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AN ACT in relation to agriculture.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 1. Short title. This Act my be cited as the

Agricul ture Production Contract Code.

Section 5. Definitions. As used in this Act, unless the
context otherw se requires:

"Capital investnment" neans a purchase of any of the
fol | ow ng:

(1) A structure wused for producing or storing a
comodity, including, but not limted to, swine farrow ng
bui |l di ngs, grain storage facilities, or manure storage
| agoons.

(2) Machinery or equipnent used for producing a
comodity, if the machinery or equipnent has a useful
life in excess of one year, including, but not limted
to, trucks, tractors, conbines, wagons, augers, and
pl anters.

"Code" neans this Agriculture Production Contract Code.

"Commodi ty" neans |ivestock, raw mlk, or a crop.

"Contract input" nmeans a commodity or an organic or
synthetic substance or conpound that is used to produce a
commodity, including but not [imted to any of the foll ow ng:

(1) Livestock or plants.

(2) Agricultural seeds.

(3) Senen or eggs for breeding |livestock.

(4) Fertilizer, pesticides, or petroleum products.
"Contractor"” nmeans a person who offers, provides, or

enters into a production contract with a producer, for the
production of comodities in this State by the producer.

"Crop" neans a plant used for food, animal feed, fiber,
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oi |, pharmaceuticals, nutriceuticals, or seed, including, but
not limted to, alfalfa, barley, buckwheat, canola, corn,
flax, forage, fruits, mllet, oats, popcorn, rye, sorghum
soybeans, sunflowers, tobacco, vegetables, wheat, and grasses
used for forage or silage.

"Departnment” means the Departnent of Agriculture.

"Director” neans the Director of Agriculture or the
Director's designee.

"Fam |y nmenbers" neans a spouse, children, siblings, and
parents.

"I nvestnent requirenent” nmeans any capital investnent
made by a producer to produce a commopdity in accordance wth
a production contract that specifically requires that capital
i nvest nment .

"Livestock"™ neans beef cattle, dairy cattle, poultry,

sheep, or sw ne.

"Person" means an individual or entity, including, but
not limted to, a sole proprietorship, a partnership, a
corporation, a cooperative, an association, a limted

l[iability conpany, an estate, or a trust.

"Produce" neans to do any of the follow ng:

(1) Provide feed or services relating to the care
and feeding of |ivestock.

(2) Provide for planting, raising, har vesti ng,
identity preserving, or storing a crop.

"Produce" includes preparing the soil for planting and
for nurturing the crop by application of fertilizers or soi
condi tioners, including those substances regul ated under the
II'linois Fertilizer Act of 1961 or pesticides as defined in
the Illinois Pesticide Act.

"Producer” neans a person who has been offered or who has
entered into a production contract whereby that person woul d
produce a commodity. "Producer" does not include a comrerci al

fertilizer or pesticide applicator, a feed supplier, or a


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W ORN NN RN NN NNDNNR P P B R P R R R
O © W ~N o O bh W N P O © 0 N O O » W N B O

31
32
33

- 3- LRB9211696AGTD

veterinarian when acting in that capacity.

"Production contract” neans (1) any witten docunent
offered to or executed by a producer, under the provisions of
which (i) the producer would sell to a contractor, or the
contractor's designee, an identified commobdity or commodities
and (ii) the <contractor has or exercises sonme control or
direction over the production process; or (2) any witten
agreenent offered to or executed by a producer under the
provi si ons of which the producer woul d produce, care for, or
raise a comodity or commodities that are not owned by the
producer, using land, equipnment, or facilities owned or
| eased by the producer, in exchange for paynent.

For purposes of this definition, "control or direction
over the production process" neans (i) the contractor's
designation of special comopdity characteristics, such as
t hose present in value enhanced grains, or specific genetics
in livestock; or (ii) the <contractor's designation of a
production input, such as a seed variety or varieties, to be
used by the producer to fulfill the production contract.

"Val ue enhanced grai ns" neans:

(1) grain that has been bred or engineered to
provide specific characteristics, including, but not
limted to, high oil content, a specific conposition of
am no acids, or a particular |evel of anylopectin starch;
or

(2) grain that has been produced and controlled in
such a way as to enhance characteristics, including, but
not limted to, low stress cracks, organic content,
freedom from post - harvest pesticides or contam nants, and

the 1ike.

Section 10. Limted Applicability. Sections 15 and 20 and
subsection (d) of Section 30 do not apply to a production

contract under the provisions of which the comodity is to be
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del i vered by the producer to the contractor, or the
contractor's designee, within 20 days after the date of the

producti on agreenent.

Section 15. Summary of certain terns and conditions.

(a) Sunmary sheet. A production contract offered,
provided, entered into, anended, or renewed after t he
effective date of this Act nmust contain as the first page, or
as the first page of text if it is preceded by a title page
or pages, a summary sheet as provided in this Section. The
summary sheet shall have the follow ng headi ng: "SUMVARY COF
CERTAIN TERVMS AND CONDI TIONS". It shall provide a summary
explanation of the terns and conditions listed in subsection
(b) of this Section and designate the page or pages where
these terns and conditions are found within the text of the
docunent. In addition, it shall designate the page or pages
where the conpensati on exanpl es required by subsection (p) of
Section 30 are found within the text of the docunent.

Thi s sunmmary shal | neet t he readability and
understandability requirenments of Section 20 and shal
accurately reflect the text of the production contract.
Nothing in this Section shall be construed to prohibit a
contractor fromsummarizing terns and conditions in addition
to those specified in subsection (b) of this Section.

(b) Terns and conditions.

(1) the special production or handling guidelines
required by the contractor, including, but not limted
to, disease protocols for |ivestock; segregation or
identity preservation for grain; and t he testing
met hodol ogy and procedures to be wused to assist in
calculating and determning the conpensation due to
pr oducer;

(2) the circunstances under which the anount to be

recei ved by t he producer mght be discounted or
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i ncreased;

(3) the circunstances under which the comodity
produced under the production contract m ght be rejected
in whole or in part by the contractor, or any other
person; and

(4) the cancellation or term nation provisions, and

specific causes for the cancellation and term nation.

Section 20. Readabi lity and understandability of
production contracts. A production contract nust:

(1) be in a typeface at Ileast as large as 10-point
nmoder n, one-poi nt | eaded;

(2) be divided and captioned by its various sections;

(3) use comonly wutilized and understood words and
t er ns;

(4 limt references to other sections or provisions;
and

(5) have a Flesch scale of reading ease of at |east 35.

Section 25. Investnent requirenents.

(a) Applicability. Thi s Section applies to al
production contracts that have investnment requirenments. The
value of the capital investnents shall be deened to be the
total dollar amount spent or commtted to by the producer in
satisfying the investnent requirenents.

(b) Breach. Except as provided in subsection (c), if a
producer breaches a production contract, a contractor may not
termnate or cancel that production contract wuntil the
foll ow ng have occurred:

(1) The contractor has provided a witten notice of
termnation or cancellation to the producer that has been
recei ved by the producer at least 15 days before the
effective date of the termnation or cancellation. The

noti ce nust provide a conprehensive listing of the reason
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or reasons for the termnation or cancellation.

(2) The producer has failed to renedy each breach,
as alleged in the listing provided in the notice, within
15 days follow ng receipt of the notice. An effort by a
producer to renedy an alleged breach shall not be
construed as an adm ssion of the breach in a judicial
pr oceedi ng or an alternative di spute resol ution
pr oceedi ng.

(c) Exceptions. A contractor may term nate or cancel a

production contract wthout regard to the provisions of
subsection (b) if the basis for t he term nation or

cancellation is either of the foll ow ng:

(1) A voluntary abandonnment of the contractual
relationship by the producer. A conplete failure of a
producer's performance under a production contract shal
be deened to be abandonnent.

(2) The conviction of a producer of an offense of
fraud or theft commtted against the contractor.

(d) Penalty. If a contractor termnates or cancels a

production contract other than as provided in this Section,

the contractor shall pay the producer:

(1) the value of the remaining useful life of the
capital investnents, taking into account the producer's
ability to mtigate damages by using t he capita
investnments in the producer's other business enterprises
and the opportunity to recoup the cost of +the capital
investnments by selling or |easing them and

(2) any other damages all owed by | aw

Section 30. Good contracting practices. A contractor

shall conply with the follow ng good contracting practices:

(a) Conpensation information. Provide to a producer in a

tinmely manner any data used to determ ne conpensation paid to

t he producer under the production contract, including, but
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not limted to, feed conversion rates, feed anal yses, and
origination and breeder history.

(b) Observation of weighing and testing. Allow a
producer or the producer's designated representative to
observe, at the tinme of weighing or testing for quality
characteristics and contract specifications, the weights and
measures, and tests, wused to determne in whole or in part
t he producer's conpensation under a production contract.

(c) Readability and wunderstandability. Not provi de,
offer, or execute a production contract in violation of the
requi renents of Sections 15 and 20.

(d) Confidentiality provisions. Not provide, offer, or
execute a production contract that includes a confidentiality
provision that prohibits a producer from discussing any or
all ternms and details of a production contract W th
producer's |egal advisor, |ender, accountant, farm manager,
| andl ord, or famly nenbers. Nothing in this subsection shal
be interpreted as requiring a party to a production contract
to divulge information in the production contract to another
person.

(e) Waivers. Not provide, offer, or execute a production
contract that includes a waiver of any producer right or
protection, or any obligation of a contractor established
under this Act.

(f) Forumfor judicial proceedings. Not provide, offer,
or execute a production contract requiring that any judici al
proceedi ngs related to that production contract be brought or
conducted in a location outside the state of [Illinois.
Not hing in this Act shall prohibit a production contract that
requires the application of the substantive |law of a state
other than Illinois.

(g) Location of alternative di spute resol ution
proceedi ngs. Not provide, offer, or execute a production

contract that requires alternative di spute resol ution
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proceedi ngs that would require or necessitate the attendance
by a producer at a location outside the state of [Illinois.
For purposes of this subsection, the phrase "alternative
di spute resolution proceedings" shall include, but not
necessarily be limted to, arbitration and nedi ati on.

(h) Limtation on damages. Not ©provide, offer, or
execute a production contract that contains |anguage limting
t he producer's danages agai nst the contractor in the event of
a material breach or other failure to materially perform the
production contract by the contractor.

(1) Contract inputs. Not provide, offer, or execute a
production contract in which the contractor provides or
requires certain contract inputs for which the producer
conpensates the contractor, but that also contains |anguage
disclaimng inplied warranties relating to those contract
inputs, or |imts the danages or renedies against the
contractor if the <contract inputs do not perform in
accor dance with product descriptions and other express
warranties.

(j) Use of certain undefined terns. Not provide, offer,
or execute a production contract requiring or suggesting that
the producer "segregate", "identity preserve", or "channel"
the commodity, or that wuses variations or derivatives of
these ternms, wi thout providing definitions of these ternms and
gui delines describing how producers should satisfy these
requi renents or suggestions.

(k) Alteration of terms. Not alter t he qual ity,
quantity, or delivery times of contract inputs provided to
t he producer, unless agreed to in witing by the producer.

(I') Change 1in conpensation. Not provide, offer, or
execute a production contract that contains a provision
allowng the contractor to unilaterally alter or nodify the
formula or other basis for cal cul ati ng a producer's

conpensation, including any premum in such a way that
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anounts received by the producer mght be less, unless the
producer is also given at |east 60 days advance notice of the
change, and the option to term nate or cancel the production
contract without any liability to the contractor.

(m Indemification. Not provide, offer, or execute a
production contract that contains a provision requiring
producer to indemify the contractor for matters beyond the

negligent or intentional acts of producer or producer's

agents.
(n) Buyer's call. Not provide, offer, or execute a
production contract that includes a "buyer's call", or

simlar provision, wthout provision for the giving of at
| east 3 days advance notice to the producer of the exercise
of that provision.

(o) Limtation of producer Iliability. Not provi de,
of fer, or execut e a production contract wherein the
producer's liability for failure to provide a comodity
nmeeting the requirenments of the production contract for
physi cal characteristics, specifications, or purity continues
beyond the tine when the producer conpletes his or her
performance wth reference to the physical delivery of the
comodi ty.

(p) Conpensation exanples. Not provide, of fer, or
execute a production contract that does not contain exanples
as to the calculation of the price, premumlevels, or other
conpensation to be received by the producer wunder the

production contract.

Section 35. Penalties and enforcenent.

(a) Powers and duties of Director. The Director has al
powers necessary and proper to fully and effectively enforce
the provisions of this Code and has the general duty to
inplenent this Code, wth the exception of the renedies

provided in Section 25. The Director's powers and duties
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i ncl ude, but are not limted to:

(1) The Director may, upon his or her initiative or
upon the witten verified conplaint of a producer setting
forth facts that if proved would constitute grounds for
requiring a contractor to appear at a hearing under this
Act, investigate the actions of any contractor providing,
of fering, or executing production contracts covered by
the provisions of this Act.

(2) The Director (but not the Director's designee)
may i ssue subpoenas and bring before the Departnment any
person and take testinony either at an adm nistrative
hearing or by deposition with witness fees and mleage
fees and in the sanme manner as prescribed by the Code of
Civil Procedure. The Director nmay admnister oaths to
W tnesses at any proceeding that the Departnent is
authorized by lawto conduct. The Director (but not the
Director's designee) nay issue subpoenas duces tecum to
command the production of records of any contractor.

(3) Notwithstanding other judicial renedies, the
Director may file a conplaint and apply for a tenporary
restraining or der or a prelimnary or pernmanent
injunction restraining or enjoining any person from
violating or continuing to violate this Code.

(4) The Director shall collect and deposit any
nonetary penalties into the Agricultural Prem um Fund.

(b) Adm nistrative action and penalties.

(1) The Director shall, after becom ng aware of a
violation of this Code, contact the contractor and give
the contractor 15 days after receipt of correspondence to
conply with the provisions of the Code and give the
Director adequate evidence of conpliance. Conpliance by a
contractor shall be in lieu of a hearing or any penalty.

(2) Following an admnistrative hearing and the

finding of a violation, the hearing officer may inpose a
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civil penalty of up to $1,000 per violation per day.

(3) Followwng an admnistrative hearing and a

finding of a second violation of this Code within 6

months after the first violation, the hearing officer may

impose a civil penalty of up to $5,000 per violation per
day.

(4 In a hearing where it is determ ned that any
provi sion of a production contract violates this Code,

t he Di rector may declare that provision void and

unenforceable or my declare the entire producti on

contract void and unenforceabl e.

(c) Admnistrative procedure and review. The Illinois
Adm ni strative Procedure Act applies to this Code. Fina
adm nistrative procedures of the Departnent are subject to
judicial review under Article 11l of the Code of GCuvil
Procedures and its rules. The term "adm ni strative deci sion"
is defined as in Section 3-101 of the Code of GCvil
Pr ocedur e.

(d) Rules. The Departnment my adopt rules that are
necessary for the inplenentation and adm nistration of this
Code.

(e) Private cause of action. A producer who suffers
damages because of a contractor's violation of this Act may
bring a private civil action against the contractor and
obtain appropriate legal and equitable relief, including

damages.

Section 40. Conflict with Uniform Commercial Code. To the
extent any portion of this Code conflicts wth or 1is
i nconsistent wwth any portion of the Uniform Comrercial Code,

the provisions of this Code control.

Section 45. Rulemaking. The Director nust adopt rules

necessary to inplement this Act not later than January 1,
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1 2003.

2 Section 99. Effective date. This Act takes effect on

3 January 1, 2003.
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