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Licensing Agreement for Grain and Rice Warehouse Operators
Asacondition of initial licensing and continued licensing under the United States Warehouse Act (USWA),
adminigtered by the Deputy Administrator for Commaodity Operations (DACO) of the United States Department of
Agriculture (USDA), Farm Service Agency (FSA), the Warehouse Operator agrees to the terms and conditions set
forth in this WA-402 Licensing Agreement for Grain and Rice Warehouse Operators (Agreement) and the
regulations found at 7 CFR Part 735 and the statute found at 7 U.S.C. § 241 et seq.

No person may represent themselves as licensed under the USWA unless holding avalid (neither suspended nor
revoked) license under the USWA.

Any person engaged in business as a Warehouse Operator, but not licensed under the USWA,, is barred from
participation in or benefit from any USWA activity or its claimants from any of the USWA protections or coverage.

The USWA, regulationslocated at 7 CFR Part 735, this Agreement and its addenda prevail to the extent that the
USWA, theregulations located at 7 CFR Part 735, this Agreement and its addenda conflict with the laws,
regulations or practices of the various states, localities or municipalities.

The following are included by reference:

United States Warehouse Act (7 U.S.C. § 241 et s=0).

Agricultural Marketing Act of 1946 (7 U.S.C. § 1621-1627), as amended.

Commodity Exchange Act (7 U.S.C. § 1-22), as amended.

United States Grain Standards Act (7 U.S.C. § 71-87).

Provider Agreement to Electronically File and Maintain Warehouse Recei pts and United States Warehouse Act
Documents (FSA form WA-460) and its applicable addenda and appendi ces.

Inspecting Grain: Practical Proceduresfor Grain Handlers and other training materialsissued by the USDA’s
Grain Inspection, Packers and Stockyards Administration [Federal Grain Inspection Service] (GIPSA-FGIS).
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Section A - Definitions

Authorized Individual. Anindividual, including a warehouse examiner, designated by DACO to engage in
activities authorized under the USWA.

Bin. A bin, tank, interstice, or other container in a warehouse or other space as approved by DACO in which bulk
grain may be stored.

Board of Trade. A designated futures contract market authorized under the Commodity Futures Modernization Act
of 2000, as amended.

Business Day. A calendar day, excluding Saturday, Sunday, or legal holidays (unless business activity occurred) as
observed by the Chicago Board of Trade (CBOT), adesignated contract market.

Central Filing System (CFS). An electronic filing system operated and maintained by a provider, as a disinterested
third party, authorized by DACO, where information relating to warehouse receipts, USWA documents, and other
electronic documentsis recorded and maintained in a confidential and secure fashion independent of any outside
influence or biasin action or appearance.

Certificate. A USWA document that bears specific assurances under the USWA or warrants a person to operate or
perform in a certain manner and sets forth specific responsibilities, rights, and privileges granted to the person under
the USWA.

Collateral Warehouse Receipts. Negotiable warehouse receipts issued by Warehouse Operators to themsel ves that
enable Warehouse Operatorsto pledge unencumbered company-owned grain stored within their licensed warehouse
space as loan security or collateral.

Commingled. The storage or handling of bulk grain under any circumstance other than identity-preserved or
conjoint-grain storage, including all depositor and company-owned grain transferred or delivered to a third-party
Warehouse Operator for storage or handling.

Company-Owned Grain. Grain for which legal title has passed to the Warehouse Operator.

Composite Sample. The combining and splitting of a depositor’srepresentative grain sample drawn from multiple
conveyances to determine the aggregate quality of a specific lot.

Conjoint Storage. A storage obligation for grain to multiple depositors that identifies and denotes specific binning
methods that result in the segregated storage and handling of such grain with like characteristics apart and separate
from al other grain.

Contract. A legaly binding agreement between the producer/depositor/owner and the Warehouse Operator that
establishes certain specific, legal obligations between the parties.

Control of the Warehouse. The Warehouse Operator's ultimate responsihility for the operation and integrity of the
warehouse storage facility by ownership, lease, or operating agreement.

Conveyance. Theindividual transportation unit (truck, railroad car, unit train, barge, vessel, or other such unit) as
determined by DACO, used in receiving or shipping grain.

Crop Year. The12-month period following a crop’s normal harvest period.

Current Assets. Assets, including cash, reasonably expected to be realized in cash or sold or consumed during the
normal operating cycle of the business, or within oneyear if the operating cycle is shorter than one year.

Current Liabilities. Those financial obligations that are expected to be satisfied during the normal operating cycle
of the business, or within one year if the operating cycleis shorter than one year.
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Daily Position Record. A record of grain inventory status summarizing all grain stored, handled, or under the
control of the Warehouse Operator in licensed space.

Depositor. The person or legal title holder depositing grain in alicensed grain warehouse for storage and who
maintainstitle to the grain.

Deputy Administrator for Commodity Operations. The FSA designee under whose general direction and
supervision all provisions and activities regulated under the USWA are administered.

Direct Shipments. Grain delivered for the account of the Warehouse Operator at alocation other than the
Warehouse Operator’s USWA-licensed warehouse facility.

Dockage. Material removed from an origina grain sample as defined by the United States Standards.

Electronic Document. A document that is generated, sent, received, or stored by electronic, optical or similar
means, including, but not limited to, € ectronic data interchange, advanced communication methods, € ectronic mail,
telegram, telex or telecopy.

Electronic War ehouse Receipt (EWR). A warehouse receipt authorized by DACO to be e ectronically issued or
transmitted under the USWA.

EWR Provider. A person or entity authorized by DACO as a disinterested third party that maintains one or more
confidential and secure e ectronic systems independent of any outside influence or bias in action or appearance.

Examiner. Anindividual designated by DACO for the purpose of examining warehouses or for any other activities
authorized under the USWA.

Farm Service Agency. An agency of the USDA whose jurisdiction includes administration of the USWA.

Field Warehouse Agreement. A third-party financing and operationa |ease agreement whereby USWA
Warehouse Operatorsrelinquish partial or full control of their USWA-licensed facility to a field warehouse
company (and its disinterested local third-party custodian) who may issue non-USWA warehouse receipts for
commingled commodities, as financing collateral for the benefit of its specific client(s).

Financial Assurance. The surety bond or other financia obligation authorized by DACO that is a condition of
receiving alicense or authorization under the USWA.

Force Majeure. Severe weather conditions, fire, explosion, flood, earthquake, nuclear incident, nuclear reaction,
nuclear radiation, radioactive contamination, insurrection, riot, strike, labor dispute, acts of terrorism, acts of civil or
military authority, non-availability of transportation, or any other cause beyond the control of the Warehouse
Operator or provider that renders performance impossible, as determined by DACO.

Foreign Material. Material remaining in a grain sample after removal of dockage as defined by the United States
Standards.

Futures Contract Market. Any grain market designated as a futures contract market under authority of the
Commodity Exchange Act, as amended.

Grain. All products commonly referred to as grain, such aswheat, corn, oats, barley, rye, rice, soybeans, emmer,
sorghum, triticale, millet, pulses (other than dry edible beans), sunflower seed, rapeseed, canola, safflower, flaxseed,
mustard seed, crambe, sesame seed, or any oilseed designated by the Secretary for the purpose of this agreement,
and other products as are ordinarily stored in grain warehouses, subject to the approval of DACO.

Grain Bank. Grain belonging to othersintended to be returned to the depositor or lawful owner for use.

Holder. A person who has possession, in fact or by operation of law, of a paper or el ectronic warehouse receipt,
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USWA éectronic document, or any electronic document.

Identity Preserved. The practice of storing and handling grain separate from all other grain, so the actual grain
deposited in the warehouse, and no other, may be delivered to the person holding title to such grain.

Inspector, Sampler, Classifier, and/or Weigher. A person licensed under the USWA to inspect, sample, classify,
and/or weigh grain who determines the grade and/or weight of grain stored at a warehouse licensed under the
USWA.

Lawful Owner. The person or legal entity that haslegal title to grain.
Load Out. Theremoval of grain from the Warehouse Operator’s licensed warehouse space.

Lot. The quantity and quality of single or multiple deliveries of grain received into a warehouse for which one
inspection certificateisissued by alicensed inspector, sampler, classifier and/or weigher at a warehouse licensed
under the USWA.

Master Daily Position Record. A record of grain inventory status summarizing the location daily position record
(DPR) including all grain stored, handled, or under the control of the Warehouse Operator by license.

Negotiable War ehouse Receipt. A paper or eectronic document of title in which the ownership of the grain
represented by the warehouse receipt is transferrable by delivery or endorsement.

Net Weight. The weight of grain after foreign material, dockage, and excess moisture weight have been deducted.

Net Worth. The balance amount after financial liabilities are subtracted from allowable assets. In determining
allowable assets, credit may be given for appraisal of real property, lessimprovements, and for the appraisal of
insurable property, such as buildings, machinery, equipment and merchandise inventory, only to the extent that such
property is protected by insurance againg 1oss or damage by fire, lightning and other risk. Such insurance must be
in the form of lawful insurance policies issued by insurance companies authorized to conduct such business and
subject to service of processin the State in which the warehouse is located. DACO will determine what assets are
allowable and under what conditions appraisals may be used.

Non-Negotiable War ehouse Receipt. A paper or electronic document that cannot be transferred by endorsement or
delivery to ancther holder or person.

Non-Storage Grain. Grain received temporarily into awarehouse for conditioning, transferring or assembling for
immediate shipment, or specific lots of grain moving through a warehouse for current marketing or other use,
against which no warehouse recei pts areissued and no storage charges assessed. Examplesinclude, but are not
limited to, custom drying of grain, cleaning of seed, etc.

Official Service Provider. An agency and/or laboratory authorized by Federal Grain Inspection Service (FGIS) to
provide official inspection and/or weighing services authorized under the United States Grain Standards Act, as
amended (USGSA).

Open-Storage Grain. Grain obligations to othersthat are not warehouse-receipted or company-owned.

Out-of-Condition Grain. Grain with quality deterioration due to moisture migration, mold, insect damage, hest
damage, or other factors.

Persons. Individuals, corporations, companies, associations, firms, partnerships, societies, and joint stock
companies, a State or a palitical subdivision of a State.

Principal. An officer, director, owner, partner, member, or key employee who has major oversight and managerial
responsibilities within the company applying for or holding a USWA license.
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Quality and Quantity. Thelegal, operational, managerial, and financial liability of the Warehouse Operator for
any grain obligation(s), including company-owned grain, handled or stored by the Warehouse Operator.

Schedule of Charges. The public tariff or uniform rate or amount charged by the Warehouse Operator for specific
services offered or rendered under the USWA.

Schedule of Fees. Those fees charged and assessed by the Secretary for licensing, provider agreements, or services
furnished under the USWA to help defray the costs of administering the USWA.

Screenings. The portion of cereal grains, oilseeds or legume seed crop refuse remaining after cleaning that contains
variable proportions of damaged, cracked, and small whole kernel's, weed seeds, forage residue, chaff, dirt, dust
and/or other foreign materials.

Secretary. The Secretary of the United States Department of Agriculture.

Signature. Any name, mark, or writing used with the intention of authenticating a document. It may be a hand-
inscribed original, facsimile, digital, eectronic, or any other form of authentication as approved by DACO.

Split Sample. The portion of aretained representative sample derived from grain delivered for, or into, storagein
accordance with authorized grain-evaluation procedures. 1f an appeal of the original inspection result is requested,
the split sampleisto be provided to the official ingpection agency conducting the appeal ingpection for independent
evaluation.

Storage Grain. All grain received into, stored within, or delivered out of the warehouse that isnot classified as
non-storage.

Transfer of Grain. When, under certain circumstances, the Warehouse Operator transfers or forwards grain by
physical movement or by other methods to a Warehouse Operator for continued storage, subject to the approval of
DACO.

United States Standards. The quality standards maintained for agricultural products regulated by either the
Agricultural Marketing Act of 1946 as amended (AMA), or the USGSA.

Unreceipted Obligations. Grain deposited in the warehouse which is not represented by a warehouse recel pt, but
for which the Warehouse Operator has a storage obligation. Thisincludes, but isnot limited to, open storage grain,
grain bank, and unsettled company-owned obligations.

USWA Inspection and/or Weight Certificate. The source document that establishes the grade and/or weight
obligation of each specific grain lot accepted for storage in and/or 1oaded out of the Warehouse Operator’s licensed
warehouse space.

Warehouse. A structure or other authorized storage facility, as determined by DACO, in which any agricultural
product may be stored or handled for the purpose of interstate or foreign commerce.

War ehouse Capacity. The maximum quantity of grain that the warehouse will accommodate when stored in a
manner customary to the warehouse and within the limits of the amount of financial assurance that the Warehouse
Operator provides, as determined by DACO.

Warehouse Operator. A person lawfully engaged in the business of storing or handling agricultural products.
Warehouse Receipt. A document of title (receipt) issued in accordance with the USWA, indluding an electronic
recel pt, which evidences a Warehouse Operator’s storage obligation to the depositor or owner of an agricultura
product in the warehouse.

Warehousing Activitiesand Practices. Legal, operational, managerial, or financial duties that the Warehouse
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Operator hasregarding grain handled or stored at the USWA warehouse.

Section B - Qualifications

In general, the Warehouse Operator under the USWA shall (each of the following applies):
1. bearesponsble person or principal with a good business reputation, who:

A. isinthebusiness of public warehousing and has knowledge of, and experience in, generally accepted grain
warehousing and handling practices.

B. iscompetent and willing to conduct such awarehouse in accordance with the USWA, Federal regulations,
and this Agreement.

C. hasnot committed afraudulent or criminal offense indicating alack of business integrity or business
honesty that serioudly or directly undermines the person’sresponsibility as a Warehouse Operator.

2. havefacilitiesthat:
A. arephysically and operationally suitable for the proper storage of grain and that specifically:
(1) areof sound construction and in good repair;

(2) have adequate equipment, ingtalled and maintained in good working order, for the movement of grain
into, out of, and within the warehouse;

(3) have adequate ventilation, installed and maintained in good working order, for the proper storage and
preservation of grain quality;

(4) have adequate lighting;

(5) arefreefrom materials and substances that may adversely affect the quality of stored grain;

(6) have a safe and clean work environment; and

(7) ensure adequate security and protection of stored or handled grain from tampering or adulteration.

B. allow for the accurate and efficient inspection, sampling, classifying, and weighing of the grain in store;
and

C. areunder the Warehouse Operator’s control, extending to the immediate surrounding property upon which
the Warehouse Operator’s facility is located.

3. have personnel or contractors available who:
A. have knowledge and experience in inspecting, sampling, classifying, and/or weighing of grain;
B. arelicensed under the USWA to inspect, sample, classify, and/or weigh grain;
C. haveintegrity, good judgment and proven performance; and

D. aresufficiently knowledgeable to assist FSA warehouse examiners with inspections and examinations.



WA-402 (11-03-11) Page 7 of 41

Section C - Financials
1. Financial Requirements
The Warehouse Operator agrees:
A. tohave and maintain (each of the following):

(1) total allowable net worth of at least the amount obtained by multiplying $0.25 by the warehouse
capacity in bushels; however, no person may be licensed or remain licensed as a Warehouse Operator
unless that person has an allowable net worth of at least $200,000. (Any deficiency in allowable net
worth above the $200,000 minimum may be supplied by an increase in the amount of the financial

assurance); and

(2) total allowable current assets equal to or exceeding total current liabilities or evidence acceptable to
DACO that fundswill be and will remain available to meet current obligations.

B. to have adequate insurance covering all depreciable fixed assets and inventory claimed on their financial
statement; and

C. that, if operating multiple warehouses under one or more licenses, the maximum capacity of all storage
space under the licensed warehouses, as determined by DACO, will be the capacity considered in
determining whether the Warehouse Operator meets the net worth requirements.

2. Financial Reporting

The Warehouse Operator agrees:

A. toprovide annually to DACO, within 90 calendar days of the fiscal year end, or more frequently if
required, current financial statements from the Warehouse Operator’s records prepared according to
generally accepted accounting principles.

B. that therequired financial satementswill include, but not be limited to (each of the following):

(1) abalance shest;

(2) astatement of income (profit and l0ss);
(3) astatement of retained earnings,

(4) astatement of cash flows; and

(5) notesto thefinancial statement.

C. that authorized representatives for the Warehouse Operator will certify under penalty of perjury that the
statements, as prepared, accurately reflect the financial condition of the licensed warehouse as of the date
designated, and fairly represent the results of operations for the period designated.

D. tohavetherequired financial satementsreviewed or audited by a certified public accountant or an
independent public accountant, as approved by DACO.

E. that reviews and audits by independent certified public accountants and independent public accountants are
to be made in accordance with standards established by the American Ingtitute of Certified Public
Accountants. The accountant's certification, assurances, opinion, comments, and notes on this satement
must be furnished, along with the financial statements. The notes of the financial statements areto include
adetailed list of company-owned inventories, including unpaid grain.
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F.

that reviews and audits without a physical measurement of inventory and its resultant qualified opinion may
subject the Warehouse Operator to an inventory determination by USDA personnel and the assessment of
fees to compensate USDA.

that if any financial statement is restated, recal culated, or republished, the Warehouse Operator shall notify
DACO immediately.

3. Accepting Other Financial Statements

The Warehouse Operator may meet the financial and reporting requirements of Section C, subsections 1 and 2,
subject to DACO approval, with (any of the following):

A.

consolidated financial statements of a parent company that separately identifies the financial position of the
Warehouse Operator asa subsidiary; or

guaranty agreement from a parent company submitted on behalf of a wholly-owned subsidiary which meets
the requirements of subsections 1 and 2 of Section C; or

guaranty agreement accompanied by an audit-level financial statement meeting the requirements of
subsections 1 and 2 of Section C of an entity with substantial interest in the Warehouse Operator.

4. Special Cases - Assets

A.

subject to such terms and conditions as DACO may prescribe and for the purposes of determining
allowable net assets, appraisals of the value of fixed assets in excess of the book value claimed in the
financial statement submitted by the Warehouse Operator to conform to the requirements may be allowed if
each of the following conditions are met:

(1) theassessment is prepared by independent certified appraisers and according to established appraisal
criteria acceptable to DACO; and

(2) theassetsarefully insured againg casualty loss. The Warehouse Operator must provide written notice
to DACO not less than 30 calendar days before the insurer(s) intends to cancel insurance coverage.

all grain purchased in-store or at another warehouse location can only be shown as an asset to the limit of
the verifiable equity paid, adjusted for current market value, as determined by DACO.

Section D - Financial Assurance

1. Computation

The Warehouse Operator agrees to furnish (each of the following):

A.

financial assurance computed at the rate of $0.20 per bushel for thefirst million bushels of USWA-licensed
warehouse capacity, $0.15 per bushel for the second million bushels of grain capacity and $0.10 per bushel
in excess of two million bushels of grain capacity, with a minimum of $50,000 and up to a maximum of
$500,000 for each State in which licenses are held;

additional financial assurance, if necessary, as determined by DACO, by adding to the amount of financial
assurance an amount equal to any deficiency in net worth in excess of the $200,000 minimum reguirement;
and

additional financial assurance, if DACO finds that conditions exist which warrant requiring additional
financial assurance.
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2. Acceptable Forms

The Warehouse Operator may offer as financial assurance any of the following:

A.

B.

a Warehouse Operator’s surety bond, or

adeposit with DACO of U.S. bonds, U.S. Treasury notes or other public debt obligations of the United

States or obligations that are unconditionally guaranteed as to both interest and principal by the United

States, subject to each of the following restrictions:

(1) the obligation deposited will not be considered a part of the Warehouse Operator's assets;

(2) any deficiency in alowable net worth exceeding the $200,000 minimum may be offset by the
Warehouse Operator furnishing an acceptable financial assurance for the difference. The deposit may
be replaced or continued in the required amount from year-to-year; and

(3) thedeposit will not be released until one year after revocation of the license that it supports, or until
after satisfaction of any claim againg the deposit, whichever is later or approved by DACO; or

an irrevocable letter of credit issued to DACO, on aform approved by DACO, to which each of the
following apply:

(1) theletter of credit isissued for aterm of not less than two (2) years, provided that:

(a) theissuer of theletter of credit provides 120-day notification in the event the letter of credit will
not be renewed; and

(b) USDA shall provide written natice that it will draw upon the letter of credit in full ten (10) days
prior to its cancellation date if replacement financial assuranceisnot provided. These funds will
be held until such time as all obligations are settled or replacement is provided.

(2) theletter of credit isissued by a commercial bank, payableto DACO, FSA by sight draft and insured
by the Federal Deposit Insurance Corporation or by an institution in good standing regulated by the
Farm Credit Administration; and

(3) itssupporting funds on deposit are not considered an asset of the company.

participation in, and coverage by, a State indemnity or insurance fund established and maintained by a
State, as approved by DACO, provided that:

(1) thefund isbacked by the full faith and credit of the State;

(2) the fund guarantees depositorsin the USWA licensed warehouse full indemnification for any breach of
any of the Warehouse Operator’s obligations created under the terms of the USWA;

(3) the Warehouse Operator fileswith DACO a yearly certification of their participation and coverage in
the fund;

(4) intheevent of a deficiency in the Warehouse Operator’s net worth to cover thetotal net worth
requirement under the USWA,, the certification of participation and coverage may be used only to
cover deficiencies in net worth above the minimum net worth requirement; and

(5) the Warehouse Operator must, at all times, meet the minimum net worth reguirement.

other aternative instruments and forms of financial assurance approved by DACO.
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Section E - Duties of the War ehouse Oper ator

1

In general

The Warehouse Operator agrees, unless prevented from doing so by force majeure, to (each of the following):

A. exerciseat all timessuch carein regard to maintaining the standard of quality and quantity of grain in
custody as a reasonably careful owner would exercise under the same circumstances and conditions, and to
keep the grain from going out-of-condition;

B. not differentiate among depositors or lawful owners regarding use of and access to services, except that
available storage space may be allocated;

C. provide all necessary assistance in the execution of inspections and examinations by authorized warehouse
examiner's,

D. maintain, at al times, legal and operational control of all licensed storage space;

E. apply for licensing all warehouse space or facilities controlled by the Warehouse Operator at a specific
location, among which grain may be transferred without wei ghing, unless that space or those facilities are
physically separated and specifically exempted from the license by DACO;

F. apply for an amendment to their license when adding or deleting bins, locations or other space that alters
the licensed storage capacity;

G. post for public access at all locations, copies of certificates of licensing, current tariff and any special rules;

H. report immediately the occurrence of afire, disaster, or loss, and the extent of damage to DACO;

I. ensurethat dl grain claimed as company-owned is paid for or applied to fully executed contracts within 30
days of fina delivery; and

J.  ensure that contracts involving the application of producer open-storage or credit-sale grain are executed
by both parties within 30 days of final application of the grain againg the contract and fully reflect the
terms of settlement.

Warehousing

The Warehouse Operator agrees, unless prevented from doing so by force majeure, to (each of the following):

A.

B.

accept for storage only storable grain;

accept all storage and non-storage grain and, at the request of the depositor or lawful owner, deliver out
(other than in the case of specially-binned grain) all storage and non-storage grain in accordance with the
weight and grade of that grain as determined by a person duly licensed to inspect, sample, classify and/or
weigh that grain. (Disputes are addressed in Section J - Grain Grading Appeals);

accept and deliver out of storage grain in accordance with the factors determined as the result of an appeal
of the original inspection results;

ensur e all grain accepted for storage is stored in the Warehouse Operator’s licensed warehouse space;
issue a USWA Inspection and/or Weight Certificate for each individua conveyance (or for multiple

railcars provided that each railcar isidentified separately) that delivers grain received for storageor that is
loaded out of the Warehouse Operator’s licensed warehouse space;
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F. deliver stored grain without unnecessary delay and in a commercially reasonable manner;

G. not deliver infested or adulterated grain as defined under the United States Standards,
USDA/GIPSA/FGIS, Food and Drug Administration (FDA), Environmental Protection Agency
regulations, or other Federal laws or standards;

H. not load or deliver grain in a conveyance that places the quality or quantity of the grain at risk;

I.  not redeliver, ship or remove any warehouse-rece pted grain from licensed storage space based on written
or oral orders from the current holder or other lawful person without the Warehouse Operator first being
made the final holder of the EWR or having physical possession of the paper warehouse receipt or other
document of release for such grain;

J. promptly cancel warehouse recel ptsrepresenting any grain prior to shipping or removing grain from
licensed storage space;

K. resolve any claim for noncompliance with the shipping of grain or any other disputein aU.S. district court
of competent jurisdiction or through mutually agreed-upon arbitration procedures. The arbitration
procedures will be nondiscriminatory and provide equal access and protection relating to the shipping of
grain;

L. maintain sufficient inventory, at all times, of grain in licensed storage space that reflects the quality and
quantity represented by outstanding storage obligations (including warehouse-recei pted and unreceipted
grain). Inthe event the quality or quantity of stored grain becomes out of balance with quality or quantity
represented by outstanding storage obligations, the Warehouse Operator isto effect the necessary
corrective actionsto regain a balanced position for quality and quantity in atimely manner;

M. attach, upon acceptance for storage of any lot of bagged grain, a durabletag or stencil in amanner that
readily makes possible the identification of thelot at all times. Such tags or stencil must show:

(1) lot number;
(2) warehouse receipt number issued for such grain, if warehouse receipt is requested;
(3) number of bagsinthelat, if applicable;
(4) kindand classof grain;
(5) quality factors, if determined;
(6) grossweight of the screened grain when it entered storage, and
(7) datethe grain entered storage.
Note: The tags on bagged grain must be visible and readily accessible, enabling an accurate count.
N. assure that the physical warehouse inventory record for each kind/class of grain equalsthetotal
outstanding warehouse receipt and storage liahility obligation records (including company-owned) for the

close of each business day and before the sart of the next business day;

O. not issue awarehouse receipt for any grain product or co-product which would meet the definition of
“screenings”; and

P. exercise due care with respect to non-storage grain while in the Warehouse Operator’s custody.
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3. Facilities
The Warehouse Operator agrees, unless prevented from doing so by force majeure, to (each of the following):
A. maintain the warehouse(s) in sound physical condition consistent with good warehousing practices;
B. keep the warehouse and the property on which it is located reasonably clean and safe at all times; and
C. securely affix clearly discernible numbersto identify bulk grain bins and other authorized storage licensed
under the USWA for storing grain. The series of designated numbers must be pre-approved by DACO.
Bulk grain bins must be numbered so as to be easily identified at the openings on top and aso on or near
the outlet valves underneath. Other authorized storage must be numbered in such a manner that clearly
shows the space covered by each number.
4. Facility Security
The Warehouse Operator agrees to (each of the following):

A. conduct afacility risk assessment and establish written security procedures that address grain handled and
stored under this Agreement with regard to (each of the following):

(1) general security of the USWA-licensed physical structures and property on which the licensed
warehouse is located;

(2) shipping and receiving procedures to ensure that grain is not subject to tampering;
(3) action to be taken in the event of anational emergency; and
(4) contact information for local emergency responders and law enforcement authorities.
B. have awritten facility security plan that includes measures which address the vulnerabilities identified
ﬂLég%:]e .the risk assessment and that protects the safety and purity of the grain handled and stored under the

5. Fair Treatment

A. TheWarehouse Operator agreesto deal in afair and reasonable manner with persons storing or seeking to
storegrain if each of the following conditions are met:

(1) thegrainisof thekind, type and quality customarily stored or handled in the geographic area;
(2) thegrain has been tendered to the warehouse in a suitable condition for storage; and

(3) thegrainistendered in amanner consistent with the ordinary and usual course of the Warehouse
Operator’s business.

B. The Warehouse Operator may enter into agreements with depositors or lawful ownersto allocate available
warehouse storage space.

6. Insurance
The Warehouse Operator agrees to each of the following requirements:
(1) secure, intheir own name, insurance on stored grain againg loss or damage by fire, lightning,

windstorm, cyclone, tornado, or inherent explosion and other special peril risks under forms of policies
which automatically attach for the full replacement value of stored grain, as soon as such grainis
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placed in ther legal custody, and continue such insurance in effect so long asthe grain remainsin their
legal custody. Arrangements between the Warehouse Operator and insurers concerning
indemnification of waivers of deductibles are acceptable as long as an insurer coversany loss fully or
the Warehouse Operator indemnifies deductibles with aletter of credit, additional bonding or other
financial assurance in favor of USDA. DACO may accept consolidated blanket insurance policies of
parent companies that separately identify the insurance coverage of the Warehouse Operator as a
subsidiary and include the full replacement value of stored grain;

(2) keep ageneral insurance account showing the policy number, issuing company, amount binding,
exclusions, limits of liability, and expiration dates of all insurance policies and in each instance show
the property covered by such policies. These insurance policies may be issued by one or more
insurance companies,

(3) submit such reports to underwriters as may be required under the terms of such policies;

(4) submit copies of such reportsto DACO, asrequired;

(5) includeintherules and schedule of charges (tariff) the conditions under which stored grain will be
insured against loss or damage by fire, lightning, windstorm, cyclone, tornado, or inherent explosion

and other specia peril risks; and

(6) provide DACO with written notice not less than 30 calendar days before the insurer(s) intendsto
cancel property and/or stock (inventory) coverage.

7. BusinessHours

The Warehouse Operator agrees to (each of the following):

A.

be open for the purpose of receiving grain for storage and delivering grain out of storage and for settlement
purposes each business day for aperiod of not less than six hours between the hours of 8 am. and 6 p.m.,
except as provided in C;

post business hour s at a conspicuous, publicly accessible location at the licensed warehouse, including the
grain receiving area; and

post notice in the event that the warehouse is not open during the hours specified in A, the estimated period
during which the warehouse is to be closed and the contact information, including address and telephone
number of the Warehouse Operator.

8. System of Records

The Warehouse Operator agrees to (each of the following):

A.

develop and maintain a system of records, approved by DACO, on site, unless otherwise provided for in
this Agreement’s Addenda. These records shall include, but are not limited to, an accurate and concise
Master Daily Position Record (DPR) by each kind and class of grain and supported by supplemental DPRs
based on source documents that identify the total quantity and quality of each kind, class, subclass, and
grade, special grade, specialty traits or use, of grain sored and handled in USWA-licensed space showing
each of the following categories on adaily basis:

(1) total grain (asshown in therecord of physical inventory) received into the warehouse;
(2) total grain loaded out of the warehouse;

(3) total adjustmentsto grain in the warehouse;
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(4) total grain remaining in the warehouse at the close of each business day;
(5) total grain obligationstransferred or forwarded to another warehouse;

(6) total grain represented by negotiable and non-negotiabl e warehouse recel ptsissued and canceled,
and the remaining outstanding balance;

(7) total increase, decrease, and outstanding storage grain obligations, including grain bank and open
storage grain belonging to others;

(8) total unpaid (unsettled) grain owned by the Warehouse Operator for which warehouse receipts have
not been issued;

(9) total paid and unpaid (unsettled) grain owned by the Warehouse Operator for which warehouse
recel pts have not been issued; and

(10) total grain obligations.

Note: Before proceeding to the next day's DPR, the Warehouse Operator isto accurately update the current
day's DPR with al applicable changes that occurred that date by closing and preventing subsequent
changes to those data. Any correctionsto that data must be made and shown as an adjustment on the date
that the error is found and corrected.

B. maintain arecord of corrections and adjustments made to the DPR. Thisrecord may be included as
footnotes in the DPR or a separate record may be maintained. The footnotes shall reference the date, the
document used to make the adjustment, the nature of the adjustment and the reason for the adjustment.

Note: Upward adjustmentsto the DPR are not permitted, except when verified by emptying the warehouse
or acomplete verifiable weigh-up, or as authorized by DACO. Under normal circumstances and
conditions, grain does not increase in volume whilein storage. Excesses of measured inventory over
obligations are to be explained and not arbitrarily adjusted.

C. maintain records for each depositor showing the kind, class (and the subclass white club wheat), grade,
specialty (such aswaxy corn), and quantity of grain deposited or redelivered;

D. maintain records of direct-shipment and transferred grain. In the case of direct-shipment grain, such
records shall include the inspection and/or weight certificates from the receiving warehouse(s). If direct-
shipment grain is being substituted for storage grain, the storage grain must be shown on the DPR asa
storage obligation. If direct-shipment grain isbeing substituted as sold or contracted grain, such grain must
be shown in the Warehouse Operator’srecords as a monetary obligation. If the grain istransferred or
forwarded and the Warehouse Operator is maintaining ownership, the grain shall be shown on the DPR asa
storage obligation and shall comply with the requirements for transferring of grain;

E. maintain adetailed accounting system of all money received and disbursed,;
F. maintain records accurately and concisely reflecting daily business activity, including weekend activity;

G. retain theserecords for a period of 6 years after December 31 of the year in which the records were
created. A longer retention period may be necessary for the purposes of any litigation which the
Warehouse Operator knows to be pending or as may be required by DACO in particular cases to carry out
the purposes of the USWA; and

H. maintain similar records and information for any non-storage grain handled through the warehouse.
Records required with respect to non-storage grain must be retained, as a part of the records of the
warehouse, for a period of 6 years after December 31 of the year in which thelot of non-storage grain is
delivered from the warehouse.
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9. Reports

10.

11.

The Warehouse Operator agrees to (each of the following):

A. makereports concerning the condition, contents, operation, and business of the warehouse available upon
request by DACO on forms prescribed and furnished for that purpose by FSA; and

B. keep on file, either electronically or on paper, an exact copy of each report submitted as a part of the
records of the warehouse for a period of 6 years after December 31 of the year in which the document was
created or longer, if required by DACO.

Records

The Warehouse Operator agrees to (each of the following):

A.

B.

back up and maintain an off-site copy of electronic records daily;

provide, unless an alternative is approved by DACO, at least afireproof safe, a fireproof vault, or afire-
resistant compartment in which to keep, when not in actual use, all records, books, and papers pertaining to
the licensed warehouse, including current warehouse receipt books, and copies of issued and canceled
warehouse receipts,

retain each canceled warehouse receipt for a period of 6 years after December 31 of the year in which the
warehousereceipt iscanceled. A longer retention period may be necessary for the purposes of any
litigation which the Warehouse Operator knows to be pending or as may be required by DACO in
particular cases to carry out the purposes of the USWA;

retain a copy of each inspection and weight certificate for a period of 6 years after December 31 of the
year in which the document was created; and

arrange for purposes of an audit, canceled paper or electronic warehouse receipts, contracts, and inspection
and/or weight certificatesin a sequential numerical order or as otherwise may be directed by DACO.

Public Tariff and Schedule of Charges

The Warehouse Operator must (each of the following):

A.

B.

not impose unreasonable or exorbitant charges for services rendered;

filewith DACO, acopy of the public tariff rules and schedule of charges to be assessed depositors before a
license to operate a warehouse is granted under the USWA,;

post conspicuoudy at a publicly accessible location where the depositor may accessiit at the warehouse,
including the grain receiving area, a copy of the public tariff, including current rules and schedule of
charges,

filewith DACO anew public tariff rule statement or schedule of charges before implementing any change
to such rules or schedule of charges. No increasein charges or rates shown in such schedule will apply to
grain in storage at the time the changes become effective for a period of 1 year from the date such grain
was deposited; and

include in the rules and schedul e of charges the conditions under which the grain will be insured against
loss or damage by fire, lightning, windstorm, cyclone, tornado, or inherent explosion and other special peril
risks.
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The Warehouse Operator may (any of the following):

(1) demand payment of all accrued charges at the close of each crop year or other mutually agreed-upon
date. If, upon demand, the owner of the grain refuses to pay such charges at the end of a season, action
may be taken to enforce collection of such charges as permitted by the laws of the State in which the
warehouse is located; or

(2) demand payment of all accrued charges associated with the storage of grain to satisfy the Warehouse
Operator’slien prior to delivering such grain to the depositor; or

(3) enter into mutually agreed upon specia agreements with depositors that may include service rates and
rules differing from the public tariff rules and schedule of charges. Such special arrangements shall be
submitted by the Warehouse Operator to DACO prior to execution, and are subject to approval by
DACO.

12. Grades and Grain Quality Inspections

13.

14.

The Warehouse Operator agrees to (each of the following):

A.

equip the warehouse with grading and quality-eval uation equi pment necessary to determine the kind,
grade, and quality of each class, subclass, and specialty grain received, handled, or accepted for storage;

ensur e that al grading and quality-evaluation equipment isinspected and certified annually by an
applicableregulatory or independent authority. Testing or quality-eval uation equipment whose
performanceisreected and/or not certified shall not thereafter be used to ascertain the grade or quality of
grain for the purposes of the USWA license, until such rgjection iswithdrawn by the applicable regulatory
or independent authority; and

ensur e that all samples submitted to FGIS or an independent agency are representative of the grain
delivered.

Scales and Weighing

The Warehouse Operator agrees to (each of the following):

A.

equip the warehouse with scales appropriate for the kind of grain being weighed, and have them arranged
in amanner that all grain, whether for storage or non-storage purposes, can be weighed in and out of the
warehouse; and

have scales inspected and certified annually by an applicable regulatory or independent authority. Scales
which have been tested and their performance rejected and not certified shall not thereafter be used in
ascertaining the weight of grain for the purposes of the USWA license, until such rejection iswithdrawn by
the applicable regulatory or independent authority.

Prompt Delivery

In the absence of force majeure or alawful excuse, the Warehouse Operator shall, as commercially reasonable
and without unnecessary delay, deliver the grain stored or handled in the warehouse on a demand made by
(either of the following):

A.

B.

the holder of the warehouse receipt; or

the lawful owner of the grain, if no warehouse receipt has been issued.
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15. ldentity-Preserved and Conjoint-Storage Grain

A. TheWarehouse Operator may elect not to accept and store identity-preserved or conjoint-storage grain.

B.

If electing to accept and store such grain in bagged or bulk form, the Warehouse Operator agrees to (each
of thefollowing):

)
2

3)

(4)

Q)

clearly identify and mark each bag, container, bin, or tank containing such grain;

maintain records that clearly show the depositor of such grain, the quality characteristics and internal
storage location of each lot deposited and stored in the warehouse;

enter into, at the time of deposit, a special storage agreement with the depositor defining the terms and
conditions of storage, including the amount of shrinkage or quality deterioration to be allowed while
such grainisin storage;

maintain the quality and quantity of such grain as stated within the terms of the applicable public tariff
or special storage agreement entered into with the depositor(s); and

follow good warehouse storage practices.

For identity-preserved grain:

@

2

Except as may be required by law or theregulationsin this part, the Warehouse Operator shall not
remove or transfer any such grain for storage from the licensed warehouse or a part thereof to another
bin without firgt notifying the depositor.

The Warehouse Operator must deliver to the depositor or lawful owner the actual grain deposited and
stored in the warehouse. The conditions for delivery are (each of the following):

(a) proper presentation of title for any identity-preserved grain; and

(b) payment of all accrued charges associated with the storage and handling of such grain, if requested
by the Warehouse Operator.

For conjoint-storage grain:

)

2

Except as may be required by law or theregulationsin this part, the