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Arbitration Report:
85 vequired in Sectlon 8§ (k] of she Arbitratien Rules, your sesrelary reports regord-
ing faas ¥o, 1204, Hanses Elevator Compeny, Hansas City, Moo, Plaintiff ard the
Torrall Willing Comgesy, Tervell, Tex., Dofondant. This case involved a contraet for
four carloads of oats and zscond contract for four carleads of yellow gorn. Both
‘varties ackoowledzed the exmisience of these ctmtrdcts and esautered into them in good
taith. The dispute arcse gver the intervretatlion of the contragt, as $o whether or
not 1% was #ubject %o 2 so~-called “Hescalator {lause™ infeypratation., Both parties
spraed that Yhe commodity in the firgt contract was bulk white cats, #3 - 30#, OPA
sosle of premiums or discounts up or down, nothing below #4, 27# 4o apolr: price,
OP4 eceiling plus wmarkeps or market, whichover wag higher st time of shipment, plus
¢ brokerage %o the Frank H. Snsll Co., broksra.

In view of the faet that the fwo contracts contained o technical point as well ag
lnveiving o new and seldom sneountared sifsatinn, existing conditions at the hime,

Degember, 1948, ths conSracts wers made A1d have serious comaideration in passing
Judgment.

The #rhiteation Commitiee iz reaching its decision, pointed out that commodities,
Braing, milifeeds, proteins, sie., were scaros anmd all secments of the grain and
milling industry were anxious for suppliea. Ynnspal inducemsnts were offered to ob-
%2in supplies. 48 & veauld, thousands of carlomds of grain and grain products were
tradad in on this "Hsealator Clause™ basis, awmd 14 was agreed By the trade that such
tontvacts ware AePinibely in favor of the aeller in that he was guarenised z price

er "floar"™ as established in the market, plther by reason of or an adwvance in P
Cellings or im the werket in case Yhe OPA ceilings were cancelled. Yet buyers werd
¥illing %o pocept and did ascept this interprefmtion of thelr comtracts in order

%0 obtain supplies. The Commiltkes, tberafore, belisved tha the contents of such a
“oairact were thoroughly understond by all parties concerned.

%iiﬁf the Commiftes thought that the contrachs might be criticized as not being as
%Peﬂlfic or g2 detailed az they might be in sztting ont the meaning of the “Bsca-
“ior (lauge”, yeb, they 4id state thai the price azhall be the DPA ceiling price,

?1? Yo market, whichever is higher at the f{ime of chipment. IFf the possibility of a
a gher marlcet were admittad, then it would follow thai tha partiss to the confract
I‘;kn&wla&g@ri the poesibilliy of "the OPA act expiring hefore the grain was shinped.
ﬁﬂi{}m oellings wore not cancelled, then any market advance, other than a raise in the

ling price, was Impozsidle avd ceiling prices as established by OPA would be the
Lontracy, ) - .

Tharsefaora, the Commitiue alter etreftlly weighing the variouns factora, found in
favor of $he Plaintiff, the Kansas Elevator Co., and concluded that it was tha
obligatior of the Defendant, the Terrell Milling Go., to relmburse the Plainbiff i
Yhe amaunt off $I08.235, remainder on car of ocats UP 307528, Further, 46 sccept on
confract 21l remaining cars of ocates and corn inwolwed in this arbitration at the 1
OP% vediliog price pilug grade premiums, if any, or grade discountm, if any, plus th
legel QP& markupa, slevation, merchandising, brokerage, ebe., as gpecified in the
gontract, or Ghe merket, whichever is higher at the time of shipment. The Committe.
condidering ihig ocass was compoged of ¥Mr. L. E. Howard, Derby Grain Zo., Poneka,

Eamgas, Mr, Hay €. Ayers, Bay C. Ayers & Son, Slabon, Texes, and ¥r. W. H. Toberm
Tobherman #ralin Qo., 8f,. Lonis, Mizscuri.

Secretary’s Uowment; This cese was wasueally Important because it set a precedent
with regard to esealator clansss in ocur arbitrabtion system. The vase does bring to f
farg, one striking fact —— that is, all pariles to o contract shouwld $horoughly under-
stgnd the contents of the contract, parbtieuiarly any clauses with which they may no
be familiar. At ths time fhe contract was dyswn, the "Bscalator Olacae” basis was
general avd aocepted Pracilics, aud 14 was luposaible to trade except om such hasig,
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