NMATIONAIL GRAIN AND FEED ASSOCILATION

Augqust 19, 1582

Arbitration Case Ho. 1580

Plaintiff: Bunge Corp., Logansport, Indiana
Cefendant: Bunker Hill Farm Service, Bunker Hill, Indiana

Chronology of Events, Reported Facts and Basis of Complaint

Both the Plaintiff (Bunge Corp.) and the Defendant {(Bunker Hill) agreed that a con-
tract was consumated betwean the two parties for the delivery of 150,000 bushals of
soybeans (unpriced basis the HWovember futures) from Bunker Hill to Bunge at Logans-

port for Coctober-Wovember, 1979,

Both parties agreed, during the |ife of the contract, te cancel 15,000 bushels {a
10,000 and a 5,000 bushel |ot) of the contract with subsequent contractual arrange-
ment for the same guantity by a firm (Amboy Grain Company) with the same ownership as
Bunker Hill to be delivered to Bunge at Legansport for the same period ending (Novem-
ber 30, 1979).

Both parties agreed that during Octobar, 1979, a phone conversation betwsen the Com-
mercial Manager of Bunge and the President of Bunker Hill did take place wherain
Bunker indicated that a potential problem could exist for ftimely confractual comple-
Tion due to Bunge's reduced fruck dump hours and Bunge indicated that additional time
could be allowed for delivery,

On October 31, 1979, the two parties agreed to roll the 6%,000 bushel cpen and un-
priced balance to the January futures at the then current spread.

During Movember, 1979, 45,000 bushels were either cancelled {discussed above) or
priced and deliverad. Thus, on Movember 30, 197%, (the last day of the contract)
20,000 bushels remained open and unpriced,

{On December 14, 1979, 1,327 bushels were delivered and priced leaving an open balance
of 18,673 bushels which became the basis of the dispute. On Januvary 3, 1980, The
Flaintiff (Bunge) wrote an extension to the original confract to January 30, 1280,

On Fabruary 12, 1980, Bunge confirmed in writing tTo Bunker Hill that as of that date,
they were willing to settie for one-half of the reported loss (53,875.00}.



Claim and Counterclaim Yo

The Plaintiff, Bunge Corp., sought an arbitration award of 7 ?G? 61-. {Thﬂ differance
petwean the or;g|nal contract baslz and cancellation basis) w|+h interest frem Fehb-
ruary 28, 1980, (cancellation date) plus arbitration fees.

Tha Defendant, Bunker Hill Farm Service, denied the above claim and scught a counter-
claim in tha amount of %4,855,.00 plus Inferest and arbitration fees. Bunker Hill
contended that Bunge's Logansport facility was unable (due to reduced hours of opar-
ation} *o aceept the contracted soybeans congruent with Bunker Hill's needed delivery
schedule necessitating delivery to another destination [(Kokomo Grain Company, Kokomo,
Indianal of 22,333 bushels, The beans delivered to Kokomo were confracted under a
delayed price program, The subsequent pricing which diftfered from the original con-
tract price delivered Bunge was the basis for the counterclaim,

Dpinian

The Arbitration Committes, after having reviewed the reported facts surrcunding the
dispute, rendered the following decision and explanation,

[T was apparent that both parties allowed a somewhat locse structure To develop in
the chain of events. The contract basis should have been rolled to the March futures
an or before January 1, 19280, by mutual consent {(Grain Trade Rule 30). A written
confirmation of extension at the end of November was not prepared even though the
buyer (Flaintiff) indicated prior to contract expiration that, should it be necez-
sary, an exfension would be allowed, |1t should have been evident after the January
L, 1480, extensicn to Janwvary 30, 1980, with no deliveries that the seller (Defen-
dant) was not going to complaete the contract, i.e., the buyer (Flaintiff), by the
axarcise of due deligence, could have determimed whether the seller had defaulted
{Grain Trade Rule 11}, The Plaintiff stated in the February 12, 1980, correspondence
that a =seftlement for one-half of the calculated loss would be acceptable. The cal-
culation used to indicate the loss was a January-March futures spread of 72¢ per
bushel. Howaver, the January option had expired the previcus January 22nd and no
record of ear|ier attempts to spread the contract forward were presented. The spread
the last day of trading for the January futuras was 10€ per bushel.

Based on the above explanation, the Arbitration Committea found for the Plaintiff.
However, because of the manner with which The Plaintiff exercised due diligance the
amount awarded was 3$3,875.00 plus interest at a rate of 16.5% from February 12, 1980,
to settlement date |less 60 days {approximate time period for arbitration
proceadings).

The Defendant?s counterclaim was denied.
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