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SUMMARY

The North Dakota Supreme Court affirmed a judgment in a grain warehouse insolvency proceeding

involving Grand Forks Bean Company. The court held that the district court erred by denying Bremer

Bank’s motion to intervene but that the error was harmless because Bremer was allowed to fully

participate and protect its interests. The court also upheld the classification of eight growers as

noncredit-sale receiptholders, Amundson as a credit-sale contractor, and the determination of the

insolvency date and applicable bean price.
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Appeal and cross-appeals from a district court judgment in a grain

warehouse insolvency proceeding.

Statutory interpretation is reviewed de novo as a question of law.
Findings of fact are reviewed under the clearly erroneous standard
under N.D.R.Civ.P. 52(a). Whether intervention as of right is permitted
is reviewed as a question of law, with underlying factual findings
reviewed for clear error. Permissive intervention is reviewed for abuse

of discretion.
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QUESTIONS PRESENTED

1.
2.

Whether Bremer Bank was entitled to intervene as of right or permissively under N.D.R.Civ.P. 24.

Whether the district court correctly interpreted the statutory definition of a credit-sale contract and

correctly classified the growers as credit-sale contractors or noncredit-sale receiptholders.

. Whether the district court correctly determined October 15, 2013, as Grand Forks Bean's insolvency

date.

. Whether the district court correctly determined different per-hundredweight payment amounts for certain

growers.

. Whether Bremer was entitled to a service-fee offset against distributions to noncredit-sale

receiptholders.

. Whether the district court properly declined to decide Amundson's claim under the credit-sale indemnity

fund.

. Whether the PSC was entitled to payment of its insolvency-administration costs and expenses from the

trust fund before distribution to Bremer.

HOLDINGS

1.

A secured creditor whose interest in warehouse inventory is intertwined with noncredit-sale
receiptholders' claims may be entitled to intervene in a grain-warehouse insolvency proceeding, but the
district court's denial of Bremer's motion was harmless because Bremer was allowed to participate fully

and protect its interests.

. For purposes of an insolvency proceeding under N.D.C.C. ch. 60-04, a credit-sale contract is a written

contract for the sale of grain that incorporates the notice requirement in N.D.C.C. § 60-02-19.1(7); the

statutory definition does not incorporate all of § 60-02-19.1.

. The district court correctly classified eight growers as noncredit-sale receiptholders entitled to

participate in the insolvency trust fund and Amundson as a credit-sale contractor not entitled to
participate.

. N.D.C.C. § 60-04-02 governs when a warehouseman is considered insolvent, and the district court

properly determined that Grand Forks Bean became insolvent on October 15, 2013, based on Altendorf's

proper demand for payment and the warehouseman's failure to pay.



5. The district court did not clearly err in awarding different per-hundredweight amounts to the Estate of
Brad Nelson, WJS Nelson, and Altendorf based on their cash claims.

6. Bremer was not entitled to offset alleged service fees against distributions to noncredit-sale

receiptholders because no contractual agreement established such an offset.

7. The PSC is entitled to payment of costs and expenses incurred in administering the insolvency trust fund

from the trust-fund proceeds.

KEY QUOTATIONS

“Nevertheless, a secured creditor’s interest in a warehouseman’s grain may be intertwined with a noncredit-
sale receiptholder’s claim to the same grain in an insolvency proceeding under N.D.C.C. ch. 60-04, in which
case intervention by a secured creditor is appropriate either as a matter of right or as a matter of discretion to

efficiently consider all conflicting interests.” (Y 19)

“We conclude the district court correctly interpreted the plain language of the relevant statutory provisions
and concluded a credit-sale contract for purposes of an insolvency proceeding is defined in N.D.C.C. § 60-04-
01(2) to be a written contract for the sale of grain incorporating only the notice provision of N.D.C.C. § 60-
02-19.1(7).” (1 29)

“Under the plain language of N.D.C.C. § 60-04-02, a licensee is insolvent when the licensee refuses, neglects,
or is unable upon proper demand either: (1) to make payment for grain purchased or marketed by the

licensee; or (2) to make redelivery or payment for grain stored.” (] 38)

FACTUAL BACKGROUND

The Public Service Commission licensed Grand Forks Bean Company as a public grain warehouse, and Auto-
Owners issued a surety bond while Bremer Bank held a security interest in Grand Forks Bean's inventory. After
growers complained that Grand Forks Bean had failed to pay or provide marketing services for delivered beans,
the PSC initiated an insolvency proceeding and sold the beans, placing the proceeds in a trust fund. Bremer and
nine growers filed claims, and the district court determined that eight growers were noncredit-sale receiptholders
entitled to trust-fund distributions, while Curt Amundson had a credit-sale contract and was not entitled to
participate. The court also determined October 15, 2013, as the insolvency date and awarded the PSC its

administrative costs and expenses.

PROCEDURAL HISTORY

The district court appointed the Public Service Commission as trustee for proceeds from the sale of Grand Forks
Bean's stored beans, denied Bremer Bank's motion to intervene without prejudice while allowing it to participate
as a claimant, classified the growers as either noncredit-sale receiptholders or a credit-sale contractor,
determined October 15, 2013, as the insolvency date, awarded distributions and the PSC's costs and expenses,
and denied Auto-Owners' post-hearing motion. Bremer, the PSC, Auto-Owners, and Curt Amundson appealed or

cross-appealed. The North Dakota Supreme Court affirmed.
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