N ATIONAIL, GRAIIN AND FEED AS80CLATIOIY

February” 24, 1983

Arbltration Case Number 1578

Plalntiff: West Ceniral Cocperative, Ralston, lowa
Defendant: Contlnental Graln Company, West Des Molnes, lowa

Cross~Plaintiff: Continental Grain Company, West Des Molnes, lowa
Cross~Defendant: Scoular-Bishop Graln Company, Kansas Clty, Missour]
Cross-Plaintiff: Scoular-Bishop Graln Company, Kansas Clty, MiIssour!
Cross~Defendant: Guif Coast Graln Company Inc., Memphls, Tennessee

Cross=Plaintiff: Gulf Coast Grain Company Inc., Memphls, Tennessse
Cross=-Defendani: The Plii{sbury Company, Minneapolis, Minnesota

Statement of Case

These Interrelated cases involved a string of sellers and buyers, each of whom
bought and/or sold 85,000 bushels of U.S5. No. 2 yellow corn to be shipped from lowa
to a destination selected by the uitlmate buyer. The West Central Cooperative of
Ratston, lowa, was the shipper from Its Jefferson, “lowa, plant. The Continental
Graln Company, -Scoular-Bishop Grain Company and Gulf Coast Graln Company Inc. were
the subsequent Intermediate buyers and seilers In the string trade. The PIilisbury
Company was the ulfimate buyer In the string, with the unloading occurr!ng at Clin-
ton, lowa, where 25 cars were unloaded direchy In?o barges.

The Trade dispute was trlggered by an unexpialned difference between origin and
destinatlion welghts. Thaﬁ, In Ttself, did not wa:ranf an arbltration action. How-
ever, the case was complicated by the fact that the orlginal contract and subseguent
contracts catled for offlcial destination welghts, while certifled destlination
welghts were furnished. 1T was further complicated because durlng the tlme between
the orlginal contract date and the ultimate unloading of the graln covered by the
contract, the use of the Term "offlclal welghts" by others was preempted by the Fed-
eral Graln Inspection Service (FGIS). That action forced all non-FGIS weighing su-
pervision agencles to cease using The term, even though they malntalned the same su~-
pervislon procedures. in%?he grain trade, the generally accepted substitute term Is
tcartifled welghts." 3 -

The Plalnfiff ctalmed that since officlal welghts at destination were not fur-
nished, officlal weights at origin should apply and that the Pialntl1$f should be re-
Imbursed for the 38,800 pound loss It Incurred because of the welght disparity.

The basls for the Plalntiff's clalm was The Defendant's tack of.comptlance with
Graln Trade Rule 21 (b) -- welghts ~-- which was quoted only In part: "Grain sold
basis official destination weights may not be diverted by buyer to a destination
where official weights are not available except with the permission of the seller.”




The Plaintiff further contended that contracts that are +o be fuiflliled af
known change In term definition should use the deflnition In effect at the
shipment.  The Plaintl#f also contended that the contract was wrltten basls del
Kansas Clity, and not Cilnten, ipwa.

The Declslon

S!nce Trade Rule 21(b) was The basls of The cta!m, IT was Impor?anf +o careful!y
review the complete rule and any reference rules that were In effect and utlllzed by
The trade at the time the orlglnal contract was made (March 18, 1981). One part of
that rule stated: "On grain sold basis official destination weights, it-shall be
the duty of the buyer to furnish bzlltng instructions to a destination where official
weights are available, as described in Rule 2(C)." Rule 2(c) states: "An offictal
weight shall be any weight that is obtained by an approved weigher using an approved
scale, both the wetgher and the scales being under the general supervision of a
disinterested supervisory agency. The weight shall be documented by a certificate
which under the rules of the Assoctatton of American Railroade ie accepted by the
railroads for claim purposes at 100 percent less tariff tolerance.” The untoading
welghts furnished satisfled this rule, Therefore, the arbltratlion commlttee deter-
mined that the Defendant did fulflil the contract terms as they relate to supplylng
"offlclal destlination weights" and as deflned by The Trade Rules Tn effect at the
time fThe contract .was made.

The committee dlid not agree with the Plalnflff's statement that contracts that
are to be fulfilled after a known change In term dafinition should automatically use
the definitlon in effect at the time of shipment. Whlle the ImpendIng action of FGIS
generally may have been known, the fact Is that the Trade Rutes, Including the rede-
fining of terms, were not amended untlt March 26, 1981 (elght days after the contract
was made). The committee belleved [t was not proper to assume yet-to-be-approved
rules would automatically apply to a contract unless speclflically provided for In the
contract terms..  |f.the Plalntiff were confldent of the Impending change, 1+ could
have provlded for 1+ In the contract. Such a provislon was not made.n

o The Plalnflff's clalm to use origln rather than destination clearly Is ou+s!de
The spIrIT of the contract and represents something far more. significant than the
difference beTWeen "offlcial" and "cerTIfled" welgh+s at a speclfic inferlor polnf.

The arbltration commiftee does noT agree wifh The Plalnfiff's c1alm +ha+ fhe
confract. was wriltfen. basls dellvered Kansas Clty. It is wrltten: prifce .baslsKansas
CTTy, and as. such 1t.7s. merely.a pricing mechanism only to atlow a graln: merchandlser
T [sh a. readlly known . frelghf relatlonshlp. ’The Defendanf Therefere, was no+

! ed fo a Kansas Cify desflna?ion._ : . L : : IR

. se reasons, +he commlffee rules In favor of fhe Defendanf and denles any
clalms +o the. PIaInTlff Al subsequent. contracts |In the string were made after the

1981. amendmenfs. However, by the argumqn*s of the .participants when' they
'TDef ndanT positlon, It. 1s clear they had. no problem whatscever wlth the
subsTITuT]on of fhe Term “cerflfled“ for "officlal" welghts. Therefore; the:.commit—
tee ruled In favor of TheiDefendanTs In all cross—?ulfs, wlth no awards.to .any party
Involved In the entire sTring trade,

T L° Sam irmen, Chalrmanjqf,'
The Andersons, Maumee, Ohlo

Harvey P.. Myers _
L.dCooperaflve Grain Company, SfonlngTon, I inols

Lincoln Graln Inc., Lincoln, Nebraska




