IMATIONAL GRAIN AND FEED ABSOCIATION

February 24, 1983

Arbltration Case Wumber 1578

Plaintitf: wWest Central Cooperatlve, Ralston, lowa
Defendant: Continental Grain Company, West Des Molnes, |owa

Cross-Plaintlit: Contlnental Graln Company, West Des Molnes, lowa
Cross-Defendant: Scoutar-Blshep Graln Company, Kansas CTty, Missour]

Cross=Plalntlff: Scoular-Blishop Graln Company, Kansas Clty, Missour]
Cross—-Detendant: Guif Coast Graln Company Inc., Memphis, Tennassee

Cross=FPlaintiff: Gult Coast Graln Company Inc., Memphls, Tennessee
Cross-Defendant: The Plilsbury Company, Minneapolls, Mlinnesota

Statement of Case

Thesze Interralated cases Involved a string of sellers and buyers, =ach of whom
bought and/or sold 85,000 bushels of U.5. Mo. 2 yellow corn to be shipped from lowa
to a destinatlon selected by the ultimdte buyer. The West Central Cooparative of
Ralston, lowa, was the shipper from Tts Jefferszon, lowa, plant. The Contlnental
Graln Company, Scoular-Bishop Graln Company and Gu|f Coast Graln Company Inc. were
the subsequent Intermedliate buyers and sellers In the string trade. The Plllsbury
Company was the ultlmate buyer in the string, wlth the unloading occcurring at Clin-
ton, lowa, where Z5 cars were unloaded dlrectly Into barges.

Tha trade dispute was triggered by an unexplalned difference batwean origln and
destination welghts, That, In Itself, dld not warrant an arbltratlion action. How-
ever, the case was complicated by the fact that the original contract and subsequent
contracts called for officlal destinatlon welghts, whlle certlfled destlination
wolghts were furnished. |t was further compllcated because during the time between
the orlginal contract date and the ultimate unloading of the graln covered by the
contract, The use of The term "offlclal walghts" by others was presmpted by the Fed-
eral Graln Inspection Service (FGIS). That actlon forced all non-FGIS welghling su-
pervision agencles to cease usling the term, even though they malntalned the same su-

pervislon procedures. In the graln trade, the generally accepted substltute term Is
“cortitied walghts,”

The Plalntiff clalmed that since offliclal welghts at destinatlon were not fur-
nished, officlal welghts at origln should apply and that the Plalntiff should be re-
Imbursed for the 38,800 pound loss It Incurred because of the welght dlisparity.

The basls for the Plalntiff's clalm was the Defendant's lack of. compllance wlth
Grain Trade Rule 21 (b} =-- welghts —— which was guoted only In part: "erazin aold
basis offieial destination weights may not be diverted by buyer to a destination
where official weights are not availabie except with the permisgsion of the seller.”



The Plaintltf tfurther contended that contracts that are to be fulfllled after a
anown change In ferm deflinltlon should use the deflnltlon in effect at +the time of

shipment. The Plalntiff also contended that the contract was wrltten basls dallvared

Kansas CTty, and not Cllinton, lowa.
Tha Decislon

Since Trade Rule Z1(b) was the basis of the clalm, 1t was Important to carafully
review the complete rule and any reference rules that were In sffect and utll|zed by
the tfrade at the tlme the orlginal contract was made (March 18, 1981). One part of
that rule stated: "On grain sold baeis official destination weighte, it shall be
the duty of the buyer to furmish billing inetructions to a destination vhere affieial
weights are available, as described in Rule 2(C)." Rule 2(c) states: "An of fieial
wetgnt ehall be any weight that is obtained by an approved weigher ueing an approved
ecale, both the weigher and the seales being wnder the general supervision of a
dicinterested supervisory agemey. The weight ehall be documented by a ecertificate
which wnder the rules of the Assceiation of American Railroads ig aecepted by the
railroade for claim purposes at 100 percent less tariff tolerance." The un loadng
welghts furnlshed satisfied thls rule. Tharetore, the arbltration commlttee deter-
mined that the Defendant dld fulfil|l the contract terms as they relate fo supplylng

"officlal destlnation welghts" and as deflned by the Trade Rules In sffect at the
time the contract was made.

The commlttee did not agree wlth the Plalntlff's statement that contracts that
are To ba fulfilled after a known change In term deflnitlon should automatically use
the definiflon In effect at the time of shipment. Whlle the Impending actlon of FGIS
generally may have been known, the fact 13 that the Trade Rules, Including the rede-
flning ot terms, were noT amended untl| March 26, 198] {elght days after the contract
was maide) . The commlttes bellaved 1t was net proper to assume yet—to-ba-approved
rutes would automatically apply To a contract unless speclflcally provided for In the
contract tecms. |f the Plalntlff were confldent of the Impending change, Tt could
have provided for It In the contract. Such a provislon was not made.

The Flalntiff's clalm to use orlgln rather than destinatlon clearly !s outslde
the spirit of fthe contract and represents something far more slgniflicant than the
differanca batwsan "offlclal” and “certltled" welghts at a speclfle Interior palnt.

The arblifration commlttee doas not agree wlth the Plalntlff's clalm that +he
canfract was written basls dellvered Kansas Clty. [t Is wrltten price basls Kanszas
Clty, and as such It is merely a pricing mechanlsm only to allow a graln merchandlser

to estabiish a readlly known frelght relationship, 'The Defendant, therefora, was not
contined to a Kansas Clty destination.

For these reasons, the commlittee rules In favgr of the Detfendant and denles any
clalms to the Plalintlff, All subsequent contracts In the string wara made after the
March 26, 1981 amandments., However, by tha arguments of the participants when they
were In a Defendant position, 1+ Is clear they had no problem whatscever with the
substitution of the term Ycertlfled" for "offlclal™ welghts. Therefore, the commlt-

tea ruled Tn favor of the Defendants Tn all cruss-§ul+5, with no awards to any party
Involved In the entire string trade.

Tula Sam lrmen, Chalrman
The Andersonz, Maumesa, Ohlo

Harvaey P, Myers
Stonington Cooperatlive Graln Company, Stonlngten, 1{linols

Robert 5. Cartmii|
Lincoln Graln Inc., Lincoln, Mebraska
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