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SB 0259702

SENATE BILL NO. 259

INTRODUCED BY WATTY

A BILL FOR AN ACT ENTITLED: ®AN ACT TO AMEND MONTANA®S MILK
CONTROL ACT BY ABOLISHING CONTROLLED WHOLESALE AND RETAIL
PRICES FOR MILKX; BY GIVING THE BOARD OF MILK CONTROL STANDBY
PRICING AUTHORITY; BY PROVIDING FOR RETAIL LICENSING; AND BY
PROHIBITING THE SALE OF MILK BELOW COST; AMENDIANG SECTIUNS

27-401y 27-405¢ 27-40Tys 27-410s AND 27-414%9e ReleMe 1947.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section ls Section 27-401s ReCeMe 1947¢ is amended to
read as follows:

"27-40le Declaration of policy relating to milke It is
hereby declared:

{a} TYhat milk is a necessary article of food for human
consumption;

{b) That the production and maintenance of an adejuate
supply of healthful milk of proper chemical and physical
contenty free from contaminatione is vital to the public
health and welfare;

(c) That the productions transportations processings
storages distribution and sale of milks in the state of
Montanay is an industry affecting the public health and

interest;
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{d) That unfairy unjusts destructive and demoralizing
trade practices have been and are now being carried on in
the productiony transportations processinge storages
distribution: and sale of amilky and products manufactured
therefromy which trade practices constitute a constant
menace to the health and welfare of the inhabitants of this
state and tend to undermine the sanitary regulations and
standards of content and purity of milk;

(e} That health regulations alone are insufficient to
prevent disturbances in the wilk industry and to safeguard
the consuming public from further inadequacy of a3 supply of
this necessary commodity;

{f}) That it is the policy of this state to promotes
foster and encourage the intelligent production and orderly
marketing of milk and creawm and products manufactured
therefrom; to eliminate speculation and wastes and to make
the distribution thereof between the producer and consumer
as direct as can be efficiently and economically dones and
to stabilize the marketing of such commodities;

{g) That investigations have revealed and experience
has shown thatsy due to th2 nature of milk and the conditions
surrounding the production and marketing of milky and due to
the vital importance of milk to the health and well-being of
the citizens of this statee it is necessary to invoke the

police powers of the state to provide a constant supervision
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and ragulation of the milk industry of the state to prevent
the occurrence and recurrence of those wunfaire unjusty
destructiver demoralizing and chaotic conditions and trade
practices within the industrys which have in the past
affected the industry and which constantly threatened to be
revived within the industry and toc disrupt or destroy an
adequate supply of pure and wholesome milk to the consuming
public and to the citizens of this state;

{h} That wilk is a perishable commodity, which is
easily contaminated with harmful bacterias which cannot be
stored for any great length of times which must be produced
and distributed fresh dailys and the supply of which cannot
be regulated from day to days buts due to natural and
seasonal conditionsy must be produced on a constantly
uni form and even basis;

{i} That the demand for this perishable commodity
fluctuates from day to day and from time to time making it
necessary that the producers snd-distributors-shatd} produce
a_sufficjent quantity to enable wnd-carry carrying on hand a
surplus of milk in ordern to guarantee and insure to the
consuming public an adequate supply at all timess which
surplus must of necessity be converted into by-preoducts of
milk at great expense and ofttimes at a loss to the producer
and—-distributor;

{j} That this surplus of milke though necessary and
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unavoidables unless regulateds tends to undermine and
destroy the wilk industrys which causes producers to relax
their diligence in complying with the provisions of the
health authorities and ofttimes to produce milk of an
infericor and unsanitary guality;

{k) That investigation and experience have further
shown thats due to the nature of milk and the conditions
surrounding titts production and marketinge unless the
producersy-—distribotorsy-snd—others-engaged-in-the-marketing
of--mitik are guaranteed and insured a reasonable profit on
milky both the supply and quality of milk are affected to
the detriment ofs and against the best interest of the
citizens of this state whose health and well-being are
thereby vitally affected;

{1}) Thatey where no supervision and regulation are
provided for the orderly and profitable marketing of milksy
past experience has shown that the credit status of both
producers and-distripbaters of milk is adversely affacted to
a serious degree thereby entailing Joss and hardship upon
all within the community with whom these producers and
distribotors carry on business relations;

{m) Thates due to the nature of milk and the conditions
surrounding its production and distributions the natural law
of supply and demand has been found inadequate to protect

the industry in this and other stateses and in the public
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interest it is necessary to provide state supervision and
regulation of the milk industry in this state.®

Section 2. Section 27-405s ReleMe 1947y is amended to
read as follews:

"27-405. General powers of the department. {1} The
department shat¥ mgay supervises regulates and control the
milk industry of this statee including the productions
transportations including transportation rates which
distributorss contract haulerss and others charge producerss
processings Storages distribution and sale of milk in this
state for consumption in this state. Nething in this
chapter abrogates or affects the statuss force or operation
of any provision of public health 1laws or the law under
which the department of livestock is constituted together
with the department of livestock rules or county board of
health ruless or municipal ordinances for the promotion or
protection of the public healthe The department may
co-oparate with the department of health and environmental
sciencesy the board of livestock or any county or city Doard
of health or the department of agriculture in enforcing
this chaptere

(2} The department shadd may investigate all matters
pertaining to the productiony transportations processings
storages distribution and sale of milk in this stats and

conduct hearings upon any subject pertinent to the
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administration of this chapter. The department may subpoena
milk dealerss their recordsy booksy and accountss and any
other person from whom information may be desired or
considered neressary to carry out the purposes and intent of
this chapters and may issue commissions to take depositions
of witnesses who are sick or absent from the state or who
cannot otherwise appear in person before the department at
its officese The department shall give at least ten (10}
days® notice to the proposed witness.™

Section 3. Section 2T-407s R.C.Ma 1947y is amended to
read as follows:

"27-407. Establishment of wminimum pricese {1} The

board shall_institut ordarl s of withd Lt

that__the Fixi ¢ mini holesal {3 .
for mjlk_ is no Jonger warranted or in ihe public interest to
insure an adeguate supply of milki or

(b} July Ls 1379 R . |

{3) T¥he board may not fix the minimum retajl price for
milk except upon o determination afier a public heariag that
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is_about %o cause o discuption ip the Mopiana milk market or
some segment thereof which s likely to bhave an adverse
affect on producers or has caused or is Jlikely to cause a
substantjal reduction in competition between distributors in
an__areas S0 as  to adversely affect the public heslth ang
welfare which requires an adequate supply of wmilk _at
reasgnable and fair pricese

i5) _Should it. _Dbecome necessorys the Doard may fix
minimue retail prices for wilk on an emergercy basiss prior

circumstancese the pinimum retail price for milk shall be
blic int . in defined i ifi fixi: £
minipum__retail prices and only for _such perjgd as the

t+¥(5) The board shall fix minimum producery
wholtesater—jobbervy—and-retaid prices for class Isx mitiy——ond
aiénimem——prodocer—--prices——enty—<—for class 11y and class III
milk in all areas of the states by adopting rules in a
manner prescribed by the Montana Administrative Procedure

Acte

-7- SB 259

10

L1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

$8 0259702

£2¥%{6} TYhe board shall establish such prices by means
of flexible formulas which shall be devised so that they
bring about such automatic changes in all minimum prices as
are justified on the basis of changes in production costs
and~suppltyy-processing-end-distribution—costsy-and-retaiting
costse

+3¥(13 The beard shall consider the balance between
production and consumption of milks the costs of production
and-distr+but+ony and prices in adjacent and neighboring
areas and statessy so that minimum prices which are fair and
equitable to producersy-—distributorsy——jobbersy——retoitersy
and consumers may resultes

+4¥{8) The board shally when pudblishing notice of
proposed rule making under authority of this sections set
forth the specific factors which shall be taken into
consideration in establishing the formulas and in particutar
in determining costs of production and-distribution and of
the actual dollars and cents costs of production and
distribution which preltiminary studies and investigations of
auditors or accountants in its employment indicate will or
should be shown at the hearinges so that all interested
parties will have opportunity to be heard and to question or
rebut such considerations as a matter of recorde

+5319) Such specific factors may includes but shall

not be limited tos the following items:

-8- SB 259
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{a) Current and prospective supplies of milk in
relation to current and prospective demands for such milk
for all purposes;

(b} The ability and willingness of consumers to
purchases which shall include among other thingss per capita
disposable income statisticsy consumer price indicess and
wholesale price indices;

{c}) The cost factors 1in producing miltks which shall
include among other things the prices paid by Ffarmers
generally (as wused in parity calculations of the United
States Department of Agriculture)s prices paid by farmers
for dairy feed in particular and farm wage rates in this
state;

{dy The alternative opportunitiess both farm and
nonfarms open to milk producerss which shall include among
other thingss prices received by farmers for all products
other than milks prices received by farmers for beef cattles
and the percentage of unemployment in the state and nation
as determined by appropriate state and federal agencies;

(e} The prices of butter—nonfat dry milke and cheese;

t+fy——Fhe—cost-factors-in—distributing-aitky—vwhieh-shatd
+nectude——amang-—other~-thirgs—the-prices—paid-by—distributors
for-equipment-of-ali-types—required-to--process——and--market
mittk-and-prevaiting-wage-rates-in—this-states

2y—~Fme-—cest——factors——in——jobbing——mitkr—which-sheit
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+tnetude—among-other—things—raw-product-and-ingredient-costsy
carton-or—other-packaging-costy--pracessing——cost-—and—~that
part--of-—generat--administretive-~costs--of--the-—suppiying
distributor—which-may-property—he—aticcated-to—the——handling
ef-—mitk-to-the-point—ast—which—such-mitk—is—at—the-suppiying
distribygtorts—docky-—equipment-—of--oi}-——types--required——to
market-mitk-and-prevaiing-wage—rates-in—the-states

th¥{f)} The needs if anys for freight or transportation
charges to be deducted by distributors from producer prices
for bulk mitk;

++¥1g)l A reasonable return on necessary investment to
an ordinarily efficient and economical miltk desters
producerse

+6¥{10]) If the board at any time proposes to base all
or any part of any official order establishing or revising
any wmilk pricing formulas wupon facts within its own
knowledgesy as distinguished from evidence which wmay be
presented to it by the consuming public or the wmilk
industrys the board shalls when publishing notice of
proposed rule making under authority of this sections cause
notice to be given to the consuming public and the amilk
industry of the specific facts within its own knowledge
which it will considery so that all interested parties will
have opportunity to be heard and tec question or rebut such

facts as a matter of recorde
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£¥3{1l) The boards after consideration of the evidence
preduceds shall make written findings and conclusions and
shall fixs by official rulets ta} Fhe the formula whereby
minimum producer prices for milk in classes Is IIs anag IIX
shall be computed.

1t r——Fhe--formula-—-whereby-minimum—wholesale-prices—for
mitk-in—ciass-f-shati-be-computeds

tef——Fhe-formutn-whereby-mininutn—jobber—prices—for-mitk
in-ctess—i-sheli-—be-computeds

td¥——Fhe-formuta—whereby-ninimumn—retaii-prices-for-mvik
in-ctass—i-shati-be-—computeds

+83{12) This section shall not be construed as
requiring the board to promulgate any specific number of
formulass but shall be construed liberally so that the board
may adopt any reasonable method of expression to accomplish
the objective set forth ‘in +{eyvy——tb}v—{civ-and-{d3 (11}
above. if-the-evidence—presented—to—the—board-at-any--pubiic
hesaring-—for——the——estabtishment-or-reviston—of-miIk-—pricing
fermuias-ia—Ffound—by-the-bosrd-to-require-the--estadiishment
of-~separate-and-verying-wholtesete-prices—for-eny-poarticuier
gsesy—the—board-shail-designate-—the——rensons——therefor——end
establish—-such—separate-formtinsey

+2%{13) Each rule establishing or revising any milk
pricing formulas shall classify milk by formss classess

gradess or uses as the board may deem advisable and shall
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specify the minimum prices therefore.

++0%{14) The milk produced in one natural amarketing
area and sold in another natural marketing orea shall be
paid for by a distributor or dealer in accordance with the
pricing ordar of the area where produced at the price
therein specified of the «class or wuse in which it s
ultimately used or soldes

+++¥4{15) No allowance for freighte other than freight
for transportation of milk from the farm to plants shall be
charged to a producer by a distributor or dealer unless it
is found and ordered by the boards after notice and hearing
in the mannper hereinbe{ore specifiedy that sucnh an
additional freight allowance is necessary to permit the
movement of milk in the public interests

++2¥(16) A1l milk purchased within a natural marketing
area by a distributor shall! be purchased on @ uniform basisas
The basis to be used shall be established by the board after
the producers and the distributors of the area have been
consul ted.

+333{17) The board may amend any official rule in the
same manner provided herein for the original establishment
of wmilk pricing formulas; provideds furthery the board may
in its discretions when it determines the need existse
notice and hold state-wide public hearings affecting

establishment or revision of milk pricing formulas in all
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market areas of the state.

£1+43{18) Upon petition of a distributor or a majority
of his producerss the board shall hold a hearing to receive
and consider evidence regarding the advisability and need
for a base or quota plan as a method of payment by that
distributor of producer prices; and if the board finds that
the evidence adduced at such hearing warrants the
establishment of a base or quota plans the board shall
proceed by official order to establish the same.

+15¥(19} Upon petition by any producery
producer—distributor or distributor in any marketing areas
the board shall hold a hearing to receive and consider
evidence regarding the advisability and need for an
area-wide or state-wide pooling arrangement as a wmethod of
payment of producer pricesy provided that at such hearing
the board shall ameng other things specifically receive and
consider evidence concerning production and marketing
practices which have historically prevailed in the area
concerned or state-wides as the case may be; and if the
board finds that the evideace adduced at such hearing
warrants the establishment of such an area-wide or
state-wide pooling arrangements the board shall proceed by
official order to establish the sames but such official
order shall be of no force or effect until it is approvad in

a referendum conducted by the board among affzcted
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producerss producer-distributorss and distributorse

+363 {20} The requirements hereinabove set forth
concerning notices of hearings for the establishment of milk
pricing formu'as shall apply to any hearings regarding base
or quota plans or area-wide or state-wide pooling
arrangementss or abandonment thereof.®

Section 4. There is a new R.CeM. section numbered
27-408.1 that reads as follows:

27-408.1l« Retail Yicensee. A retailer may not engage in
the business of buying or selling wmilk subject to this
chapter without first having obtained a 1license from the
departmente. Such license shall be in addition to any other
licenses required by law and may not be assigned or
transferrede No fee is required for such licenses and the
license remains in effect until suspended or revoked by the
department pursuant to 27-41lle.

Section 5« Section 27-410+ ReCeMa 1947y is amended to
read as follows:

®27-410e. Application for licensess An applicant for
license to operate as a producers producer-distributorse
distributors or jobbers gr retailer shall file a signed
aoplication upon a blank prepared under authority of the
departmenty and an applicant shall state facts concerning
his circumstances and the nature of the business to be

conducted which in the opinion of the department are

—14- sB 259
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necessary for the administration of this chapter. The
application shall certify the applicant to be the holder of
all licenses required by the department of livestock for
the conduct of his business ors in the case of milk entering
this state from another state or foreign nations compliance
with the requirements of the Montana Foods Drug and Cosmetic
Acte. The application shall be accompanied by the license
fee required to be paide®

Section 6. Section 27-414y ReCeMe 1947y is amended to
read as follows:

"27-414e Rules of fair trade practicess The department
may 3hal)l adopt reasonable rules governing fair trade
practices as they pertain to the transaction of business
among licensees under this chapter and among licensees and
the general publice Those rules shall containe but are not
Timited tos provisions prohibiting the following methods of
doing business which are unfairy unlawfuls and not in the
publtic interest:

(1) #he ihe payments aliowanc-y or acceptance of
secret rebatesy secret refundse or unearned discounts by a
persons whether in the form of money or otherwises;

{2} ¥ne the giving of milke creams dairy productss
servicess or articles of any kinds except to bona fide
charitiesy for the purpose of securing or retaining the

fluid milk or fluid cream business of a customerwj
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{3) ¥he the extension to certain customers of spacial
prices or services not available to all customers who
purchase wmilk of like quantity under like terms and
conditionssi

t4¥——Fhe-—purchesingr—-processingr-botttingr-peckasingy
transportingr-—dedivering--or-—otherwise-~handiing-——in——-any
marketing-—area-—of--mitk--whicth——ts--to-—-be--or--is-sotd-or
otherwise-diaposed-of-at-tess—than-the-minimam—whotesate—and
minimen—-retairi-prices—estabtished-by—the-boerds

1514} Fhe the payment of a price lower than the
applicable producer prices established by the boardsy by a
distributor to a producer for milk which is distributed to
any persons including agencies of the federal, state or
Tocal governmentw;

i5) _the advertisementsy offer of sales offer to buy. or
sale of milk by a licensee at a price whigh _is less than
cost to that licensee with the intent or the effect of
unfairly diverting trade from a _cowpetitor _or otberwise

n r r
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. R £ ; . £Firmativel
to the board that the sale is not made with the _intapt or
the _effect of unfairly divertipng trade from 3 competitor or
° . Lo titor - ' . ) iti

R lys _The burd £ i i - .
upon fhe licensce.”

-Endg—
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STATE OF MONTANA
REQUEST NO332-77

FISCAL NOTE
Form BD-IS‘J

In compliance with a written request received ___February 10 ,19 77 , there is hereby submitted a Fiscal Note
for .. Senate Bill 259 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legisiative Assembly.
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legislature upon request.
DESCRIPTION OF PROPOSED LEGISLATION:

An act to amend Montana's Milk Control Act by abolishing controlled wholesale and retail prices for milk; by giving the
Board of Milk Control standby pricing authority; by providing for retail licensing; and by prohibiting the sale of milk
below cost.

ASSUMPTIONS:

1. It is assumed that if Senate Bill 269 becomes law that approximately 4,000 retailers of milk will have to be audited
to determine their costs of doing business. It is also assumed that it will take at least one person full time to investigate
alleged sales below cost.

2. Two additional auditors and a secretary will be necessary to enforce the requirements of this act.

3. Earmarked revenue to meet the additional costs will be available.

FISCAL IMPACT:

FY 78 FY 79
Increase by category: A
Personal services $35,458 $37,940
Operational expenses 22,000 19,600
Capital outlay 2,350 200 -
Additional cost of proposed legislation $59.808 $57,640

BUDGET DIRECTOR

Office of Budget and Program Planning
Date: JRETR Sl 4
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