BB--00258



65200--gd

Grand Forks Bean Companv. Inc. Page 6
Statement of Raceipts and Sales
For the period ending March:31, 2014 & 2013
RECEIPTS. Current Prigr
Report for Period 8 Poriod  Year-To-Date Year-To-Date
PINTO BEANS CWT {669} 51,614 88,623
SPLITS CWT 2,400 2,400, 3,000
Total CWT 1,731 54,014 91:623
SALES Current Pr_lo’r
Report for Period 9 Period  Yedr-To-Date Year-To-Datg Budget
PINTQ BEANS CWT 10,529 30,634 47',15.42- 0
SPLITS CWT 0 0 4,000 0

‘See Accountants Compilation Réport
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Grand Forks Bean Company, Inc.
Invenfory Sfatément

Data: 03/31/14 Paga 7
CURRENT INVENTORY PRICING:
Gormmodity Cusrent Price. Ainount Storage Price Amount
wentory Liability
nits)y {Units)
PINTO BEANS 57,83359  $34.00 $1.966,342.06 .00 $0.00 $0,00
SPLITS 5958.76  $15.00 $89,380.50 0:00 $0.00 $0.00
$2.065722:66 $0.00
Working Capital Analysis
March 2014 June 2013 March 2013
Avaitable. Working $apital; $74,878.87 $281,137.06 $54,675.28
BB--00260
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Grand Forks Bean Company, Inc.

Market Position

Date : 03/31/14 Page : 8

PINTQO BEANS SPLITS
Inventory 57834 5959
Terminal Storage
Cont. Purchase-Cur-TA 10,000
Cont. Purchase-NC-TA
SubTots! 67,834 5859
less ) .
Storage Liability
B/F Liability
P/ Lisbility 29,575
G/B Liablfity
Open Slorage
Sold TA-Curregt 21,000
Sofd TA-New Crop )
SubTotal 50575 0
Long{Short) Market 17,259 5,859

Page 443



Page 9

GRAND FORKS BEAN CGOMPANY, ING.
Stateniernt Of Changes In Working Capltal

Petiod Perlod
Ended Ended
3:31.14 33113
Workinig Capital Provided By: .
Neét Proceeds (Loss) For The Period 3 $111,278.05} $ {51,585.33)
Nef Lacal Procesds (Loss) $  (111,278.08) $ (61,595.33)
Depreciation (Not Requiririg Working Capitaly 20,700.00 34,600:00
Faid in Capital
Working Capital Provided 3 {90,578.05} $ _ (17.095.33)
Working Capltal Applied To:- )
Purchass Of Fixed Assets 3 13,835.95 $ 4,420:34
Long Term Debt Payments 30,377.38 28,978.75.
Reclassification of Term Debt Current 1466.83 145342
‘Bharehoider Draws. 70,000,060 __83,835:25
Working Capital Applied $ 11568014 3 118‘,68_7.-‘763 ]
Nét Chiange In Working Capital $  (206.258.19) $  {135,783.09)
Working Capital Beginning Of Year A __281,137.06 190,756.37
Working Gapital Erid Of Period $ 74,878.87 $ 54,873.28
BB--00262
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Balance Shoet Statistics
Working Capital

Net Long-Term Debt

‘Net Worth

Profifability

Net Proceeds {Loss)

Volume
Gross Sales Dollars

Pinto Bean Regeipls (Cwt)
Margins Per Ciut.

Bagged Seed Salés (Dollars)
Margins %

Storage & Handling:

Expenses

‘Galaries & Bénefits
Repairs & Petroleum Gosts
Intérest Expenses
Depreclation

Other Expenses.

Total

Accounts Recalvable Aging
0 {030 Days:

311060 Days

61 t090 Days

-Over 80 Days

Total

“A

©®

GRAND FORKS BEAN COMPANY, INC.
‘Statistical Worksheet

03/31/2014 03/31/2013
7487887 §  54,97328
369,555.07 § 411,549.04
{114,495.04) $ (165604.40)
(111,278.05) $  (51,595.3%
1,540,268,86 § 2,411,902.4%

51,614 ) 88,623
55387 § 44,7424

-~ $ ;
284536 $  {20,698.66)
161,916.02 § 10751067
40,366.58 23,062.38
43,564.45 56,436.31
20,700.00 34,500.00
53,310.71 57,205.20
319,857.76 § 258.714.56
31,464.00

« § 3148400

$

$
$

$

$.

88,756.83
454,842.08

(128,410.22)
{42,451.49)

1,454,954.34

45,518
§.4553

14,938.17

193,494.31
9,456,77
50,060.84
51,600.00
51,440.76

356,056,688

22,685.05

22,585,405

$
$
$

$

03/31/2011
168,010.49
498,087.31

{42,051.35)
(170,235.68)

281,205.68

63,386
7.8377

10,891.42

126 58740
10,596.84
28,047.57
£4,750.00
45,479,585

263.561,16

70,450.00

$
$
$

$

Page 10

03/31/2010,
358,826.64
535,272.81

179,806.54

71,582.99

2,328,338.76

57,692
4.5608

8,720.24

131,329:14
16,218.70
49,264.17
62,500.00
54.682.26

303,895.27

Page 445



INDEPENDENT ACGOUNTANT!'S COMRILATION REPORL

Grand Forks: Bean Cofipany, Inc.
2120 N washingten
Grand Forks, ND 58203

We have compiled the accompanying balance shegts of Grand Forks Beéan
Company, Inc. as of September 30, 2014 and 2013. We have .also
compiléd the related statements of operatiens for the firsk quarter of
the 2014-2015 figcal yeay #nd the 3 months ending Septenber 30, 2014
and 2013, together with the related supplementary ihformaticn. We
have not. audited or reviewed the accgmganying-fipanciaL statements
antd, accordingly, do Dot eXpress an opinion or provide any assurdnge
abouit. whether the finarcial stagemsents axe in acéordance with
accounting principles generally aceepted in the United States of
America. '

Managémant is re&ponsiblé for the preparation and fair presentation of
the fimancial statements in adcordancs with accounting principles,
generally accepted in the United States of Ameriga and foi dasigning,
implementing; and maintaining internal control relevant to the
prapardtion and faiy présentdtion of the financial statements.

Gur responsibility is to copduct the gonpilation in accerdalice with
Stafenments on Standards for Accourting and Review Bervices yssiied by
the American Instititte of Certified Public Accountants. The objective
of & compilation is bo assisy managemeiit, in préesenting financia
information in the form of Einangial statiements without the
undertaking to obtain. ar provide any assurance that there are no
material modifications thiat should be made to the financial
statements.

‘Management has elgeted to omit the statements of cash flows and
substantially all of the disclosires requifed By accounting principles
generally accepted in the United States of Bdmeériea. If the omitted
disclosures were included in the financial stateméents, they might
influepce the user’s conelusions abouk the company's financial
pusition, results of Sperations, and cash flewis. Accordingly; these
financial statements are not desigried fex those who dreé nét informed
about such matiers.

Respectfully submitted,

Gt gond

Grickson and Associztes, Ltd.
Pargo, North Gakota

October 2, 2014

BB--00264
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Grand Forks Bean Company, [nc.
BALANCE SHEET
As.of September 30, 2014:& 2013

Page.2

Report farPeriod 03 Current YTD

Amount

LastYTD
Amount

CURRENT ASSETS:
Gash on Hang & Bank

TOTAL GASH & CASH EQUIVALENTS

Aseounts Recglvable

Other Recélvablés

Gustoner Purchase.Advarices:
Prspaid Expenses

Accried incoms

Bean§ In Transit

Bean lnventory

Merchandiss fveniory

TOTAL CURRENTASSETS

OTHER ASSETS:
TOTAL OTHER ASSETS

PROPERTY, PLANT & EQUIPMENT!
Bulidings & Equipment

Current YearAdditions

Losss Acsun. Depreciatior

Rea] Estate-At Cost

NET PROPERTY;PLANT & EQUPIMENT

TOTAL ASSETS

© ASSETS

$160,33742

$59,678.16

26765063
2,24240 vV

0.00.
15,483.56"
2075250V
1,245,348.100.

8.0

§12,220.00:
45:180.00
2,242.10
28,230.65.
26381.75:
1075000
3,344,008.74.

8,084:00

$1/681,236.36

$3.535,681.40

$0.00

$563, 740061
12,810.0
(444,981,91)

29,500:00 v

$0.00

360264400
0.00
{451,498,79)
28,600.00,

$164,168.70

$180,745:21

$1,742,426.06

§$3.716:426.61

Seg Accountants Campiiétion Report

BB--00265
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Grand Forks Beah Combpany, Inc.
BALANCE SHEET

Page 3

A§of Saptember 30,2014 & 2013

Repart for Period 03

" CumenlYTO
Amount

LIABILITIES & EQUITY

CURRENT LIABILITIES:
Quistanding Checks:
Unsettlad Bean Payable:
Accaunts Payatie
Bean & Wage Taxes Payable
Acenied Bxpahses
Acerued Loss, Open Contracts
Dielayed Pcling Conlracts
Advanees Or Bean Confraty
Séasonal Loahs
Term Dabk-Current Porlion
TOTAL CURRENT LIABILITIES
LONG-TERM.LJABILITIES:
NplePayable
" Note Payable-SBA
Less;-Currenk Porfion:Notes:
NET LONG-TERM LIABILITIES
STOCKHOLDERS' EQUITY:
Peid in Capital
Retalned Easnings
Net Profit {Loss)
TOTAL STOCKHOLDERS EQUITY

TOTAL LIABILITIES & EQUITY

$583447 7
13108
5,000.00
&1.’:10;125)>
9.511,33
17211350V
718,280.20v
140,230,600
948,181,427
13,076.23

$34,957.93
1,099,440.24
147,325.18
2,7113.09
6:639.34.
8,905.35
1,203,117.08
Q.00
82741277
44,2738

$2,010,205.50

$3,350,738.3¢

$0.00
201,036.29

$218,71431
413,422,51
(41.227.38)

$ig7. 80106

§300,009.44

§174,609:68
(254,123.21)
(376,228.38)

$0:00
43,783.01
(88,004.20)

(§456,741.90) v

$44:221:19)

$1,742,426.08

53,716 426,67

See Accotintanits Gompliation Report

BB--00266
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Grand Forks Bean Company, Inc.
Statement of Operations
For the period-erdiag September 30, 2014.& 2013

L"/(,

a

oy
RN N
\1.‘1" &p&‘:\;{ i8S Page-4

ReportforPeriod 3

”G'urre‘rﬁ:
Parfod

LD
Margin

Pror

Year-To-Dale: /YGBT-TO*D&{G’

Budget

PINTO BEANS
SPLITS

TOTAL BEANS
TOTAL MERCHANDISE
MERCHANDISING INCOME

SERVICE & OTHERINCOME:
LOGAL STORAGE & HANDLING

TOTAL OTHER INCOME

GROSS-OPERATING PROFIT
TOTAL EXPENSES

NET LOCAL PROCEEDS
ADD: REGIONAL PATRONAGE

NET PROFIT FOR PERIOD

oW

(-00.6663)  (§300,540:61)
BEL¥2

3,467.00

($300.540.61)
3,457.00

$326.15

0.00

$0
@

{$757,083.61)

$0.00

($297.083.61)

$6.00

$326.15

§0.00

0
$0

{5297,063:61)

$0,00

{$297,083.561)

$0.00

$306.15

$2,04536

$a-

$o

‘0.0t

$0.00

$2,945.36

$a

(6297,083.61)
$7944.7T

($267,083.61)

- §79,144.77

$91,275.71

$3.271.51

0
$o

1§376,228.38)
$0.01

0.00

$376,206.38)

$0.00

(888,004.20)
$0.00

$0.

($376,228:38)

($376,228.38)

$a

See Accaiitants Campilation Repart

($86,004.20)

BB--00267
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Grand Forks Bean Companv, Inc.
Statement of Expenses

For the pariod ending September 30, 2014 82013

Page’s

Repartfor Period 3

Current
Perisd

Year-To-Daty

Pilor
Year-To-Date

Budget

EXPENSES-
SALARIES & WAGES
WAGE TAXES:
EMPLOYES INSURANCES
AQ1K & PROFIT'SARING:
UNEMPLOYMENT TAXES
WORKMENS COMPENSATION
REPAIRS-PLANT & EQUIP.

REPAIRS & LIC-MOBILE
GAS & FUEL

INSURANGE, BONDS] ETC.
PROPERTY TAXES
UTILITIES
TELEPHONE; MARKETS
PLANT SUPPLIES

OFFIGE SUPPLIES

BANK CHARGES:
ADVERTISING & GIFTS
DUES & SUBSCRIPTIONS
PROFESSIONAL FEES
LEGAL & OTHER FEES:
PEST CONTROL.

MISC, EXPENSES!

SEASEONAL INTEREST EXRENSE

TERM INTEREST EXPENSE
DEPRECIATION

TOTAL EXPENSES

$28,130.00
B,523.28
2869.50;
248.24
500.00
318732

10840
§75.09
514200
2,600,00
{12406
g§92.92
1,024.32

551.84
600

.00

325.00
2450.00
§07.66
90.00

246764
10497.06
348463
§:;020.00.

$26,130.00
1,098.96.
8,623.28
269,50
248,24,
500,00
3187.32

105.40
87599
5,142.00
2,600.00
142406
892,92
102432

551.84
9.00
0.00

325.Q0

2,450:00
807.68
80:00

10,497.05~ v~

-8,484.63
6:520.00 v

$26,124.00
1,998.49
7,163:62
1,250.00
58,38
50448
12,123.02

3,086,086
157239,
494225
2,641,653
202141
138824
1,120.84

40287
0.00
0.00.

2,360.00

82494

185.00

180.99°
7.674:32
5,458:69
6,300.00

OGO Od MM AE

Choex O g T

OO0

§79,144.7F

$79,144.77

$01,218.71

=

Soe Accountants Campliation Report

BB--00268
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Grand Forks Béan Company, Inc. Page 6
Statement of Receipts and Sales.
For the period ending September 30, 2014 & 2013

REGEIPTS.
Réport:for Peifod 3

'Curré.nt Prior
Padod  YearTo-Date Year-To-Date-

PINTO:BEANS!
SPLITS

Total

owT 8 o

, i 49918
CWT 231 291 b

0:

CWT 231 231 49818

SALES

Cirrent , _ Prior
Period YéarToDats  YearTo:Date Budyet

Report for Péerléd 3

PINTO). BEANS
SPLITS

cwr 3,016 3,018 175 O
CWT 628 625 0 4.

See Accotiniants Compilation Report,

BB--00269
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Date : 09/30/14

Grand Forks Bean Company, Inc.
Inventory-Statement

Page .7

CURRENT INVENTORY. PRICING:

Commaodity Curent
inventory

{Units)

Prige Amousit Storage
Ligbility
{Units)

Price

Ampunt:

PINTO BEANS 51,869.50 $24.00 -$1,245,348:00 0.0¢

Avatlable Watking Cdpital:

$1,245,348.00

Working Capital Analysis:
© September 2014 Jung 2014

$0.00

$0,00

5000

September 2013

{3428,98954) ($59,007.86)

$155,643.04

BB--00270
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Grand Forks Bean Company, Inc.

) Markat Position
Date : 08/30/14. Page: 8
PINTO BEANS:
fnventory 51,800
Terminal Slorage
in Translt--PL ) )
Con, PurchiasesCur-TA 20,000
Cont, Purchase-NG-TA
SubTotsl , 71,880
e Lisbily |
torane: Liability
BiE Uability
PiL Liahility 31,178
G/B Liabliity
Open Slorage:
Sold TA-Gurtent 13,780
Sold TA-New Crop
SubTota) 44,968
Long{Shodt) Market 26,924
BB--00271
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GRAND FORKS BEAN COMPANY, INC.
Statement Of Ghanges In Working Capital

Working Capital Frovided By:
Net Pracéeds (Loss) For The Peried

Net Lotal Froceads (Lossy

Depregiation: (Nat Requiring Working Gapital)

Basls in Fixed Assels Disposed
Paid In Capitaf

Working Capital Providéd

Working Gapital Applied Tos
Purchase OF Fixed Asséls

Long Term.Dibt Pagments
Reclassification of Teon Debl-Current
Bhareholder Draws.

Working Capital Applied

Net Change tn Working Capitil

Weorking Capital Beginning Of Year

Period.
Ended
9-30:14

(376,228,38)

Page 9

9.30-13

(88,004,20)

{376,228.38)

6,020.00:
15,101.18

17460069

{88,004 20)

6,300.00

(180,497:51)

{61,704.20)

12,810,00
2006200.60
(29/686.52)

.. 80bo.00

10,006.67
48315
23,000,00

8348982

__18937aAT

(369,871.68).

{115,194.02)

(428,069.54)

j28j1,1137«.§6 .

165,943.04
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Balance Sheet Statistics
Waoirking Capitat

Net Lng-Term Debt:
NetWorth

Brofitability
Net Praceeds (Loss)

Volume;,
Gross Sales Dolfars

Pinto Bean Receipts (Cwt)
Margins PerCwt,

Storage & Handling

Expenses.

Salarles & Benefits
Repairs. & Petroleum Cosls
Interest Expedses
Depreciation

Other Expenses

Totat

Accotints Recelvabis Aging

0 10,30 Days:

31 t0.60 Days
61 t6.9Q Days
Over 90 Days.

Total

FTy

&

A

GRAND FORKS BEAN COMPANY,.INC.
‘Statistical Worksheet

091302014

{428,969.64)
187,961.06.
{455,741.90)

(376,226,38)

(76,430.85}

a
(99.6653}

37,680.97
3,968.71
13,961.66

6,020.00
17.504.41

79,144:77

51,312,15

o R £

09/30/2013.

0913072012

09/30/2011

Page 10

09/30/2010

165,943:.04
490,909.44
(44,221.19)

{68,004,20}

7524051

46,918
18637

2,945.36

37498.07
1788349
13,031.01

6,300.00
4 ?'.062T4

91,276.71

12,220.00

12,220.00

$
§

$

s

(2.810.70) 3
431,974.54.

(232,104.22) $

(189.93040) §

114704881 §

86,726
{2.5890) &

(18,538.73) §

4481228 S
5801.81.
15,137.20
141;370.00
17,160.11

0428140 §

72,804.00.

7290400 $

149,456.81
480:888.58

F7,7TET3)

6.969.87

3,014.00

32,383
1.526,2525

(11,128.44)

47,893.97

2,788.48
18,704.16
17.200.00
14,280.27

100,876.88

64,430.00

64 ,430.00

$

$

$.

$,

$,

$

&R,

204,251.05
516,455.28

10,421.22.

(125,133:08)

5,324.00

46,459
{54,1940)

hd

62:594.37
226589
757871

17,250.00

17.952.44

107,640.21

3,150.00
1,100.00
6,080.00
70,970.00

81,340.00
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ANNUAL FINANCIAL REPORT

GRAND FORKS BEAN COMPANY, INC.

( GRAND FORKS, NORTH DAKOTA -

— e - SR

FOR PERIOD: JULY 1, 2012 TO JUNE 30, 2013
AND

FOR PERICD: JULY 1, 2011 TO JUNE 30, 2012

Date of Incorporation — July 7, 2005

Authorized Capital Stock - $50,000

TODD MCGURK, PLANT MANAGER & OWNER

Dan Mitzel, Assistant
Randy Miller, Assistant

OFFICERS & DIRECTORS

Todd McGurk, President/Secretary

Erickson and Associates, Ltd.
3332 4th Avenune SW » Suite ZA

Fargo, ND

Telephone:

58103-2201
(7011 232-8400
o
]
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INDEPENDENT ACCOUNTANT'S REPORT

RBoard of Directors

Grand Forks Bean Co., Inc.
2120 N. Washington St.
Grand Forks, ND 58203

We have reviewed the accompanying balance sheets of Grand Forks Bean Company,
Inc. as of June 30, 2013 and 2012 and the related statements of income,
stockholders’ equity and cash flows for the years then ended. A review includes
primarily applying analytical procedures to management’s financial data and
making inguiries of company management. A review is substantially less in scope
than an audit, the objective of which is the expression of an opinion regarding
the financial statements as a whole. Accordingly, we do not express such an

opinion.

Management is responsible for the preparation and fair presentation of the
financial statements in accordance with accounting principles generally accepted
in the United States of America and for designing, implementing, and maintaining
internal contrel relevant to the preparation and fair presentation of the

financial statements.

Our responsibility is to conduct the review in accordance with Statements on
Standards for Accounting and Review Services issued by the American Institute of
Certified Public Accountants. Those standards require us to preform procedures
fo obtain limited assurance that there are no material modifications that should
be made to the financial statements. We believe that the results of our
procedures provide a reasonable basis for our report.

of any material modifications that should
statements in order for them to be in
generally accepted in the United States of

Based on our review, we are not aware
be made to the accompanying financial
conformity with accounting principles
America.

Respectfully submitted,

Suchinr gnd B220Tut, , L2,

Erickson and Associates, Ltd
Fargo, North Dakota

July 31, 2013
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GRAND FCRKS BEAN COMPANY, INC.
GRAND FORKS, NORTH DAKOTA
BALANCE SHEET

FOR YEARS ENDING JUNE 30,

ot

2013 2012
ASSETS
Current Assets
Cash and Cash Equivalents: .
Cash on Hand and in Bank 3 227,776.84 $ 52,373.55
Receivables:
Accounts Receivable S 22,660.00 $ 152, 685.00
Other Trade Receivables 45,180.00
Payroll Advances . 2,242.10 2,242.10
Accrued Income 22,436.39 52,265.39
Accrued Gain, Open Contracts 27,500.00
Edible Beans in Transit - Net of Advances 480,599.00 166, 500.00
Total Receivables 3 573,117.49 3 401,192.49
Inventories:
Edible Bean Inventory § 1,527,485.70 $ 1,675,835.40
Merchandise Inventory 8,084.00
Total Inventory $ 1,535,569.70 $ 1,675,835.4¢0
Prepaid Items 6,846.90 2,072.08
Total Current Assets $  2,343,310.93 $  2,131,473.52
Property, Plant, and Equipment
Plant and Equipment - at cost s 602,644.00 $ 591,770.46
Less: Accumulated Depreciation (445,198.739) {400, 319.44)
Real Estate - at cost 29,600.00 29, 600.00
Net Property, Plant, and Bquipment ’ 5 187,045.21 3 221,051.02
TOTAL ASSETS $  2,530,356.14 S 2,352,524.54

{See accompanying notes and accountant's report)
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LIABILITIES AND STOCKROLDER'S EQUITY

2013 2012
Current Liablillities:
Outstanding Checks S 191,195.32 S 51,545.00
Bean Related Payables: .
Priced Beans Payable $ 398,845.81 S 41, 906.00
Delayed Pricing Liability 335,187.57 908, 629.27
Accrued Liability, Open Contracts 84,420.00
Total Bean Related Payables S 818,453.38 $ 950, 535.27

Miscellaneous Payables:

Accounts Payable S 45,382.02 5 32,678.32
Accrued Expenses 12,986.15 17,090.36
Total Miscellaneous Payables S 58,368.17 $ 49,768.68
Seasonal Loans & Current Notes:
Seasonal Loan - Bremer Bank $ 953,412.77 5 850,000.00
Long-Term Debt, Current Portion 40,744.23 38,868.20
Total Seasonal Loans & Current Notes S 994,157.00 S 888,868.20
Total Current Liabilities .S 2,062,173.87 $  1,%40,717.15
Long Term Liabilitles:
Notes Payable $ 442,143.49 S 480,849.41
Less: Current Portion {40,744.23) {38,868.20)
Total Long Term Liabilities $ 401,399.2¢6 S 441,981.21
Stockholgder's Equity:
Capital Stock Common {Authorized 5,000 Shares
@ $10.00 par value, 0O shares Issued & Qutstanding
issued and outstanding
Retained Earnings 66,783.01 (30,173.82)
Total Stockholder's Equity $ 66,783.01 S {30,173.82)
TOTAL LIABILITIES AND STOCKHOLDER'S EBQUITY = & 2,530,356.14 s 2,352,524.54
(See accompanying notes and accountant's report)
BB--00278

Page 460



STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR PERIOD: JULY 1, 2012 TO JUNE 30, 2013

Balance as of 7-1-2012

Stockholders' Distributions

Current Year Profit

BALANCE AS OF 6-30-2013

Retained
Barnings

$ {30,173,

(161,835,

258,792.

82)

25)

08

$ 66,783.

01

FOR PERIOD: July 1, 2011 to June 30, 2012

Ralance as of 7-1-2011

Stockholders' Distributions

Current Year Profit

BALANCE AS OF 6-30-2012

Retained

Earnings

5 (84,767.

(1,191.

55, 785.

60)

43)

21

$ {30,173.

82)

{See accompanying notes and accountant's report)
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STATEMENT OF INCOME

FOR YEARS ENDING JUNE 30,

2013 2012
GROSS SALES 3,917,815.86 2,198,813.07
Deduct Cost of Sales:
Beginning Net Inventory 1,675,835.40 1,157,254.92
Purchases During Year 3,128,318.65 2,227,613.68
Less: FEnding Net Inventory (1,535,569.70) {1,675,835.40)
Total Cost of Sales 3,268,584.35 1,709,033.20
GROSS PROCEEDS FROM TRADING $ 649,231.51 S 489,779.87
Add: Storage & Handling, Local $ {16,779.82) S 49,758.02
Customer Finance Charges 2,528.00 1,032.29
Miscellaneous Income 400.00
Total Service & Other Income $ {13,851.82) $ 50,790.31
GROSS INCOME 5 635,379.69 $ 540,570.18
Less: General Expenses $ 281,003.87 $ 339,128.14
Bad Debts Expense 7,565.05
Interest 49,146,112 69,867.177
Depreciation 46,437.62 68,224.01
Total Expenses ) 376,587.61 $ 484,784.97
NET INCOME/{LOSS} $ 258,792.08 5 55,785.21
(See accompanying notes and accountant's report}
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STATEMENT OF CASH FLOWS

FOR YEARS ENDING JUNE 30,

Cash Provided by (Used for) Operations:
Net Income for the Year

Add (Deduct) Non-Cash Ttems:
Depreciation

Changes in Certain Elements of Working Capital:
Receivables
Inventories
Prepaids
Payables

Cash Provided hy (Used for) Operations
Cash Provided by (Used for) Investing Activities:
Purchase of Fixed Assets

Cash Provided by
(Used for) Investing Activities

Cash Provided by (Used for) Financing Activities:
Outstanding Checks .
Acquisition {Reduction) of Seasonal Loan
Payments on Long-Term Notes Payable
Stockholders' Distributions

Cash Provided by
{Used for)} Financing Activities

Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, JULY 1
CASH AND CASH EQUIVALENTS, JUNE 30

Interest Paid

(See accompanying notes and accountant's report}

2013 2012

$ 258,792.08 $  55,785.21
46,437.62 68,224.01
(171, 925.00} 346,974.03
140,265.70 (518,580.48)
(4,774.82) 10,478.89
(123,482.40) 70, 426.84

s  145,313.18 $  33,308.50
$  (12,431.81) S (18,420.99)
$  (12,431.81) $  (18,420.99)
$  139,650.32 $  40,582.64
103,412.77 10,000.00
(38,705.92) (46,149.78)
(161, 835.25) (1,191.43)

$  42,521.92 $ 3,241.43
$  175,403.29 $  18,128.94
52,373.55 34,244.61

S 227,776.84 $  52,373.55
$  52,366.49 $  68,095.80
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GRAND FORKS BEAN COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

FOR YEAR ENDED JUNE 30, 2013

Note 1 - Summary of Significant Acceounting Policies

Nature of Operations: The Company is an S-Corporation, operating in the edible
bean and custom cleaning business, which includes the merchandising of dry

The Company and its stockholders elected to be tazed as a Sub-
Under this

Instead

edible beans.
Chapter § Corporation for federal and state income tax purposes.

election, the company is not subject to federal or state income taxes.
shareholders are taxed on their share of the corporate taxable earnings.

General Method of Accounting: For financial statement purposes, the Company is
utilizing the accrual basls of reporting.

Use of Estimates: Management uses estimates and assumptions in preparing
financial statements in accordance with generally accepted accounting
principles. Those estimates and assumptions affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities,
and the reported revenues and expenses. Actual results could vary from the

estimates that were used.

Fair Value Measurements: The Company determines the fair value of certain
assets and liabilities in accordance with the provisions of FASB ASC 820 “Fair
Value Measurements and Disclosures”. Fair value is defined as the price that
would be received to sell an asset, or the price that would be paid to transfer
a liability, in an orderly transaction between market participants at the
measurement date. ‘The standard establishes a valuation hierarchy, which
prioritizes the valuation inputs into three broad levels as follows:

Level 1: inputs consist of quoted prices in active markets for identical
assets and liabilities.

Level 2: inputs consist of quoted prices for similar assets and liabilities in
active markets, or inputs that are observable for the asset or liability, either
directly ox indirectly through market corroboration. ’

Level 3: inputs consist of unobservable inputs based on the Company’s own
assumptions used to measure assets and liabilities at fair value.

Subseguent Events: Management has evaluated subsequent events through July 31,
2013, the date the financial statements were available to be issued.

Concentration Risk: .
1. The company primarily transacts its’ business with one financial

institution. Deposits in this financial institution periodically exceed
FDIC’'s insured limits with this financial institution. Deposits in this
financial institution totaled $38,547.59 as of June 30, 2013.

2. The company grants credit to customexs', substantially all of who are local

residents in the trade area, who are primarily invelved in agribusiness.
Most of the credit granted is unsecured with no collateral policy.

Note 2 - Cash Eguivalents
The Company considers all liquid investments with original maturities of

three months or less to be cash eguivalents. Cash eqguivalents cansist of cash on
hand and deposits in the bank.
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Note 3 - Receivables
1. Accounts Receivable - are from sales of bean seed and services to its

agricultural customers. The Company evaluates the collectibility of all
receivables at year-end. Amounts considered uncollectible are written off using
the direct write—off melthod. Aging of accounts receivables are as follows:

6/30/2013 6/30/2012
30 Days & Undex $ 8,960.00 $121,165.00
31 Days to 60 Days 16,500.060
61 Days to 1 Year
1 Year & Over 13,760.00 15,020.00
Total Accounts Receivable $ 22,660.00 $ 152,685.00

2. Other Trade Receivables ~ is a receivable from the company’'s insurance provider
in 2013 for the balance of stock liability coverage from fire damage in March of

2013,

3. Payroll Advances - Advances are given to employees which will be deducted from
future payroll.

4, Accrued Income — represents accrued service charges on edible beans on open
delayed pricing contracts.

¢ FEdible Beans in Transit - is a receivable for inventory that has been shipped as
of the balance sheet date and payment was received in the subsequent period.
The transit grain is priced according to confirmation of sales or actual returns

and net of any applicable advances.

Note 4 - Inventories
1. Edible bean inventories and all corresponding bean liabilities have been

designated as a hedged item in a fair value hedge. These bean inventories and
their corresponding liabilities are valued at market value. Edible bean
inventories are shown net of any advances given on inventory sold on sales

contracts not yet delivered.

2. Merchandise inventories consist of bean seed and are valued at lower of cost or
market,

Note 5 - Prepaid Items
Prepaid items are expenses, merchandise order, or credits for returns. These

items are either expenses paid in advance or credits that have not yet been received.
The major categories of prepaid items are as follows:

6/30/2013 6/30/2012
Prepaid General Expenses $ 6,846.90 3 2,072.08
Total Prepaid Items S 6,846.90 $ 2,072.08
BB--00283
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Note 6 - Property, Equipment and Depreciatiofi

Property and equipment are carried at cost. Depreciation is calculated using
various methods over their estimated useful lives. Maintenance and repair costs are
expensed as incurred. Expenditures, which materially increase values or extend the

useful life of existing fixed assets, are capitalized.

Estimated useful lives of assets for depreciation are as follows:

Accumulated
Cast Depreciation Useful) Life
Buildings $ 245,10C.00 $ 123,150.00 S to 40 Years
Equipment 302,131.81 290,655.13 5 to 20 Years
Mobile Equipment 55,412.19 31,393.66 5 to 10 Years
Total $ 602,644.00 S 445,198.79

Impairment of Long-Lived Assets

Management has reviewed the fixed assets  for impairment. In regards to the
carrying value of its fixed assetls, management feels that by using accelerated useful
lives for depreciation, the carrying value of its fixed assets reflects market value.

Note 7 - Bean Related Payables
1. Priced Beans Payable — is a payable for beans on a priced assembly sheet.

custoner has either not yet reguested payment or signed a deferred payment
contract for payment at a later date. ’

The

2. Delayed Pricing Liability - represents'a payable for beans on a delayed pricing
contract or on an assembly sheet with a delayed pricing designation. The beans
are not priced in any form, but title to the beans has passed to the company.

3. Derivative Contract Accruals - the company utilizes forward purchase and sales
contracts to hedge against price level change risk in bean inventories and bean
liabilities. These contracts are considered a fair value hedge. Gains and
losses on these designated fair value hedge derivatives are included within the
cost of goods sold of these bean items. The open contractual obligations are

any corresponding accrued gain or loss are booked

compared to market value and
Details of

to the income statement and included ih the cost of goods sold.
derivative contracts are as follows:

6/34/2013 6/30/2012
Accrued Equity in Bean Purchase Contracts 5 95,080.00 S ) -
Beerued Equity in Bean Sales Contracts (179,500.60) 27,500.00
Net Equity in Open Contracts $ (84,420.00) S 27,500.00

Note 8 - Miscellaneous Payables
1. Accounts Payables - are payables to vendor of the ccmpany in the normal

course of business.

2. Accrued Expenses - are expenses incurred in the business year but not paid
until the subseqguent period.
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Note 9 - Seasonal Loans and Current Notes
The company has the following short-ternm line of credit with the following

entity:
Interest Amount Balance due as
Rate Available of 6-30-2013
Bremer Bank, N.A. (Revolving {Variable)
Line of Credit)
Operating Loan #45000887
Subject to Renewal 10-25-12 4.25% $ 1,000,000.00 S 953,412.77
Working Local Net
Loan Covenants Capital _ Worth
Bremer Bank S 150, 000 S 50,000
6-30-13 Balance Sheet $ 281,137 S 66,783
Note 10 — Long-Term Debt - Notes Payable
Current Poxtion
Interest Balance Due within
Payee . Collateral Maturity Rate Due One Year
Alerus Financial The Company has executed security
Note $#704121003 agreements on the note whereby virtually
{Intexmediate all inventories, receivables, and fixed
Term Loan assets are assigned as collatcral thexeon.

Dated 9-28-2009)
{Original Loan $400,000)

Quarterly payments of $11,087.12 starting Nov. 1Y, 2005

{Fixed)
8-1-2020 4.44% 5 225,727.80 5 28,524.53
Small Business The Company has executed security
Administration agreements on the note whereby virtually
Note #910233-40-02 all inventories, receivables, and fixed
12-29-2005 assets are assigned as collateral thereon.

{Original Loan $289,000)

Monthly payments of $2,215.72 starting March 1%, 2006

(Fixed)
2-1-2026 6.644% _216,415.69 12,219.70
Total $ 442,143.49 S _40,744.23
Amount
Minimum Term Payments:
6/30/2014 $ 40,744.23
6/30/2015 42,711.75
6/30/2016 ’ 44,775.16
6/30/2017 46,939.29
6/30/2018 19,209.02
Thereafter 217,764 .04
Total $ 442,143.49
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Note 11 - Income Taxes

The company is organized as an S Corporation. The company and its
shareholders elected to be taxed as a Sub Chapter $ Corporation for federal and
state income tax purposes. Under this election, the company is not subject to
federal or state income taxes. Instead shareholders are taxed on their share of
the corporate taxable earnings.

Note 12 - Employee Retirement Plan

The company established a retirement plan under section 401{K) of the Internal
Revenue Code. The plan covers eligible employees who have completed one year of
service with a minimum of 1,000 hours worked during that same period. The company
contributes a minimum of 3% of eligible employee’s compensation. The expense for
year-end June 30, 2013 is $2,536.80 and for June 30, 2012 is $2,377.20.

Note 13 - Advertising Costs 2013 2012
' Costs for producing and distributing advertising

are expensed as incurred. Advertising expenses totaled: $4,338.43 $1,561.22
Note 14 - Fair Value Measurements

The following table presents assets and liabilitles that are carried at fair
value, measured on a recurring basis. The classification of an asset or liability
within the hierarchy is determined based on the lowest level of input that is
significant to the fair value neasurement.

i Fair Value Measurements at June 30, 2013 i
Quoted Prices Significant Significant
In Active Other Observable Unobservable
Markets Inputs Inputs
{(Level 1) {(Level 2} (Level 3)
Assets:
FEdible Bean Inventories $ 1,527,485.70
Liahilities:
pelayed Pricing Liability 3 335,187.57
Open Contracts Accrual .S 84,420.00
{ Fair Value Measurements at June 30, 2012 I
Quoted Prices Significant Significant
In Active Other Obsexvable Unobservable
Markets Inputs Inputs
{Level 1) {Level 2} {Level 3)
- Assets:
Open Contracts Accrual s 27,500.00
Edible Bean Inventories -8 1,675,835.40
Liabilities:
Delayed Pricing Liability 5 908, 629.27
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Note 15 - Market Position

Inventory
Purchase Contracts - N/B TA
Purchase Contracts - N/C TA

TOTALS

Delayed Pricing Liability
Sales Contracts ~ N/B TA
Sales Contracts - N/C TA

TOTALS

Long (Short) with Market

11

{Cwt .} {Cwt . )
Pinto Pinto
Beans Splits
36,853 3,559
2,000
24,000
62,853 3,554
8,690
4,000
30, 000
42,690 -
20,163 3,559

The Company is contingently liable for market fluctuation on the long or short bean

position that is reflected on its market position.

Note 16 - Contingent Liabilities and Commitments

The Company is contingently liable for quality and grade of edible beans it has
on warehouse receipts, open assembly sheets, and price later contracts.
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Board of Directors

Grand Forks Bean Company, Inc.
2120 N. Washington St.

Grand Forks, ND 58203

INDEPENDENT ACCOUNTANT’S REPORT ON SUPPLEMENTARY INFGRMATION

Our review has been made primarily for the purpose of expressing limited assurance
that there are no material modifications that should be made to the financial
statements in order for them to be in conformity with generally accepted
accounting principles. The supplementary financial infarmation contained on pages
13 through 28 has been subjected to the inquiry and analytical procedures applied
in the review of the basic financial statements. Based on our review, we are not
aware of any material modifications that should be made to the accompanying
supplementary financial information in oxder-for it to be in conformity with

generally accepted accounting principles.

Swchins gmd 20Tty , 22U,

Erickson and Associates, Ltd.
Fargo, North Dakota

July 31, 2013

BB--00288
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STATEMENT OF GEMNERAL EXPENSES

Salaries & Wages
Contract Labor

Payroll Taxes

Employee Insurances
Retirement Plan
Unemployment Taxes
Workmen's Compensation

Employee Related Expenses

Repairs - Plant & Equipment
Repairs - Rolling Stock
Grounds Maintenance

Gas & Fuel Expense

Insurance, License, & Bonds
Property Taxes

Utilities

Telephone & Market Services

Plant Supplies

Office Supplies

Bank Charges

Advertising & Customer Gifts

Dues & Subscriptions
Professional Fees
Legal & Other Fees
Pest Control

Mileage, Meetings, & Travel

Cash Short
Miscellaneous Expense

TOTAL GENERAL EXPENSES

FOR YEARS ENDING JUNE 30,

2013 2012
$ 118,352.20 $ 211,144.06
533.10 .00
9,053.96 16,152.55
27,566.58 26,884.68
2,536.80 2,377.20
415.22 358.44
1,528.90 1,739.70
$ 159,986.76 $ 258, 656.63
18,478.48 3,679.59
4,220.71 3,624.89
9,323,95 168.83
5,826.92 6,311.25
16,945.00 15, 135.00
8,671.50 8,153.29
14,244.93 11, 955.67
3,545.74 3,907.53
5,988 .95 989,40
5,721.59 1,121.63
205.00 1,103.90
4,338.43 1,561.22
1,675.40 728.26
9,300.00 8,900.00
5,974.92 7,731.02
630.00 490.00
3,000.00 3,248.04

60.00
2,865.59 1,661.99
$ 281, 003.87 s 339,128.14

{See accountant's report on supplementar information)
pp Y
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}/
(J/(” 14
COMMODITIES HANDLED (\V/
AV
FOR YEAR ENDING JUNE 30, [
W
v b i
2013 Sy 2012 \’7
013 I\
New \) New 2013 ) 2012
Receipts Receipts Sales Sales
Cormnmodity Net Cwt. Net Cwt. Net Cwt. Net Cwt.
Pinto Beans . 90,164\‘-, 45,147 87,265' 45,734
TOTAL HANDLED " 80,164 45,147 87,265 45,734
Splits - Cwt. 4,000 441
Merchandise Sales - Dollars: .
Edible Bean Seed $ 55,548.00 $ 167,545.00
(See accountant's report on supplementary information)
BB--00290
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WEIGHT STATEMENT

JUNE 30, 2012

Overages
Measured Potential Overages (Shortages)
Book Cr Actual Qverage (Shortages) Not
Commodity Inventory Inventory {Shortage) Recognized Recognized
Pinto Beans -~ CHWT
Pinto Splits -~ CWT
Note: ©No Pinto Bean
Measurement Taken,
Book Inventory Used
NOTE: INVENTORY ADJUSTMENTS MADE DURING THE YEAR
" Pinto Splits 09/30/12 3,000.00 Cwt. Overage Per Measure Up
{See accountant's report on supplementary information)
BB--00291
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ommodity

Pinto Beans
Splits

Total Beans

Merchandise:

Bean Seed

GRAND TOTALS

Commodity

Pinto Beans
Splits

Total Beans

Merchandise:

Bean Seed

GRAND TOTALS

16
STATEMENT OF GROSS MARGINS ON SALES

FOR THE YEAR ENDING JUNE 30, 2013 & 2012

For The Year Ended June 30, 2013

Cost of ' Gross Per Unit
Sales Sales Margins Margin
$ 3,159,058.15 $ 3,801,426.58 $ 642,368.43 $ 7.3611 Cwt.
60, 587.00 €0,841.28 254.28 0.0636 Cwt,
$ 3,219,645.15 $ 3,862,267.86 $ 642,622.71 16.64%
$ 48, 939.20 $ 55,548.00 S 6,608.80 11.90%
S 3,268,584.35 $ 3,917,815.86 S 649,231.51 16.57%

For The Year Ended June 30, 2012

Cost of Gross Per Unit
Sales Sales Margins Margin
$ 1,636,524.987 $ 2,019,654.27 $ 383,169.30 S 8.3782 Cwt.
(91,967.50) 11,573.80 103,541.30 234.7875 Cwt,
$ 1,544,557.47 $ 2,031,268.07 § 486,710.60 23.96%
S 164,475.73 $ 167,545.00 5 3,069.27 1.83%
$ 1,709,033.20 $ 2,198/813‘0? S 48%9,779.87 22.27%

{See accountant's report on supplementar information)
P P Y
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STATEMENT OF CHANGES, IN WORKING CAPITAL

FOR YEARS ENDING JUNE 30,

Working Capital Provided by:
Net Income For The Year
Adjustment To Income:
Depreciation, Not Requiring Working Capital

Total Working Capital Provided

Working Capital Applied To:

Purchase of Fixed Assets

payments on Long-Term Notés - Alerus Financial
Payments on Long-Term Notes - SBA
Reclassification of Long-Term Debt — Current
Stockholders' Distributions

Total Working Capital Applied

Net Change in Working Capital

Working Capital as of JULY 1,

WORKING CAPITAL AS OF JUNE 30,

17

(See accountant's report on supplementary information)

2013 2012
S 258,792.08 ) 55,785.21
46,437.62 - 68,224.01
$ 305,229.70 S 124,009.22
$ 12,431.81 S 18,420.99
27,130.15 35,184.01
11,575.77 10,965.77
1,876.03 2,198.37
161,835.25 1,191.43
s 214,849.01 s 67,960.57
S 50,380.659 $ 56,048.65
190,756.37 134,707.72
S 281,137.06 3 190,756.37

BB--00293
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CASH ON HAND AND IN BANK

JUNE 30, 2013

Ccash on Hand, as per books, 6~30-2013 $ 189,234.25

Verified by Physical Count, 7-3-2013

Cash in Bremer Bank, N.A., Grand Forks, ND:
Their Credit Balance, as per statement, 6~30-13

_Checking Account #3636426 38,542.59

TOTAL CASH ON RAND AND IN BARK 5 227,776.84

ACCOUNTS RECEIVABLE

JUNE 30, 2013

1 Year 61 to 31 to 60 30 Days
Nane & Over 1 Year Days & Undexr Total

Grafton Farmers Elev. s 6,880.00 S 6,880.00

Nelson Farms S 3,560.00 3,560.00
Nelson, Brad 5,340.00 5,340.00
Nelson, Jason 6,880.00 6,880.00
TOTALS $ 13,760.00 5 - $ - 5 8, 900.00 s 22,660.00

(See accountant's report on.supplementary information}
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OTHER TRADE RECEIVABLES

JUNE 30, 2013

Continental Western Insurance $ 45,180.00
— Balance of Stock Insurance Coverage from Fire Damage '
TOTAL OTHER TRADE RECEIVABLES $ 45,180.00
PAYROLL ADVANCES
JUNE 30, 2013
Randy Miller {employee) S 2,242.10
TOTAL PAYROLL ADVANCES S 2,242,10
ACCRUED INCOME
JUNE 30, 2013
Accrued Service Charges on Open Price Later Contracts S 22,436.39
$ .22,436.39

TOTAL ACCRUED INCOME

{See accountant's report on supplementary information)
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P.W. Montgomery, LLC
Russ Davis Wholesale
US Foodservice

Edible Beans in Transit

Less:

TOTAL EDIBLE BEANS IN TRANSIT

Commodity
Pinto Beans

Pinto Splits

TOTAL EDIBLE BEAN INVENTORY

Edible Bean Seed:

Sales Advances

EDIBLE BEANS

JUNE 30,

2013

IN TRANSIT

EDIBLE BEAN INVENTORY

JUNE 30,

Quantity
36,852.63 Cwt.

3,558.70 Cwt,

2013

=l
=
IR
93

$ 40.00

5 15.00

MERCHANDISE  INVENTORY

JUNE 30,

Pinto Bean Seed - Windchester

TOTAL MERCHANDISE INVENTORY

2013

94.00

Cwt .

I

@

S 626,724.00

250.00

5,625.00

$ 632,599.00

{152,000.00}

$ 480,599.00

Total
$ 1,474,105.20

53,380.50

$ 1,527,485.70

(See accountant's report on supplementary intormation)

$86.00 §,084.00
$ §,084.00
BB--00296
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Prepaid Expenses:

Blue Cross Blue Shield of NI

TOTAL PREPAID ITEMS

{See accountant's

PREPAID ITEMS

JUNE 30, 2013

Paid Through:

10/1/2013 8 6,846.90

21

$ 6,846.90

report on supplementary information)
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FIXED ASSETS AND DEPRECIATION
GRAND FORKS BEAN COMPANY, INC.
FOR 12 MONTH PERIOD ENDING JUNE 30, 2013

Date Acg Description Meth/Life Cost Depx Basis Beg A/Depx Curr Depr BEnd A/Depr
ASSET A/CH: 100 - BUILDINGS

09/28/05 Office 14'x50! MSL/15.00 8,600.00 8,600.00 3,726.65 573.33 4,299.98
09/28/05 Brock Bin 60M Bu. MSL/15.00 56,200.00 56,200.00 24,353.35 3,746.67  28,100.02
08/28/05 Westeel 3300 Bu Hopper Bin MSL./10.00 2,400.00 2,400.00 1,560.00 240.00 1,800.00
09/28/05 {2) 50'x100' Bean Stg Quonsets MSL/15.00 117,000.00 117,0060.00 50,700.00 7,800.00 58,500.00
¢9/28/05 50'x100*' Processing Planl MSL/15.00 60,900.00 60,960.00 26,390.00 4,060.00 30,450.00

Grand totals: 160 - BUILDINGS (5 assets) 375,100.60 245,100.00 106,730.00 16,420.00 123,150.00

ASSET A/CH#: 200 - EQUIPMENT

09/28/05 Truck Scale 60'x40’ MSL/ 7.00 13,700.00 13,700.00 12,7%21.41 378.59 13,700.00
09/28/05% Dust System MSL/ 7.00 24,000.00 24,000.00 22,.285.71 1,714.28% 24,000.00
09/728/05 2M Bu Receiving Leg & Pit MSL/ 7.00 17,100.0¢0 17,1068.00 15,878.5% 1,221.41 17,100,900
03/28/05 Laddexs, Fill & Reclaim Conveyor MSL/ 7.00 41,100.0¢ 41,104¢.00 38,164.29 2,935.71 41,100.00
09/28/05 100' Top Conveyor ~ Brock Bin MSL/ 7.00 6,500.00 6,5006.00 6,035.71 464,29 6,500.00
03/28/05 72’ Conveyor & Catwalk - Brock MSL/ 7.00 11,300.00 11,300.00 10,492.88 807.12 11,300.00
09/28B/05 75' Unload Conveyor - Brock Bin MSL/ 7.00 9,206.00 9,200.00 8,542,988 657.12 9,200.00
09/28/05 Crippen LG38B8 2ZH/S Scalpex Aix MSL/ 7.00 37,900.00 37,900.00 35,192.88 2,707.12 37,900.00
£9/28/05 Crippen CP588 Air Cleanerx MSL/ 7.00 37,900.00 37,800.00 35,192.88 2,707.32 37,900.00
49/28/05 Oliver 160A Gravity Sepaxator MSL/ 7.00 18,200.00 18,200.00 16,800.00 1,300.00 18,200.00
09/28/05 Oliver 6048A Destoner MSL/ 7.00 12,100.00 12,100.00 11,235,7) 864.29 12,100.00
09/28/05 Howe-Richardson G17 Bagger, MSL/ 7.00 7,600.00 7,600.00 7,057.12 542.88 7,600.00
09/28/05 Bulk Rail Loadout Conveyor W/ MSL/ 7.00 7.600.00 7,600.00 7.657.12 542.88 7,600.00
09/28/05 Misc. Legs & Spouting MSL/ 7.00 45,500.00 45,500.00 42,250.00 3,250.00  45,500.00
05/29/13 B Model 100 Enpress Sewing Head MSL/ 17.00 4,419.48 4,419.46 0.00 315.67 315.67
66/25/13 A 4x4 5000# floor scale MSL/ 7.00 1,665.18 1,665.18 0,00 118.94 118.34

Grand totals: 200 - EQUIPMENT (16 assets) 295,784.64 295,784.64 269,007,138 21,127.43 290,134.61

ASSET A/C#: 300 - MOBILE EQUIPMENT

09/28/05 Cat TS50B Forklift MSL/ 7.00 ‘3,300.00 3,300.00 3,064.29 235,71 3,300.00
09/28/05 Brudi $#24200 Siip Sheet MEL/ 7.00 2,000.00 2,000.00 1,857.12 142.88 2,000.00
08/28/05 1975 €6 Chevy Truck MSL/ 7.00 2,000.0¢ 2,000.00 1,857.12 142.88 2,000.00
09/28/05 Speedking 10"x70*' Conveyor w/ MSL/ T.00 2,000.60 2,000.00 1,857.12 142 .88 2,000.00
09/28/05 Speedking 10"x40' Conveyox w/ MSL/ T7.00 1,300.00 1,300.00 1,207.12 92.88 1,300.00
45/28/05 2002 LS 180 Newholland Skidsteer MSL/ 7.00 10,500.00 10, 506.00 9,750.00 750.00 10,500.00
Grand totals: 300 ~ MOBILE EQUIPMENT ({6 assets) 21,100.00 21,100.00 18,592.77 1,507.23 21,180.00

ASSET A/C#: 350 - VEHICLES
03/28/12 2012 Ford 150
Grand totals: 2350 - VEBICLES (1 assets) 34,312.1% 34,312.19

MSL/ 5.00 34,312.19  34,322.19 3,431.22 6,862.44  10,293.6%
3,431.22 6,862.49 10,263.66

ASSET A/C#: 500 - OFFICE EQUIPMENT

10/31/05 D HP Computex, Monitor & MSL/ 5.00 1,558.27 1,558.27 1,558.27 0,00 1,558.27
10/24/12 A HP 4000 Computer, Monitor, MSL/ 5.00 2,350.08 2,350.08 0.00 235.01 235.01
12705712 A& New office furniture MSL/ 7.00 2,070.26 2,070.26 ¢.00 147.88 147.88
06/12/13 A Nordic Track X9i MS1./ 7.00 1,926.83 1,926.83 ¢.00 137.63 137,63
Grand totals: 500 - OFFICE EQUIPMENT {4 assets) T 77,905.44 7,905.44 1,558.27 520.52 2,078.75
Less: 1 Disposed assets (Current Depreciation: 1,598.27 1,558.27 1,558.27 1,95%8.27
Net totals: 500 - OFFICE EQUIPMENT (3 assets} 6,347,117 6,347.17 0.00 520.52 T20.52
Grand totala for all accounts: (32 assets) 604,202.27 604,262.27 4060,319.44 46,437.62 446,757.06
Less: 1 Disposed assets (Current Depreciation: 1,558.27 1,558.27 1,558.27 1,5%8.27
Net totals for all accounts: (31 assets) Tg67, 644,00 602, 644.00 398,761.17 46,431.62 445,198.79

BB--00298

{See accounktant’s report on supplementary information)
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DISPOSED ASSETS

23

JUNE 30, 2013
Description Acqy Satd Cost  Accum. Depr. Net Book Value Setling Prica Galn {Loss}
Assels Disposed/Traded in December

HP Computer, Monitar & Peinter/Fax/Copier 10/31/a5  12/31/12 1,558.27 1,558.27 0.00 Q.00 Q.00
Disposed Asset Totals for December 1 Disposed assets listed, 1,558,27 1,558.27 0.06 0.00 0.00

0 Traded assets listed. 0.00 8.00 0.06

1 assets Hsted. 1,558.27 1,558.27 0.00
Grand Totals 1 Disposed assets listed. 1,558.27 1,558.27 0.00 0.00 0.00

0 Traded assets listed, 0.00 0.00 0.00

1 assets listed. 1,558.27 1,558.27 0.00

* - Will not print on IRS Form 4797.
(See accountant’s report ow supplementary informationi
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DATE

9-28-05

REAL ESTATE

JUNE 30, 2013

Lot Two(2)., Block One(l), State Mill Addition
to Grand Forks, ND

{See accountant’s report on supplementar information)
p pp Y

$29,600.00
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OUTSTANDING CHECKS

JUNE 30, 2013

(b detailed list may be found in the office.)

PRICED BEANS PAYABLE

JUNE 30, 2013

Commodity ’ Quantity Price
Pinto Beans 12,589.83 Cwt. $ 31.68

TOTAL PRICED BEANS PAYABLE

DELAYED PRICING LIABILITY

JUNE 30, 2013

Commodity Duantity Price
Pinto Beans 8,690.37 Cwt. S 38.57

YOTAL DELAYED PRICING LIABILITY

(See accountant's report on supplementary information)

25

191,195.32

Total

398,8145.81

398, 845.81

Total

335,187.57

335,187.57
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ACCRUED GAINS AND LOSSES ON OPEN CONTRACTS

Purchases Contracts:

TA N/B Pintos 2,000
6-30-13
Accrued

TA N/C Pintos 24,000

6-30-13
Accrued

Sales Contracts:

TA N/B Pintos 4,000
Margin

6~30-13
Accrued

TA N/C Pintos 30,000
Margin

6-30-13
Accrued

JUNE 30, 2013

Value
Gain

Value
Gain

Value
Loss

Value
Loss

TOTAL ACCRUED GAINS AND LOSSES CON QPEN

Cwt. @
Cwt. @
Cwt . @
Cwt ., @
CONTRACTS

Ly
(e
[ Nl

$ 36.
40,
.92

$ 37.
.00)
.50

34

40.
$ (5.

$ 38.
.00)

{4

34.
40.
$ (5.

w

o w
o o

08
00

-

50

00

50}

15

75

00
25)

1,000.00

Y

94, 08G.00.

(22,000.00)

$  {157,500.00}

S {84,420.00)

{See accountant's repori on supplementary information)
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ACCOUNTS PAYABLE

JUNE 30, 2013

27

Federal Withholding & FICA Taxes - Balance Overpaid S (5,800.02)
Unemployment Taxes - 2Znd Quarter Fed & State 300.89
ND & MN State Withholding Taxes - 2Znd Quarter 717.00
Employee Payroll Withholdings 3,914.30
Edible Bean Tax 3,559.65
Continental Western Ins. . 21,480.20

- Advance Estimate on Property Damaged by Fire not yet repaired
DW Sturt - Brokerage Commissions 8,920.00
Burlington Northern Santa FE - Pinto Freight Charges 10,000.00
Treasure Valley Seeéd 2,290.00
TOTAL ACCOUNTS PAYABLE $ 45,382.02

ACCRUED EXPENSES
JUNE 30, 2013
Accrued Interest LExpense:

Long Term - Alerus Financial , S 1,669.19
Erickson & Associates, Ltd. - Professional Fees 3,720.00
Grand Forks County - Property Taxes 7,000.00
Miscellaneous Expenses Paid After Cutoff 596,96
TOTAL ACCRUED EXPIENSES ) $ 12,986.15

(See accountant's report on supplementary information}
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INSURANCE 1IN FORCE

JUNE 30, 2013

Inception Expirotion Policy

Company Dale Date Number Amount Coverage Premium

Property Insurance:

Continental Western
Ins. Co. 9-~-27-12 9-27-13 2903641.21 $780,000 Buildings & Equipment

{Ag States Agency, LLG)
$250,000 Newly Acquired Buildings § Bquipment

$3,000,000 Inventory & Stock

Loss Payee/Mortgqages: $250,000 Hewly Acquired Stock
5 3 i 5] N : .
Alerus Financial, GF, RD $150,000 Mobile Equipment

pakota Certified Dev. Coxp./SBA
$10,000 Tank Leakage

510,000 Debris Removal and Pollutant Cleanup

$100,000 Mortgaged/Stolen Grain Coverage
Business Incowe:

$50,000 Combined Loss of Income & Extra Expense

$25,000 Accounts Receivable

Crime_Insurance:

$50,000 Employee Fraud

$1,000 Money & Securities

Ruto Insurance:
$1,000,000 tninsured/Underinsured Motorist

$1,000,000 Liability

General Liability:
$1,000,000 Per Occurrence Limit
$2,000,000 General Aggregate

55,000 Medical Payments per Accident $15,065.00 A

9-27-12 9-27~13 N0161838 $1,000,000 Aggregate Limit $1,000.00 A

First International, ’
Insurance 11-20-12 11-20-13 66024305 5100,000 ND Warchouse Bond 5580.00 A

{(See accountant’s report on supplementary information}
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Selling Grain?

Know your rights and responsibilities regarding
grading dispules, payment, storage raies, and handling fees.

NO GRAIN LICENSE—
NO BOND PROTECTION

ro  Bond coversge does not exist if a buyer is
nof Yicensed. I grain is sold to an unlicensed
buyer and if the buyer does not pay for the
grain, there is no bond coverage available
10 help pay the seller, Court action may be a
farmer’s only recoussc if an unlicensed buyer
fails (o pay for gsain. Therefore, farmers.
sre strangly encouraged 1o check to ensure
that the buyer is licensed. Warehouses and
grain buyers must be Jicensed and bended.
Unlicensed buyers are operating illegally.

55 In North Dakota, bond requirements are based
on the physical size of an elevator or on the
amount of grain that a grain buyer handles.
Even if the buyer is licensed and bonded,
there is no poaraniee that farmers will
be fully reimbursed if n buyer becomes
insolvent. If the buyer does not have enough
grain and bond asscts available to salisfy
al}-valid grain claims, available funds ase
distributed op 2 prorated basis.

»  Farmers must also be awnre that bond

coverage may not be available if grain is
sold to a company that is located outside the
state. Jf grain is sold (o out-of-state entitics,
the laws of the state in which the buyer is
located .may govern the transaction. Farmers
may find that they have far fess protection in
those states than they do if the grain was sold
to a company that is licensed in North Dakota.

w0  To find out if o warchouse ar grain buyer is

licensed in North Daketa, visit the Puablic
Service Commission web site al www.psc.
state.nd.us or call (701) 128-4097.

& A
¥o Deosion
z  oaiBr §
: %’ <

CREDIT-SALE CONTRACTS AND
INDEMNITY FUND

1  Delayed price and deferred paymeni
contracts aye examples of eredit-sale
contracts. State faw defines credit-sale
contracts as wrilten g1ain sale conptracts that
provide that the sale price may be paid more
than 30 days alier the delivery o selease of the
pram fos sale.

Title 10 grain will pass from the farmes to the buye
when a credit-sale contraci is signed, unless the
farmer bas signed a contract providing for the title (o
the grain 10 pass to the buyes at the time of delivery.

Farmers should be awase 1hat credit-sale contracts
are nol protecied by 1he buyer's bond unless the
buyer las sccwed independeat bond coverage. H the
tuyes has secwred independent bond coverage, the
amount of bond available should be identified in the
contract disclaimer. }f no credin-sale contract bond
coverage is avalable, disclaimes Janguage concern-
ing the lack of bond coverage must be printed in bold
type immediately above the signature block on the
contract. The disclaimer staiement must contain the
following or similar language:

THIS CONTRACT 1S NOT PROTECTED BY
BOND COVERAGE IN THE EVENT OF THE
RBUYER'S INSOLVENCY.

Although there may not be bend protection
afforded to those eptering inlo credit-sale con-
tructs, 2 fund was created by the 2003 Legisiature
that provides profection for unpaid credit-sale
contracts exccoted after Avgust 1, 2003, in grain
elevator of grain buyer insolvencies, Each pation’s
coverage is limited 1o 80% of the pation’s wipaid
credit-sale contracts with the insolvent buyer, uptoa
maximurm payout of $280,000

PSC 2113
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Selling Grain?
Know your rights and responsibilities regarding

grading disputes, paymient, storage rates and handling fees.
{cont.)

Nortit Qakota ?qb!lc Service Commussion - - e -~ lssue G-, Page 2, Rev. January 2015

thai storage contract. Warehouse receipts on
beans expire on April 30 of cach year, other
grain receipts expire on June 30, If expired
seceipts are reissoed, the storage rate in effect
at the time is the rate that will apply to the
renewed receipt.

Farmers should not ronfuse storage

rates with eredif-sale contract service

or handling charges (delayed price and
deferred payment-type transactions). These
fees are not regulated and are governed by
the terms of the contract that s entered
into by the buyer and the seller.

FARMERS--CREDIT-SALE CON-
RACTS MUST BE SIGNED

State law requires that scale tickets be issved for
every load of grain received and that all scale tickets
be converted inio cash, noncredit-sale contsacts,
credit-sale contracis, or warehouse seceipts within ©
10 days afies the grain is delivered to the warehouse.
State law also requires every grain buycr, upon
receiving prain, lo issuc a scale ticket or comparable
seceipt and shall pay the farmer within 45 days of
reccipt of the grain.

A farmer, who makes the decision to sell grain and
take payment more than 45 days afler the delivery
or release of the grain for sale, must enter iNto a
credit-sale contsact with the grain warchouse where
the grain is delivered or with the grain buycr that
received the grain. A credit-sale contract must be o
signed 1o be valid and enforceable. 1f credit-sale
contracls are not signed within the sequired lime,
grain warehouses and grain buyers are at risk of
having 2 complaint filed ngainst them.

GRADING DISPUTES - DON'T WAIT
OR YOU'LL BE TOO LATE

State law does not regulate elevator puschase
prices, premiums, or discounts, State law does
provide, however, thal warchousemen may not
unjustly discsiminate among patrons.

& If o fanmer does not agree with an elevator’s
Farmers are encowaged to wosk with their grain 1cst results he has the right to ask that an
warchouses and grain buyers 0 get all credit-sale independent test be performed on his grain.
contracts signed within the time permitied by state He must, however, ask for the test when the
law. grain is defivered.

w  To initiate the process, the farmer must ask
for the independent test. The farmer and the
warchouseman must then draw a mutuslly
agreeable snmple of the load. This sample

STORAGE RATES AND
HANDLING FEES

Ei34

State law does not prescribe grain clevator
storage rates and handling fecs. Each siate
licensed grain warehouse sels its own
storage rates and redelivery fees {i.e. "m"
and “out” charges).

must be sealed in a container and sentto a
federally licensed inspection service o1 to
some othes mutually agreed to third party for
testing.

. ®  The buyer and the seller are hath obligated
L‘K“fscf’s cannot, however, unjustly 1o aceept the results of the independent test.
(hs?nmxnat_e among palmns..Siate Jicensed The farmer-is-responsible for the cost of the
grain warchouses mvust file their proposcd rate tests
schedulc with the Public Service Commission; 3 State law requires thal warchousemen 2ad

it must also be posted at the warchouse. The

rates may be revised upon fling with the PSC.
Storage rates must be stated on warchouse
receipis. If a warehouseman changes his sates,
the rates that were in effect when a warehouse
seceipt was issucd ore the rates that apply to

grain buyers post a notice concerning the
Jaw’s provisions eoncerning the resolution of
grain prading disputes. To obiain a copy of the
notice, visit the PSC’s website al
www.psc.nd.gov or call (701) 328-4097.

LS4 8 i)

Note: This information picce was originally produced and disseminated m August 2000 in cgoperalion
with the Agricultural Extension Service, Nosth Dakata State Universtly.
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Public Service Comission
Elevator Inspections Report

Grand Forks Bean Company, Inc,

2120 N Washington St
Grand Forks ND 58201
Phone: 701-775-3884 Fax: 701-775-3985
E-Mall gfbeanco@integra.net ND SS 1D 21261200

Corp# 3245 Hay Buyer # Grain Buyer#: ND SS entity type:

Inspection Date:  2/26/2014
Exam Type: Public Grain Warehouse Inspector: Erdmann
Operations Review: Capaclly Review: E’j lnventory Review: Response Required: D

[2000) The exam and spot check procedure revealed no conditions or errors.
Thank you, {2000]

Locations Examined Annual Activity Case
License No GE 14 585
1164 Grand Forks

EXHIBIT

5 -le

192015 -Cv/ ~240

§ 4 Erconn 1]

DEPOSITION
EXHIBIT PSC 2043
Iz
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North Dakota Public Service Commlssion

Memorandum of Adjustment ..~ ozorowzaasm,.
: - com et Page; 1 s
Grand Forks Bean Compeny, Inc. License No: 3245
2120 N Washington St .
6 i /y Grand Forks _ND Exam Date:02/26/2014
0 Tl > . .
0“\'4\'01:’!1.‘)4’3 4 County: Examiner. 1
Pt e . Number of items on this report;

An examinatlon of {his waiehause andfor the commadities stored thero disclosed the following condilions which must be corrected as soon 83 possile.
These conditions may alse be In violation of state laws or rules, The Issuance of this form Is a repart of the conditions found at this examination and is not
an alaction by the Nosth Dakota Public Service Commission to be laken..

Examiner comments are shown In itallc below each ltem.

No Book Adjustments Required

t : 200!
refer to: See Examindar Comments Below

The exam and spof check procedure revealed no conditions or erors.,
Thank you,

! \( l/;n;(%:; %W : 021261204

Name of PSC Examiner Date

lacknowledge recelpt of this form. | understand that the above conditions must be corrected as soon as possible. The corrective
aclion must be malled o the licensing division offices within 30 days of the date received. if all corrections are not completed in
30 days, | will report my progress and continue to submit reports at 15-day Intervals until all corrections are completed.

Licensee's Signgjure By (pleaseprin
,Qvecsiw =2 i}é.ay p;/‘/f 0

v Tile 7 Déle
Please submit report to: Licensing Division Phone: 701-326-4087
Public Service Commission Fax: 704-328-2410
600 E. Boulovard Ave. Dapt. 408 Emall: srichter@nd.gov

Bimarck, ND 58505-0480
www.pac state.nd.us

4 GE-13-620 Filed: 2/26/2014  Pages:t

Memorandum of Adjustment

PSC 2044
Public Service Commission :

Tirmolby Etdmann
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STATE OF NORTH DAKOTA IN DISTRICT COURT

COUNTY OF GRAND FORKS NORTHEAST CENTRAL JUDICIAL DISTRICT

Public Service Commission,
Case No.: 18-2015-CV-00240

Petitioner,
ORDER MODIFYING TRUSTEE’S
Vvs. REPORT AND RECOMMENDATION
Grand Forks Bean Company, Inc.
and Auto-Owners Insurance
Company,

Respondents.
A. BACKGROUND.
[f1] Grand Forks Bean Company, Inc. [Grand Forks Bean] became the subject of
insolvency proceedings following complaints made to the Public Service Commission
[PSC] by agricultural producers. The agricultural producers complained that they were not
being paid for beans they had delivered to Grand Forks Bean. The PSC secured an order
requiring Grand Forks Bean to “cease and desist” its operations and appointing the PSC to
act as Trustee for Grand Forks Bean. The PSC seeks judicial approval of the PSC’s Report
and Recommendation for distribution of trust fund assets held by the PSC following the
sale of beans that were in the possession of Grand Forks Bean.
[f2] The claimants in this action include agricultural producers who delivered beans to
Grand Forks Bean and were not paid for the beans [collectively “Growers”} and Bremer
Bank, NA [Bremer] which advanced funds to Grand Forks Bean. The claimants seek
distribution from the trust fund. Auto-Owners Insurance Company Auto [Auto-Owners}]
issued the bond required to be purchased by Grand Forks Bean pursuant to N.D.C.C. § 60-
02-09. The bond issued by Auto-Owners provides coverage for claims that exceed the

other trust fund assets being held by the PSC as Trustee for Grand Forks Bean.
|
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[93] The PSC Report and Recommendation provides for payment to the Growers in
amounts less than claimed by the Growers. The variance between the Growers’ claims and
the PSC recommendation is primarily related to a disagreement over the date Grand Forks
Bean became insolvent and the application of a storage fee; the date of insolvency
determines the market price to be paid for beans delivered to Grand Forks Bean by the
Growers. Curt Amundson also disagrees with the amount of offset that should be applied
to his claim to account for seed he purchased from Grand Forks Bean. Bremer contends
that it has a priority secured interest in the assets of Grand Forks Bean and that the
Growers fail to satisfy the requirements that must be met to allow their claims to be paid
from the trust fund assets. Auto-Owners agrees with the PSC’s proposed distributions.
B. ISSUES REMAINING FOR RESOLUTION.
[f4] Resolution of the pending case depends on the determination of several issues.
Those issues include the following:
¢ Whether the delivery of beans by the Growers to Grand Forks Bean was
pursuant to credit-sale contracts or noncredit-sales contracts. If the delivery was
pursuant to credit-sale contracts the Growers are not entitled to payment from
the trust fund assets held by the PSC.'
e The date of insolvency for Grand Forks Bean. The date of insolvency is the date
for setting the market price of the beans delivered by the Growers but not sold
to Grand Forks Bean and in tumn determining the amount of each non-sale

Grower’s claim.

! Although it is correct that noncredit-sale contracts get paid from trust assets while credit-sale
contracts do not get paid from trust fund assets, a more precise summary is that receiptholders get
paid from trust fund assets and the definition of receiptholder excludes credit-sale contracts.

2
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e  Whether the Growers should be charged a storage charge or other service
charge; an offset to each Grower’s claim.

The amount of the offset against Curt Amundson/CR Farms claim to account

for seed purchased from Grand Forks Bean.

Whether the PSC is entitled to recover from the trust fund its fees and expenses

incurred in these proceedings.

C. CREDIT-SALE CONTRACTS.

1. Statutory Structure -~ Credit-Sale Contracts are Defined by N.D.C.C. § 60-
04-01(2).

[15] The parties disagree whether or not the Growers delivered beans to Grand Forks
Bean pursuant to credit-sale contracts or noncredit-sale contracts [NCS contracts]. NCS
contracts, as included within the definition of receiptholder, are paid out of the insolvency
trust fund. N.D.C.C. § 60-04-01, et. seq. Growers who entered into credit-sale contracts
fall outside of the insolvency proceedings and are not entitled to payment from the trust
fund assets being held by the PSC. N.D.C.C. § 60-04-01(6) (defining receiptholder and
excluding credit-sale transactions). In 2003 the North Dakota Legislature enacted Chapter
60-10 of the North Dakota Century Code which establishes an indemnity fund to provide
payment to agricultural producers who entered into credit-sale contracts with grain
elevators.

[{6] The definition of a credit-sale contract is included in Chapter 60-02 providing for
the regulation of warehouses and in Chapter 60-04 governing warehouse insolvency.
N.D.C.C. §§ 60-02-01(2) and 60-04-01(4). Section 60-02-01(4) provides as follows:

"Credit-sale contract” means a written contract for the sale of
grain pursuant to which the sale price is to be paid or may be

3
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paid more than thirty days after the delivery or release of the
grain for sale and which contains the notice provided in

2
subsection 7 of section 60-02-19.1. If a part of the sale price
3 of a contract for the sale of grain is to be paid or may be paid
. more than thirty days after the delivery or release of the grain
for sale, only such part of the contract is a credit-sale
contract.
6 An identical definition of a credit-sale contract is provided in the Chapter 60-02 governing
7 the regulation of grain warehouses. N.D.C.C. § 60-02-01(2). The definition of an NCS
8 contract is provided by § 60-02-01(4) which reads as follows: ““Noncredit-sale contract’
9 means a contract for the sale of grain other than a credit-sale contract.”
10 [17] Incontrast to Chapter 60-02, the insolvency proceedings governed by Chapter 60-
n 04 do not contain a definition for noncredit-sale contracts. Instead, payment from the trust
12 fund is provided to receiptholders, the definition of which excludes credit-sale contracts.
13
See, N.D.C.C. §§ 60-04-01(6) and 60-04-09. Although it is correct that noncredit-sale
14
contracts get paid from trust assets while credit-sale contracts do not get paid from trust
15
fund assets, a more precise summary is that receiptholders get paid from trust fund assets
16
and the definition of receiptholder excludes credit-sale contracts.
17
[18] BothN.D.C.C. § 60-02-01(2) and § 60-04-01(2) reference the notice requirements
18
“provided in subsection 7 of section 60-02-19.1.” Section 60-02-19.1 reads in its entirety
19
as follows:
20
60-02-19.1. Credit-sale contracts.
21
2 A warehouseman shall not purchase grain by a credit-sale
contract except as provided in this section. All credit-sale
23 contracts must be in writing and must be consecutively
numbered at the time of printing the contract. The
24 warehouseman shall maintain an accurate record of all
25 4
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credit-sale contract numbers, including the disposition of
each numbered form, whether by execution, destruction, or
otherwise. Each credit-sale contract must contain or provide
for all of the following:

1.

Nk LN

The seller's name and address.

The conditions of delivery.

The amount and kind of grain delivered.

The price per unit or basis of value.

The date payment is to be made.

The duration of the credit-sale contract.
Notice in a clear and prominent manner that
the sale is not protected by the bond coverage
provided for in section 60-02-09. However, if
the warehouseman has obtained bond
coverage in addition to that required by
section 60-02-09 and such coverage extends
to the benefit of credit-sale contracts, the
warchouseman may state the same in the
credit-sale contract along with the extent of
such coverage.

The contract must be signed by both parties and executed in
duplicate. One copy shall be retained by the warehouseman
and one copy shall be delivered to the seller. Upon
revocation, termination, or cancellation of a warehouseman's
license, the payment date for all credit-sale contracts shall, at
the seller's option, be advanced to a date not later than thirty
days after the effective date of the revocation, termination, or
cancellation, and the purchase price for all unpriced grain
shall be determined as of the effective date of revocation,
termination, or cancellation in accordance with all other
provisions of the contract. When a public warehouse is
transferred under this chapter, credit-sale contracts may be
assigned to another licensed public warehouseman or
facility-based grain buyer.

[19] Bremer contends that the definition provided in § 60-04-01(2) is controlling.

Bremer asserts that the only requirement from § 60-02-19.1 that is incorporated into the

definition of a credit-sale contract is subsection 7 which is specifically referenced in § 60-

5
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04-01(2). The Growers, the PSC and Auto-Owners all contend that all of the requirements
of § 60-02-19.1 must be satisfied to establish a credit-sale contract.

[ 10] Bremer asserts that “requiring every condition outlined in § 60-02-19.1 contravenes
the plain language of the statutes . . . .” Bremer thereafter contends that § 60-02-19.1
provides the specific requirements applicable to warehouseman as part of the regulation of
warehouses in Chapter 60-02 and, other than as specifically referenced, does not apply to
the definition of a credit-sale as applied in Chapter 60-04 insolvency proceedings.
Bremer’s argument is persuasive for the reasons explained in the following paragraphs.

[{ 117 First, § 60-04-01(2) makes a specific reference to subsection 7 of § 60-02-19.1. If
all of the requirements of § 60-02-19.1 already applied to the definition of a credit-sale
contract there would be no need for the additional specific reference to subsection 7.
Similarly, if the intent was to require all the requirements within § 60-02-19.1 to apply, the
more logical approach would have been to state that a credit-sale contract is required to
“meet all of the conditions” of § 60-02-19.1 rather than limiting the reference to “the notice
provided in subsection 7 of section 60-02-19.1.” By limiting the reference to a single
subsection it becomes clear that reference is necessary to include that subsection; the entire
section therefore does not apply.

[712] Second, the language of § 60-02-19.1 itself reads as a prohibition directed toward
warehouseman and not a definition for a credit-sale contract. The very first sentence reads
“[a] warehouseman shall not purchase grain by a credit-sale contract except as provided in
this section.” It doesn’t indicate that all of the requirements of the section must be met to

create a credit-sale contract, but directs warechousemen who do enter into credit-sale
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contracts to comply with specific requirements. The third sentence of § 60-02-19.1
provides “[t]he warehouseman shall maintain an accurate record of all credit-sale contract
numbers, including the disposition of each numbered form, whether by execution,
destruction, or otherwise.” Again, this language clearly reflects the intent of the statute to
regulate warehousemen, not to define credit-sale contracts.

[ 13] Third, several other sections within Chapter 60-02 are prohibitions directed toward
warehousemen. See, e.g., §§ 60-02-16 and 60-02-17. Chapter 60-02 itself is directed
toward the regulation of warehouses by the PSC. See, e.g., §§ 60-02-02 and 60-02-03.
Chapter 60-02 even includes penalties for the violation of any section in the chapter.
N.D.C.C. § 60-02-12. When considered as a whole Chapter 60-02 is clearly intended to be
the structure for regulation of warehouses with the definition of a credit-sale contract
contained in § 60-02-01(2) and specific regulation of what is required of warehousemen if
they decide to enter into credit-sale agreements provided in § 60-02-19.1.

[ 14] Fourth, both Chapters 60-02 and 60-04 provide definitions for a credit-sale
contract. See, N.D.C.C. §§ 60-02-01(2) and 60-04-01(2). However, Chapter 60-04 does not
contain a corollary to § 60-02-19.1. The absence of a corollary provision is best explained
by the fact that Chapter 60-02 is focused on the regulation of warehousemen so there isa
need to include regulation imposed on warehousemen by § 60-02-19.1 In contrast, Chapter
60-04 is directed toward dealing with an insolvent warehouse which does not require the
regulatory provision directed at warehousemen.

[ 15] Fifth, interpretation that full compliance with § 60-02-19.1 is required would have
a result contrary to the intent of the legislation in enacting Chapter 60-04 relating to the
insolvency of warehouses. The legislation is intended to remove from participation in the

7
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trust fund agricultural producers who knowingly extend payment beyond 30 days and

2 acknowledge that they are not covered by the statutorily mandated bond; hence, the need to
> incorporate only the notice of subsection 7 of § 60-02-19.1. The PSC’s interpretation
* would allow individuals who knowingly deferred payment in excess of 30 days and who
’ acknowledged that they were not covered by the statutorily mandated bond to participate in
: the trust fund as the result of a failure of the warehousemen to comply with clearly
o regulatory directives. For example, something as nonconsequential as not including the
o seller’s address or a warehousemen failing to use consecutively numbered contracts, both
10 requirements of § 60-02-19.1, would result in a determination that the agreement between
11 the parties was not a credit-sale contract.? A missing address or failure to use consecutively
12 numbered contracts may be a reason to penalize a warehousemen, but it does not warrant
13 completely vacating an otherwise complete credit-sale agreement.
14 [{16] Sixth, warehouse insolvency proceedings are governed by Chapter 60-04, not
15 Chapter 60-02. Other than as specifically referenced through the inclusion of subsection 7
16 of § 60-02-19.1 in a single section of Chapter 60-04, there isn’t a need to apply § 60-02-
17 19.1 in insolvency proceedings. While Chapters 60-04 and 60-02 have been held to be part
18 of the same statutory scheme, § 60-02-19.1 is unnecessary for the application of Chapter
19 60-02, except as referenced. See, e.g., Public Service Com’n. v. Minnesota Grain, Inc.,
20 2008 ND 184 17, 756 N.W.2d 763 (recognizing that Chapters 60-02 and 60-04 are part
21 of the same statutory scheme and therefore crucial elements of Chapter 60-02 cannot be
22 ignored in applying Chapter 60-04).
23
24 2 For example, in the case at hand many of the documents list only a City name for the address and
o5 others have no address. g
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[]17] Seventh, identical definitions for a credit-sale contract are found in §§ 60-02-01(2)

2 and 60-04-01(2). Both sections include the specific reference to subdivision 7 of § 60-02-
° 19.1. As such, even in the regulatory chapter which includes § 60-02-19.1 the definition of
) a credit-sale contract requires specific reference to subdivision 7 of § 60-02-19.1 to
° incorporate the notice provision into the definition of a credit-sale contract.
° [ 18] Eighth, receiptholders are entitled to payment from the trust fund. Although the
; definition of receiptholder incorporates noncredit-sale contracts and excludes credit-sale
o contracts, the use of the term receiptholder is significant. Chapter 60-04 does not require
10 the term noncredit-sale to be defined.
» [119] Compliance with § 60-02-19.1 is not required to create a credit-sale contract,
. although non-compliance by a warehouseman may result in a penalty. Section 60-02-19.1
13 is not part of the definition of a credit-sale contract except as specifically incorporated by
14 reference (subsection 7). Section 60-02-19.1 exists to regulate warehouses and requires
15 warehousemen to satisfy the requirements of § 60-02-19.1 when entering into credit-sale
16 contracts or face a penalty.
17 []20] Because the statutes in question are not ambiguous, it is not necessary to resort to
18 legislative history to aid in the interpretation. However, in reviewing the legislative history
19 cited by the PSC the undersigned finds that it is not persuasive. The references provided by
20 the PSC relate to the specific issue of signing a contract and does not support the
21 proposition that a credit-sale contract must meet all of the requirements of 60-02-19.1. As
22 discussed below the absence of a signature may result in a determination there is nota
23 contract which is a requirement of a credit-sale contract under the definitions provided in
24 I N.D.C.C.§60-04-01(2).
25 9

DISTRICT COURT CHAMBERS

Northeast Central Judicial District
Grand Forks, North Dakota 58201
Page 500




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

2. Although § 60-02-19.1 Compliance is not required for a Credit-Sale
Contract, the Controlling Document must still meet the Definition of a

Credit-Sale Contract as Provided by N.D.C.C. § 60-04-01(2).

[121] The definition of a credit-sale contract as provided by N.D.C.C. § 60-04-01(2)
includes the following:

A written contract for the sale of grain pursuant to which the
sale price is to be paid or may be paid more than thirty days
after the delivery or release of the grain for sale and which
contains the notice provided in subsection 7 of section 60-
02-19.1.

[722] Determination of whether or not the transactions are credit-sale contracts requires a
review of the Dry Bean Contracts [DBC] and the Price Later Marketing Agreements
[PLMA]. The DBCs are purchase agreements and do not qualify as credit-sale contracts.
The DBCs state that Grand Forks Bean is the “buyer” and the Growers are the “seller.”
The DBCs state the quantity of beans, the price to be paid for the beans and the date of
payment.’ With the exception of questions about the Growers® signatures, all of the
required elements of a valid contract are contained within the DBCs. However, the DBCs
do not include the required notice provision contained in subsection 7 of § 60-02-19.1
which is a requirement of a credit-sale contract as defined by N.D.C.C. § 60-04-01(2).
[123] The transactions in this case are governed by the Uniform Commercial Code as
codified in Title 41 of the North Dakota Century Code and, in particular, Chapter 41-02
pertaining to sales. The statute of frauds, codified in § 41-02-08, ordinarily requires that to
be enforceable an agreement for the sale of goods must be in writing and must be signed

by the party against whom enforcement is sought. Section 41-02-08 reads as follows:

3 As explained subsequently, Brent Baldwin signed two DBCs, one of which provided for payment
to Brent Baldwin upon the sale of the beans and the other set payment at December 31, 2013,
10
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41-02-08. (2-201) Formal requirements - Statute of
frauds.

1. Except as otherwise provided in this section, a
contract for the sale of goods for the price of five
hundred dollars or more is not enforceable by way of
action or defense unless there is some writing
sufficient to indicate that a contract for sale has been
made between the parties and signed by the party
against whom enforcement is sought or by that
party's authorized agent or broker. A writing is not
insufficient because it omits or incorrectly states a
term agreed upon but the contract is not enforceable
under this subsection beyond the quantity of goods
shown in such writing.

2. Between merchants if within a reasonable time a
writing in confirmation of the contract and sufficient
against the sender is received and the party receiving
it has reason to know its contents, it satisfies the
requirements of subsection 1 against such party
unless written notice of objection to its contents is
given within ten days after it is received.

3. A contract which does not satisfy the requirements of
subsection 1 but which is valid in other respects is
enforceable:

a. If the goods are to be specially manufactured
for the buyer and are not suitable for sale to
others in the ordinary course of the seller's
business and the seller, before notice of
repudiation is received and under
circumstances which reasonably indicate that
the goods are for the buyer, has made either a
substantial beginning of their manufacture or
commitments for their procurement;

b. If the party against whom enforcement is
sought admits in that party's pleading,
testimony, or otherwise in court that a
contract for sale was made, but the contract is
not enforceable under this provision beyond
the quantity of goods admitted; or

11
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c. With respect to goods for which payment has
been made and accepted or which have been
received and accepted (section 41-02-69).

The DBCs and PLMAs can satisfy the writing and the signature requirement of the statute
of frauds if they were either signed by both parties, signed by the party to be charged,
and/or represent a transaction between merchants confirmed in writing without objection.

3. The Specific Transactions.

a. Brad Nelson and the Estate of Brad Nelson.

[§24] The Estate of Brad Nelson has made a claim based on a quantity of 1,810.44 cwt.
of beans. There is no dispute regarding the quantity of beans in the claim. The claim is
documented by scale tickets and a DBC dated October 16, 2012 with a signature for Brad
Nelson noted as “phone w/ Brad.” A PLMA, presumably for the same beans, was found in
the records of Grand Forks Bean. Brad Nelson passed away on July 9, 2013. The PLMA is
dated September 6, 2014, and impossibly has the signature of “Brad Nelson.”
[ 25] Neither the DBC nor the PLMA satisfy the requirements of a credit-sale contract.
The statute of frauds required these transactions to be in writing and signed to be valid

contracts; a valid contract is a prerequisite to a credit-sale contract. Neither document has

been signed; the DBC has a telephone notation while the PLMA is dated after Brad
Nelson’s death making it impossible for him to have signed the document on the alleged
date of the contract. Additionally, the DBC does not contain the required notice that the
statutory bond does not apply. Therefore, Brad Nelson and the Estate of Brad Nelson did
not enter into a credit-sale contract.

[126] With regard to the alternative “signature” provisions of § 41-02-08 there is no

evidence the PLMA was ever transmitted to Brad Nelson or his estate. See, N.D.C.C. § 41-
12
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02-08(2). Insufficient evidence was provided to conclude Brad Nelson or his estate has
made admissions that this was a credit-sale transaction, that the goods were specially
manufactured, or that the payment/delivery exception applies. See, N.D.C.C. § 41-02-
08(3).

b. Brent Baldwin and Baldwin Farms, Inc.

[127] Brent Baldwin has made a claim based on a quantity of 2,220.36 cwt of beans.
Baldwin Farms, Inc. submitted a claim based on a quantity of 1005.72 cwt. of beans. There
is no dispute regarding the quantity of beans in the claims. The claims are documented by
scale tickets and by two DBCs, both dated September 6, 2013, with a signature for Brent
Baldwin noted as “phone w/ Brent.” A PLMA was provided to the PSC by Brent Baldwin.
The PLMA, dated September 12, 2013, is in the name of “Baldwin Farms Inc./Brent
Baldwin,” and purportedly has the signature of Brent Baldwin by an illegible signature.
Based on Brent Baldwin’s testimony, the signature is presumably the signature of Steve
Hartje, a truck driver for Brent Baldwin/Baldwin Farms, Inc. Brent Baldwin never
provided authority for Steve Hartje or any other individual to execute the PLMA.

[728] The statute of frauds required these transactions to be signed to be valid contracts; a
valid contract is a prerequisite to a credit-sale contract. None of the documents have been
signed. The DBCs have a telephone notation indicating they were drafted pursuant to a
telephone call. The PLMA is signed on behalf of Brent Baldwin by someone else and there
is insufficient evidence to support a finding that the signature was provided by someone
who had actual or apparent authority to sign the PLMA.

[929] The absence of a signature is not necessarily fatal. If a transaction is between
merchants and within a reasonable time following oral conversation a writing confirming
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the contract which is sufficient to be enforceable against the sender is received by the other
party, and the party receiving it has reason to know its contents, it satisfies the signature
requirement of the receiving party unless written notice of objection to its contents is given
within ten days after it is received. Subsequent to his telephone conversations with Grand
Forks Bean and prior to his delivery of beans, Brent Baldwin received the DBCs. Brent
Baldwin testified that the DBCs were consistent with the oral communications and no
evidence was provided to support a finding that Brent Baldwin objected to the terms. Both
Brent Baldwin and Grand Forks Bean are merchants as defined by N.D.C.C. § 41-02-
04(3). The DBCs therefore satisfy the alternative to a signature found within N.D.C.C. §
41-02-08(2) and were enforceable contracts.

[130] The DBCs are valid contracts but are not sufficient to satisfy the definition of a
credit-sale contract because they do not contain notice that the statutory bond does not
apply. However, whether the PLMA acted as a modification of the DBCs must be
examined. Modification of the DBCs is governed by N.D.C.C. § 41-02-0-16 which reads
as follows:

41-02-16. (2-209) Modification, rescission, and waiver.

1. An agreement modifying a contract within this
chapter needs no consideration to be binding.
2. A signed agreement which excludes modification or

rescission except by a signed writing cannot be
otherwise modified or rescinded, but except as
between merchants such a requirement on a form
supplied by the merchant must be separately signed
by the other party.

3. The requirements of the statute of frauds section of
this chapter (section 41-02-08) must be satisfied if
the contract as modified is within its provisions.

4. Although an attempt at modification or rescission
14
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does not satisfy the requirements of subsection 2 or 3,
it can operate as a waiver.

5. A party who has made a waiver affecting an
executory portion of the contract may retract the
waiver by reasonable notification received by the
other party that strict performance will be required of
any term waived, unless the retraction would be
unjust in view of a material change of position in
reliance on the waiver.

[131] Asamodification of the DBCs the PLMA did not require additional consideration.
§ 41-02-16(1). However, the PLMA did not act as a modification of the DBCs because it
was unsigned and does not satisfy an alternative to the signature requirement. Unlike the
DBCs, the PLMA does not satisfy § 41-02-08(2) relating to communications between
merchants because Brent Baldwin testified he did not have any conversations with Grand
Forks Bean regarding the PLMA and the PLMA was sent to Brent Baldwin via an
employee. Under these circumstances Brent Baldwin and/or Baldwin Farms, Inc. did not
have “reason to know its [the PLMA] contents” and therefore § 41-02-08(2) was not
satisfied.

[132] The evidence produced at the hearing is consistent with a determination that the
parties did not have a credit-sale relationship. Brent Baldwin’s contacts with Grand Forks
Bean subsequent to delivering the beans were to demand payment for the first 3,000 cwt.
and payment was made on December 27, 2013 consistent with Exhibit 21(a). Brent
Baldwin then made a demand for the sale of beans consistent with the second DBC,
Exhibit 21(b). Although the payment under the second DBC extended beyond 30 days,
because the PLMA did not modify the DBC the agreement was not a credit-sale because it

lacked the required statutory notice.
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c. Duane Altendorf.

[133] Duane Altendorf has made a claim based on a quantity of 2,408.22 cwt. of beans.
There is no dispute regarding the quantity of beans in the claim. The claim is documented
by scale tickets and a PLMA initially provided to Duane Altendorf by the PSC. The PLMA
is dated September 23, 2013 and has the purported signature of Duane Altendorf. Duane
Altendorf denies that he signed the PLMA and denies that he provided authority to anyone
else to sign on his behalf.

[134] The statute of frauds required these transactions to be in writing and signed to be
valid contracts; a valid contract is a prerequisite to a credit-sale contract. Duane Altendorf
did not sign the PLMA. The finding that Duane Altendorf did not sign the agreement is
supported by his testimony, other documents having been executed “per phone call,” other
documents having been executed by individuals who did not have authority to sign
documents and the false “signature” of Brad Nelson on the PLMA dated after Brad
Nelson’s death.

[§35] The absence of a signature is not necessarily fatal. If a transaction is between
merchants and within a reasonable time following oral conversation a writing confirming
the contract which is sufficient to be enforceable against the sender is received by the other
party, and the party receiving it has reason to know its contents, it satisfies the signature
requirements of the receiving party unless written notice of objection to its contents is
given within ten days after it is received. The PLMA is dated September 23, 2013, a date
which was subsequent to or contemporaneous with Duane Altendorf’s telephone
conversation(s) with Grand Forks Bean, and on the same day or the day prior to his
delivery of beans. However, Duane Altendorf testified that he had never seen the PLMA
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until it was provided by the PSC to him. Insufficient evidence was provided to support a
finding that Duane Altendorf ever received the PLMA from Grand Forks Bean. The
PLMA therefore does not satisfy the alternative to a signature found within N.D.C.C. § 41-
02-08(2).

[136] The evidence produced at the hearing is consistent with a determination that the
parties had an agreement for Duane Altendorf to sell beans to Grand Forks Bean for $45
per cwt. Duane Altendorf’s contacts with Grand Forks Bean subsequent to delivering the
beans were to demand payment. Partial payment was made to Duane Altendorf. The
remaining beans were sold to Grand Forks Bean for immediate payment at a price of $45
per cwt.

d. Curt Amundson.

[137] Curt Amundson has made a claim based on a quantity of 12,128.28 cwt. of beans.
There is no dispute regarding the quantity of beans in the claim. The claim is documented
by scale tickets and a PLMA. The PLMA is dated September 5, 2013 and has the signature
of Curt Amundson. The PLMA was specifically referenced in Curt Amundson’s claim and
attached to his claim in this case. (Doc. Nos. 59 and 60).
[138] The PLMA does satisfy the requirements of a credit-sale contract. It is a written
contract for the sale of grain pursuant to which the sale price is to be paid or may be paid
more than 30 days after the delivery or release of the grain for sale and which contains the
notice provided in subsection 7 of § 60-02-19.1. Therefore, Curt Amundson entered into a
credit-sale contract.

e. Chuck Nelson.
[139] Chuck Nelson has made a claim based on a quantity of 1,315.08 cwt. of beans.

17

DISTRICT COURT CHAMBERS
Northeast Central Judicial District

Grand Forks, North Dakota 58201
Page 508




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

There is no dispute regarding the quantity of beans in the claim. The claim is documented
by scale tickets and a DBC dated October 16, 2012. The DBC has a “signature” for Chuck
Nelson “phone w/ Chuck” and “Nelson Farms by Charles B. Nelson.” Chuck Nelson
testified that he signed the DBC. A PLMA dated September 29, 2013 has the alleged
signature of “Chuck Nelson.” The signature on the DBC is not consistent or the same as
the signature on the PLMA. The original claim filed by Chuck Nelson included the PLMA
but was provided to him by the PSC.
[§40] The DBC is an enforceable contract. The DBC does not meet the requirements of a
credit-sale contract because it does not contain the notice required by subsection 7 of § 60-
02-19.1.
[§41] The statute of frauds required these transactions to be in writing and signed to be
valid contracts; a valid contract is a prerequisite to a credit-sale contract. The PLMA does
not have a signature for Chuck Nelson. The finding that Chuck Nelson did not sign the
agreement is supported by his testimony, other documents having been executed “per
phone call,” other documents having been executed by individuals who did not have
authority to sign documents and the false “signature” of Brad Nelson on the PLMA dated
after Brad Nelson’s death.
[]42] The DBC is a valid contract but not sufficient to satisfy the definition of a credit-
sale contract because it does not contain notice that the statutory bond does not apply.
However, whether the PLMA acted as a2 modification of the DBC must be examined.
Modification of the DBC is governed by N.D.C.C. § 41-02-0-16 which reads as follows:
41-02-16. (2-209) Modification, rescission, and waiver.

L. An agreement modifying a contract within this
18
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chapter needs no consideration to be binding.

A signed agreement which excludes modification or

rescission except by a signed writing cannot be

otherwise modified or rescinded, but except as
between merchants such a requirement on a form
supplied by the merchant must be separately signed
by the other party.

The requirements of the statute of frauds section of

this chapter (section 41-02-08) must be satisfied if

the contract as modified is within its provisions.

4. Although an attempt at modification or rescission
does not satisfy the requirements of subsection 2 or 3,
it can operate as a waiver,

5. A party who has made a waiver affecting an
executory portion of the contract may retract the
waiver by reasonable notification received by the
other party that strict performance will be required of
any term waived, unless the retraction would be
unjust in view of a material change of position in
reliance on the waiver.

N

w

[]43] The PLMA as a modification did not require additional consideration. § 41-02-
16(1). However, the PLMA did not act as a modification of the DBC because it was
unsigned and does not satisfy an alternative to the signature requirement. Chuck Nelson
testified he had not seen the PLMA until it was given to him by the PSC. Insuificient
evidence was provided to conclude Chuck Nelson received the PLMA before it was
provided by the PSC. Although the PLMA was attached to his claim, the attachment was
not an admission he signed or was in agreement with the terms.

[ 441 Although not required, the evidence produced at the hearing is consistent with a
determination that the parties did not have a credit-sale relationship. Chuck Nelson
delivered beans and received payment for the amount in the DBC. After delivery and

payment he was simply waiting to be compensated for the overage; beans delivered in
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excess of the amount in the DBC. Although not a credit-sale the overage was being
marketed by Grand Forks Bean for Chuck Nelson.

f. WIS Nelson.
[145] WIS Nelson submitted a claim based on a quantity of 1,675 cwt. of beans. There is
no dispute regarding the quantity of beans in the claim. The claim is documented by scale
tickets. WIS Nelson did not sign either a DBC or PLMA and no evidence was provided to
support a finding that WIS Nelson had received either a DBC or PLMA as a follow-up to
oral communications. The scale tickets do not satisfy the requirements of a credit-sale

contract.

g Nicholas E. Adams.

[146] Nicholas Adams submitted a claim based on a quantity of 908.55 cwt. of beans.
There is no dispute regarding the quantity of beans in thé claim. The claim is documented
by scale tickets and a PLMA. The PLMA is dated November 27, 2013 and has the
signature of “Nick Adams.” Nicholas Adams denies that he signed the PLMA or that he
authorized anyone else to sign the PLMA.

[147] The statute of frauds required these transactions to be in writing and signed to be
valid contracts; a valid contract is a prerequisite to a credit-sale contract. Nicholas Adams
did not sign the agreement. The finding that Nicholas Adams did not sign the agreement is
supported by his testimony, other documents having been executed “per phone call,” other
documents having been executed by individuals who did not have authority to sign
documents, and the false “signature” of Brad Nelson on the PLMA dated after Brad
Nelson’s death.

[148] With regard to the alternative “signature” provisions of § 41-02-08 there is no
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evidence the PLMA was ever transmitted to Nicholas Adams; he specifically claims he
obtained a copy from the PSC and his testimony is credible. See, N.D.C.C. § 41-02-08(2).
Insufficient evidence was provided to conclude Nicholas Adams has made admissions that
this was a credit-sale transaction, that the goods were specially manufactured, or that the
payment exception applies. See, N.D.C.C. § 41-02-08(3).

h. Ronald E. Adams.

[§49] Ronald Adams submitted a claim based on a quantity of 7,778.24 cwt. of beans.
There is no dispute regarding the quantity of beans in the claim. The claim is documented
by scale tickets and two PLMAs. The PLMAs are both dated November 27, 2013 and have
the purported signature of Ronald Adams. Ronald Adams denies that he signed the PLMAs
and denies that he provided authority to anyone else to sign on his behalf.

[] 50] The statute of frauds required these transactions to be in writing and signed to be
valid contracts; a valid contract is a prerequisite to a credit-sale contract. Ronald Adams
did not sign the agreements. The finding that Ronald Adams did not sign the agreements is
supported by his testimony, other documents having been executed “per phone call,” other
documents having been executed by individuals who did not have authority to sign
documents, and the false “signature” of Brad Nelson on the PLMA dated after Brad
Nelson’s death. Therefore, Ronald Adams did not enter into a credit-sale contract.

[151] With regard to the alternative “signature™ provisions of § 41-02-08 there is no
evidence the PLMAs were ever transmitted to Ronald Adams; copies were found in Grand
Forks Bean’s files. See, N.D.C.C. § 41-02-08(2). Insufficient evidence was provided to
conclude Ronald Adams has made admissions that this was a credit-sale transaction, that
the goods were specially manufactured or that the payment exception applies. N.D.C.C. §
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41-02-08(3).

4, The Growers are Receiptholders.

[952] Bremer asserts that a number of the Growers are not “receiptholders” as required to
participate in the distribution of trust fund assets. Bremer argues that several Growers are
not receiptholders because they failed to convert their scale tickets into either warehouse
receipts or sale contracts. Bremer’s argument relies upon its interpretation of N.D.C.C. §
60-02-11(1)(b) which requires the following:

All scale tickets must be converted into cash, noncredit-sale
contracts, credit-sale contracts, or warehouse receipts, within
forty-five days after the grain is delivered to the warehouse,
unless:

(O The person to whom the scale ticket is issued signs a
form waiving all rights to trust benefits under section
60-04-03.1;

(2) The form identifies by number each scale ticket to
which the waiver applies; and

(3)  The form is signed by the warehouseman.

[{53] Bremer’s argument is misplaced for several reasons. First, “failure to convert scale
tickets into either cash or storage tickets as required by § 60-02-11, N.D.C.C., does not
result in a loss to the producers, but constitutes a violation by the warehouseman . . ..”

North Dakota Public Service Commission v. Central States Grain, Inc., 371 N.W.2d 767,

778 (N.D. 1985). Any failure to convert scale tickets into some other form of document
does not adversely impact the Growers. This interpretation is consistent with Bremer’s
argument Chapter 60-02 is directed toward regulating warehouses and the earlier finding in
this order that § 60-02-19.1 does not define a credit-sale contract but imposes regulation on

warehouseman.

[]54] Second, “receipts” are defined by N.D.C.C. § 60-04-01(6). Section 60-04-01(6)
22
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reads as follows:

"Receipts" means grain warchouse receipts, scale tickets,
checks, or other memoranda given by a public
warehouseman for, or as evidence of, the receipt, storage, or
sale of grain except when such memoranda was received as a
result of a credit-sale contract.

Scale tickets are clearly within the definition of “receipts” and in particular the broad
category of “other memoranda given by a public warehouseman for, or as evidence of, the
receipt, storage, or sale of grain . . ..” The Growers holding scale tickets are
receiptholders, excluding the Growers determined to have entered into credit-sale
contracts.
D. THE INSOLVENCY DATE IS OCTOBER 15, 2013.
[155] The date that Grand Forks Bean became insolvent is in dispute. The insolvency
date is important because it is the date on which the market price for the beans delivered
but not sold by the Growers who are receiptholders and allowed to participate in
distribution of the trust fund is determined. Although the parties disagree on the insolvency
date, there is not a dispute regarding the market price for the beans once there has been a
determination of the insolvency date. Additionally, a reasonable interpretation of the
statutory structure is that there can be only one insolvency date measured from the first
insolvency event relevant to the current proceedings.

1. Insolvency for these Proceedings is Defined by N.D.C.C. § 60-04-02.
[156] The parties all agree that the determination of the insolvency date is governed by
N.D.C.C. § 60-04-02. Section 60-04-02 reads as follows:

60-04-02. Insolvency of warchouseman.

A licensee is insolvent when the licensee refuses, neglects, or
23
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