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Thisact modifiesthe Agricultural Products Dealer's Act by increasing the h [fteerand] h
ceiling on the amount of the surety bond or other security agreement required before a
licenseisissued to adealer. Theact allowsthe commissioner of the Department of
Agricultureand Food to increase original bond requirementsfor a dealer'slicenseif the
original bond isinadequate. The act givesthe commissioner the authority to call a bond

if renewal isnot made. The act requiresthefiling of annual reports by dealerswith the

This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:
4-7-8, aslast amended by Chapter 79, Laws of Utah 1996
4-7-9, aslast amended by Chapter 25, Laws of Utah 1990

Be it enacted by the Legidature of the state of Utah:

Section 1. Section 4-7-8 is amended to read:

4-7-8. Applicant for dealer'slicenseto post security -- Increasein amount of
security posted -- Action on security authorized -- Duties of commissioner -- Option to
require posting new security if action filed -- Effect of failureto post new security --
Commissioner'sauthority to call bond if not renewed.

(1) (a) Beforealicenseisissued to adealer, the applicant must post a corporate surety
bond, irrevocable letter of credit, trust fund agreement, or any other security agreement
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considered reasonable in an amount not less than h [f] $10,000 [}] [$26:660] h nor more than
[$166;606]
$200,000, as determined by the commissioner or as required by the Packers and Stockyards
Act, 1921, 7 U.S.C. Section 181 et seq.

(b) Any bond shall be written by a surety licensed under the laws of Utah and name the
state, as obligee, for the use and benefit of producers.

(¢) The bond or other security posted shall be conditioned upon:

[€a)] (i) thefaithful performance of contracts and the faithful accounting for and
handling of any product of agriculture consigned to the dealer;

[tby] (ii) the performance of the obligations imposed under this chapter; and

[€e)] (iii) the payment of court costs and attorney's fees to the prevailing party incident
to any suit upon the bond or other security posted.

(2) (a) The commissioner may reguire adealer who isissued alicense to increase the

amount of the bond or other security posted under Subsection (1)(a) if the commissioner

determines the bond or other security posted is inadequate to secure performance of the dealer's

obligations.
(b) The commissioner shall notify the Packers and Stockyards Administration of an

increase made under Subsection (2)(Q).

(c) The commissioner may suspend adealer's license for failure to comply with

Subsection (2)(a) within ten days after noticeis given to the dealer.

[3)] (3) A consignor claiming damages, as aresult of fraud, deceit, or willful
negligence by adealer or as aresult of the dealer's failure to comply with this chapter, may
bring an action upon the bond or other security posted for damages against both the principal
and surety.

[€3)] (4) (@) If itisreported to the department by a consignor that adealer hasfailed to
pay in atimely manner for any product of agriculture received for sale, the commissioner shall:

(i) ascertain the name and address of each consignor who is a creditor of the dedler;
and

(if) request averified written statement setting forth the amount claimed due from the
dedler.

(b) Upon receipt of the verified statements, the commissioner shall bring an action
upon the bond or other security posted on behalf of the consignors who claim amounts due
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from the dealer.

[(4)] (5) (@) If an action isfiled upon the bond or other security posted, the
commissioner may require the filing of new security.

(b) Immediately upon recovery in the action, the commissioner shall require the dealer
to file anew bond or other security.

(c) Failure, in either case, to file the bond or other security within ten days after
demand is cause for suspension of the license until a new bond or other security isfiled.

(d) If the bond or other security posted under this section is not renewed within ten

days of its expiration date, unless the commissioner states in writing that this is unnecessary,

the commissioner S [shatt] MAY s obtain S§, AFTER A HEARING, s the full amount of the bond or

other security before it expires.
Section 2. Section 4-7-9 is amended to read:

4-7-9. Dealers-- Records mandated -- Recor ds subject to inspection.

(1) [Eeeh] A dealer who receives any product of agriculture for sale shall promptly
record:

(a) the name and address of the consignor;

(b) the date received,;

(c) the condition and quantity upon arrival;

(d) the date of sale for account of the producer-consignor;

(e) thesaleprice;

(f) anitemized statement of the charges to be paid by the producer-consignor;

(g) thelot number or other means used for identification of the product;

(h) the nature and amount of any claims the dealer has against third persons for
overcharges or damages; and

(i) if the dealer has adirect or indirect financia interest in the business of the
purchaser, or, if the purchaser has asimilar financial interest in the business of the dealer, the
name and address of the purchaser.

(2) (a) Therecords required by this section shall be retained for a period of one year
following the date of consignment and shall be available during business hours for inspection
by the department.

(b) A consignor involved in a consignment subject to inquiry may inspect relevant
records.
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(3) () A dedler shall file an annual report of the records required under Subsection (1)
with the department on a form prescribed and furnished by it.

(b) The dealer shall file the report by April 15 following the end of a calendar year, or
if the records are kept on afiscal year basis, by 90 days after the close of the fiscal year.

(c) _The commissioner may, for good cause shown or by the commissioner's own

motion, grant an extension to the filing deadline under Subsection (3)(b).

(d) For purposes of this Subsection (3), "dealer" does not include a packer buyer

registered to purchase livestock for sSlaughter only.

(e) The department shall accept reports as required by the Packers and Stockyards
Administration for livestock under the Packers and Stockyards Act, 9 C.F.R. Sec. 201.97.

(f) The reports required under this Subsection (3) may be subject to audit and establish
the basis for bond adequacy.
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L egislative Review Note
asof 11-20-02 4:25PM

A limited legal review of thislegislation raises no obvious constitutional or statutory concerns.
Office of L egidative Research and General Counsel

Interim Committee Note
asof 12-12-02 3:35 PM

The Natural Resources, Agriculture, and Environment Interim Committee recommended this
bill.

Mixed M embership Committee Note
asof 12-12-02 3:35 PM

The Agricultural Sustainability Task Force recommended this bill.

Membership: 12 legidators 9 non-legidators
Legidative Vote: 8votingfor 0 voting against 4 absent
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Fiscal Note Agricultural Products Dealer's Act Amendments 28-Jan-03
Bill Number HB0017 12:11 PM

State Impact

Provisions of this bill can be handled within existing budgets.

Individual and Business Impact

This bill may require individual dealers, and applicants for new licenses, to post a higher
amount of surety bond or other security agreement. Dealers may incur some additional
costs in preparing and submitting annual reports. Packer buyers will be restricted to
buying livestock only for the packer for whom they are licensed and bonded.

Office of the Legislative Fiscal Analyst



