House Bill 51
In The House
January 6, 1981 Introduced and referred
to Committee on Business
and Industry.
January 7, 1981 Fiscal note requested.
On motion by Chief Sponsger
10 Representatives were
added as authors to the
pre—~filed bill,

January 13, 1281 Fiscal note returned.

January 23, 1981 Committee recommend bill
do not pass.

Minority Committee recommend
bill do pass.

Minority report adopted.

January 26, 1981 Bill printed and placed
on members' desks.

January 27, 1981 Second reading do not pass.
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HOUSE __ BILL NO. _51_ _

INTRODUCED BY _ _NORDTVEDT

A BILL FOR AN ACT ENTITLED: “AN ACLT TO REVISE THE MILK
PRICE CONTROL LAWS AND TO END THE REGULATION OF MINIMUM MILK
PRICES AT THE WHOLESALE, DISTRIBUTORs AND RETAIL LEVEL BY
THE BDARD OF MILK CONTROL; AMENDING SECTIONS B81-23-101.
81-23-102s B1-23-104» 82-23-105¢ 81-23-201 THROUGH
81-23-203, 81-23-205, 81-23-301 THROUGH 81-23-305,

81-23-402¢ AND 81-23-405+s MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:Z
Section l= Section 81-23-101, MCAy is amended to read:
"8i-23-101e Definitionse (L) Unless the context

requires otherwises in this chapter the following

definitions apply:

{a} ™“Board” means the board of milk control provided
for in 2-15-1802.

{b)} "Class I milk* includes all bottled or packaged
milke low fats buttermilks chocoiate milks whipping creame
commercial creams half-and-halfy skim milke fortified skim
milky skim milk flavored drinkss and any other fluid milk
not specifically classified in this chaptery whether rawse
pasteurizeds homogenizeds steriles or aseptics

{c} ®Class II milik™ inciudes milk used in the
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manufacture of ice cream and ice <cream mixy ice milks
sherbets eggnoge cultured sour creams cottage cheeses
condensed milks and powdered skim for human consumption.

{d) ™Class 111 milk® includes milk wused in the
manufacture of buttery cheddar cheesey process cheeses
fivestock feed, powdered skim other than for human
consumptionsy and skim mitk dumpeds

(e} *"Consumer®™ means a3 person OrFr an a__government
agencys other than a dealers who purchases wmilk for
CONSuUmMpt ion Or uses

(f} “™Dealer™ means a producer dairy _ farmers

distributorsy producer-ditstributor dairy farmer—distrjbutors

jobbers or independent contractors

(g} “Department® means the department of business
regutation provided for in Title 2+ chapter 15+ part 18.

{h} "ODistributor™ wmeans a person purchasing milk from
any sources either in bulk or in packagess and distributing
it for consumption in this state. The term includes what are
commoniy known as jobbers and independent contractorse. The
terms howevers excludes a person purchasing milk from a
dealer licensed under this chaptery for resale over the
counter at retail or for consumption on the premiseses

tty--Cdobber-prices'-means-those-prices—sat--which--mitk
owned-sy-a-drstribotor-ts-sotdy-itn-butk-or-tn-packagesy—-to-a

jobber—or-independent-contractors

-2-
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$3¥(i) "Licensee"™ means a person who holds a license
from the departmente

t¥(j} ™"Market™ means an area of the state designated
by the department as a natural marketing area.

f+¥{k} "Milk™ means the lacteal secretion of a dairy
animal or animalses including those secretions when raw and
when cooleds pasteurizeds standardizeds homogenizeds
recombineds concentrated freshy or otherwise processed and
alt of which is designated as grade A by a duly constituted
health authority and also includes those Ssecretions which
are in any manner rendered sterile or aseptice
notwithstanding whether they are regulated by any health
authority of this or any other state or nation.

tmy{l} "“Person™ means a persons firme corporations or
cooperative associatione

tnt{m) *Preduecer Dairy farmer™® means a person who
produces milk for consumption in this state, selling it to a
distributore

ter{n} “Producer—distributor Dairy farmer-distributor™

means a person both producing and distributing milk Ffor
consumption in this state.

tpr{o) “Producer Dairy_ Farmer prices™ means those
prices at which milk owned by a produeer dairy farmer is
sold in bulk to a distributoras

t93{p} ™"Retail prices™ means those prices at which miltk
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owned by a retailer is solde in bulk or in packagess over
the counter at retail or for consumption on the premises.

+r¥{g) *“Retailer®™ means a person selling milk in bulk
or in packages over the counter at retail or for consumption
on the premises and includes but is not limited to retail
stores of altl typess restaurantse boardinghousess
fraternitiess sororitiess confectionariess public and
private schoolss including colleges and wuniversitiesy and
both public and private institutions and instrumentatities
of all types and description.

fte¥{r) *“Wholesale prices™ means those prices at which
milk owned by a distributor is solds in bulk or in packagess
to a retailer.

{2) The department may assign new milk productss not
expressly included in one of the classes defined in this
sectiony to the class which in its discretion it determines

to be proper.™

Section 2« Section 81-23-102+ MCAs is amended to read:

*81-23-102. Policys (1) It is hereby declared that:

{3) milk is a pnecessary article of Ffood for human
consumption;

(b) the production and maintenance of an adequate
supply of healthful wmilk of proper chemical and physical
contents free from contaminationy is vital to the pudlic

health and welfare;

-l
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{c}) the productionsy transportations processings
storages distributions and sale of milk in the state of
Montana is an industry affecting the public healith and
interest;

(d) unfairs unjusts destructives and demoralizing trade
practices have been and are now being carried on in the
productions transportationy processings storages
distributions and sale of milk and products manufactured
therefroms 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} health regulations a3lone are insufficient to
prevent disturbances in the milk industry and to safeguard
the consuming public from further inadequacy of a supply of
thi1s necessary commodity;

(f) it is the policy of this state to promotes fostery
and encourage the intelligent production and orderly
marketing of milk and cream and products manufactured
therefroms to eliminate speculaticon and wastes to make the
distribution thereof between the producer dairy farmer and
consumer as direct as can be efficiently and economically
dones and to stabilize the marketing of such commodities;

{g) investigations have revealed and experience has

shown thats due to the nature of mitk and the conditions
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surrounding the production and marketing of milk and due to
the vital importance of milk to the health and well-being of
the citizens of this states it is necessary to invoke the
police powers of the state to provide a constant supervision
and regulation of the milk industry of the state to prewvent
the occurrence and recurrence of those wunfairs unjust,
destructives demoraliZzinges and chaotic conditions and trade
practices within the industry which have in the past
affected the industry and which constantly threaten to be
revived within the industry and to disrupt or destroy an
adequate supply of pure and wholesome milk to the consuming
public and to the citizens of this state;

{h) milk is a perishable commodity which is5 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 day buts due to natural and seasonal
conditionss must be produced on a constantly uniform and
even basis;

{i} the demand for this perishable commodity fluctuates
from day to day and from time to time wmaking it necessary
that the preduecers dairy farmers and distributors shall
producte and carry on hand 3 surplus of milk in order to
guarantee and insure to the consuming public an adequate

supply at all timess which surplus must of necessity be

13 s
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converted into byproducts of wmilk at great expense and
ofttimes at a loss to the producer dairy_ _farmer and
distributor;

(j) this surplus of milke though necessary and
unavoidables unless regulateds tends to undermine and
destroy the milk industrys which causes producers to relax
their diligence in complying with the provisions of the
health authorities and ofttimes to produce milk of an
inferior and unsanitary quality;

{kX} investigation and experience have further shown
thate due to the nature of milk and the conditions
surrounding its production and marketings unless the
the marketing of milk are guaranteed and insured a
reasonable profit on mitks both the supply and quality of
milk are affected to the detriment of and against the best
interest of the citizens of this state whose health and
well-being are thereby vitally affected;

(1) where no supervision and regulation are provided
for the orderly and profitable marketing of milks past
experience has shown that the credit status of both
producers dajry farmers and distributors of milk is
adversely affected to a serious degrees thereby entailing
1oss and hardship upon all within the community with whom

these producers dairy farmers and distributors carry on
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business relations;

{m) 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 states and in the public
interest it is necessary to provide state supervision and
regulation of the milk industry in this state.

{2) The general purpose of this chapter is to protect
and promote public welfare and to eliminate unfair and
demoralizing trade practices in the milk industrye. It s
enacted in the exercise of the police powers of the state.”

Section 3. Section 81-23-104+ MCAy is amended to read:

*81-23-104« Rules and orders. The department may adopt
and enforce rules and orders necessary to carry out the
provisions of this chapter and any orders adopted under it
by the department or the boarde A rule or order shall be
posted for public inspection in the main office of the
department for 30 dayss and a copy shall be filed in the
office of the department. A--copy—-shaii-also-be-sent-by
registered-or-certified-letter——to-—-the--secretary--of--each
areay--except— tn-the-case-of-am An order directed only to a
person or persons named in ity--which shall be served by
personal delivery of a copy or by mailing a copy to each
person to whom the order is directed ors in the case of a

corporations to any officer or agent of the corporation upon



10
11
12
13
14
15

16

17
18

19
20
2t
22
23
24

25

LC 0530/01

whom a summons may be served in accordance with laws of this
states The postings in the main office of the department, of
a rule or order not required to be personally served as
provided in this section and the filing in the office of the
department is sufficient notice to all persons affected by
the rule or orders A rule or order when properly posted and
filed or serveds 3s provided in this sectione has the force
of lawe™

Section 4, Section 81-23-105, MCAy is amended to read:

"81-23-105. Testing of milke (1) For the purpose of
determining the value of milk supplied by producers dairy
farmers during routine audits of milk processing plants
which receive raw milk directly from producers dairy
farmerse the department of business regulation shalt
establtish a program of testing such raw milke

{2) The department of business regulation may fevy an
assessment on lticensed producers dairy farmers to secure the
necessary funds to administer this programe. This assessment
is in addition to those provided in 81-23-202.

(3) A1l personnel employed in the sampling and testing
program shall be licensed by the animal health division of
the department of livestocCk.

{(4) The department of business regulation may conduct
all types of samplings gradings and testing techniques which

it considers necessary to carry out the intent of this

-9
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sectione™
Section 5. Section 81-23-20ly MCAs is amended to read:
*81-23-201. Licenses to producersy

producer-distributors dairy farmerss dairy

farmer—distributorss distributorss and jobbers. In any

market where the provisions of this chapter applys it is
unlawful for a producervy-producer—distributor dairy farmery

dairy farmer-distributors distributors or jobber to produces

transports processes stores handler distributes buye or seill
milk unless the dealer is properly licensed as provided by
this chapter. It is uniawful for a person to buys seli,
handles processs or distribute milk which he knows or has
reason to believe has been previously deait with or handled
in wviolation of any provision of this chapter« The

department may decline to grant a license or may suspend or

‘revoke a license already granteds upon due cause and after

hearings.”
Section 6. Section 81-23-202¢ MCAs is amended to read:
"81-23-202. Licenses —-- disposition of income. (1) A

preducery--—--producer-drstributer dairy farmers dairy

farmer-distributore distributors or jobber may not engage in
the business of producing or selling milk subject to this
chapter in this state without first having obtained a

license from the department of livestock ore in the case of

milk entering this state from another state or foreign

S SER
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nationy without complying with the requirements of the
Montana Foods Orugs and C(osmetic Act and without being
licensed under this chapter by the departmente The annual
fee for the license from the department 1s $2 and is due
before July 1 and shall be deposited by the department to
the credit of the general funde The license required by this
chapter is in addition to any other license required by
state taw or any municipality of this statee« This chapter
shall apply to every part of the state of Montanae.

{2) (3) In addition to the annual license fees the
department shall, tn-each-yeary before Aprid July 1 of each
years for the purpose of securing funds to administer and
enforce this chapters levy an assess@ent upon preoduacersy

producer-dtstribators dairy farmerse dairy

farmer-distributorse and distributors as follows:

tar{i} a fee per hundredweight on the total wvolume of
all mi'k subject o this chapter produced and sold by a

produocer—distributer dairy farmer-distributor;

tb¥{ii} 9 fee per hundredweight on the total volume of
allT mitk subject to this chapter sold by a producer dairy
farmer;

te3{iii) 2 fee per hundredweight on the total volume of
all milk subject to this chapter sold by a distributorye
excepting that which is sold to another distributorsj

{iv}_a fee per hundredweight on__the__total _volume__of
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Fluid milk__and milk _eguivalents_ _on__manufactured milk

products_sold_in_this_states subject to this_ _chapters _Ffrom

{b} Only a_ change_ in__the amount_ of the assessment

regquires _notices

{3} The department shall adopt rules fixing the amount
of each fees. The amounts may not exceed levels sufficient
to provide for the administration of this chaptere The fee
assessed on a preducer dairy farmer or on a distributor may
not be more than one-half the fee assessed on a

preducer-detstribotor dairy farmer-disStributore

{%) The assessment upan producer—distrrbutoray

proddeers dairy farmer-distributorss _dairy farmerss and

distributors shall be paid quarterly before January 15+«
April 15¢ July 15+ and October 15 of each year. The amount
of the assessment shall be computed by applying the fee
designated by the department to the volume of milk sold in
the preceding calendar quarteres

(5} Failure of a producery-producer-distributor dairy

farmers doiry farmer-distributors or distributor to pay an

assessment when due is & violation of this chapter and his
license under this chapter automatically terminates and is
voide A license s0 terminated shall be reinstated by the
department upon payment of a delinquency fee equal to 30% of

the assessment which was dues

-12-
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(6} All assessments required by this chapter shall be
deposited by the department in the earmarked revenue fund.
AVl costs of administering this chapters including the
salaries of employees and assistantsy per diem and expenses
of board memberss and all other disbursements necessary to
carry out the purpose of this chapters shall be paid out of
control board moneys in that funde

(7} The department mays if it finds the costs of
administering and enforcing this chapter can be derived from
lower ratesy amend its rules to fix the rates at a }ess

Section Te Section 81-23-203, MCA, is amended to read:

"g1-23-203« Application for licensess An applicant for
licensa2 to operate as a producerv-preducer-distributer dairy

farmers dairy_ _farmer-distributors distributore or jobber

shall file a signed application upon a blank prepared under
authority of the departments 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 necessary for the administration of this
chaptere The application shall certify the applicant to Dbe
the holder of all Jlicenses reguired by the department of
livestock for the conduct of his pusiness ors in the c3se
of milk entering this state from ancther state or foreign

nationy compliance with the reguirements of the Montana
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Foode Drugy and Cosmetic Act. The application shall be
accompanied by the license fee required to be paid."

Section Be Section 81-23-205y MCAs is amended to read:

%81-23-205. Bonds required of distributors -- amounts
—- forms and conditionse (1) A distributor before purchasing
milk from a predaeer dairy _farmer shall deliver to the
department a surety bond of not less than $1,000+ executed
by the distributor as principal and by a surety company
authorized to do business in this state as suretys The bond
shall be on a form approved by the department and shall be
conditioned upon the payments in the manner required by this
chapters of atl amounts due to predoveers dairy farmers for
milk purchased by the distributor during the license vyeare

The bond shall be to the state in favor of every producer of

milke In case of failure by 2 distributor to pay a preduocer

‘dairy_farmer for mitk in the manner required Dy this

chapter«s the department shall proceed immediateiy to
ascertain the names and addresses of all preducer-creditors
dairy__farmer-creditors of that distributors together with

the amounts due them and shall request all those

producer-creditors dairy farmer-creditors to file a verified

statement of their respective claimse The department shall
than sue on the bond on behalf of the producer-creditors
dairy _ farmer-creditorse Upon suing on the bonds the

department may require the filing of a new Dbond; and

~14- }./ fg,};/
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immediately upon a recowvery in an action upon the bonds the
distributor shall file a new bonda Upon failure to file a
new bond within 10 days in either cases the failure is
grounds for the revocation or suspension of the license of
the distributore IFf recovery on the bond is not sufficient
to pay all of the claims as finally determined by the courts

the amount recovered shall be divided pro rata among the

producer—creditors dairy farmer—-creditorse

(2) The minimum bond of 314000 shall be required of
distributors purchasing an average daily quantity of milk of
less than 100 gallons; distributors purchasing an average
daity quantity of 100 gallons and tess than 200 galtlons
during any calendar month during a license year shall post a
bond tn the amount of $2,000; distributors purchasing an
average daily quantity of 200 gallons and Yess than 300
gallons during any calendar month during 3 license vyear
shall post a bond in the amount of $3,000; distributors
purchasing an average daily quantity of 300 gallons or more
during any calendar month during a ticense year shall post a
bond in the sum of $5+000.

(3) If a distributor increases his purchases of milk
during the license year to exceed the amount for which he is
bondeds he shall immediately post the additional bond
required to comply with this section.

{4) The department wmay require a distributor to
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fFurnish a bond in addition to those specified in this
section ify after notice and hearing and upon gocd cause
showny it determines the additional bond is required to
assure payment of al} amounts due or to become due to

{S) Failure of a distributor who purchases milk from
producers dairy _farmer to post a bond required by this
section is a3 violation of this chaptere™

Section 9« Section 81-23-301s MCAs is amended to read:

#g81-23-301s Marketss (1) Pursuant tc the declaration of
policy relating to wmilk set forth in B1-23-102(1)s the
department shall designate natural marketing areas which
shall together embrace all the geographical area of the
state and shall enforce m®minimum producerv—-whotesatey——and
retat+d dairy farmer prices established for those areas by
the boarde

{2} Natural marketing areas shall be established
throughout the state by the department. Before a proposed
natural marketing area is establishedes the departments after
notice of at least 30 dayss shall hold a hearing or
hearingss at a place or places within the proposed areas at
which predocers dairy farmers and distributors doing
business within the proposed natural! marketing areas who are
licensed by the department of livestocks and the consuming

pubtic may present evidence and testifye If the hearing or

-6~
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hear ings make it evident to the department that the
establishment of the proposed natural marketing area is in
the public interests the department shall establish the
natural marketing area.

{3) The department may from time to time adjust the
boundaries of natural marketing areassy if after a hearing
upon notice of at least 30 days to all interested parties it
finds the adjustment to be in the public interest.™

Section 10. Section 81-23-302+ MCAy is amended to read:

“g81-23-302. Establishment of minimum prices. {1} The
board shall fix minimum producery-wholesatey-jobbery-and
retatt dairy farmer prices for class Is mitk--and--minimom
prodocer-prices—onty-for class IIlp and class III milk in all
areas of the state by adopting rules in a manner prescribed
by the Montana Administrative Procadure Acte.

{2) The board shall establish such prices by means of
flexible formutas 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 productions supplyes and
processingy~distributtony-and-retatting costs.

(3) The board shall consider the ©balance between
production and consumption of milks the costs of productions
and-drstrtbutieny and prices in adjacent and neighboring
areas and states so that minimum prices which are fair and

equitadle to predocersy--distrrbutorsy-—-jobbersy--retatriersy
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{4} The board shalls when publishing notice of proposed
rulemaking under authority of this sections set forth the
specific factors which shall be taken into consideration in
establishing the formulas and in particular in determining
costs of production amd-—-distribuvtion and of the actual
dollars and cents costs of production and-distribution which
preliminary studies and investigations of auditors or
accountants in its employment indicate will or should be
shown at the hearing so that all interested parties will
have opportunity to be heard and to question or rebut such
considerations as a matter of recorde

{5} Such specific factors may incliude but shall not be
limited to the following items:

{a) current and prospective supplies of milk in

‘relation to current and prospective demands for such milk

for all purposes;

tbi-~-the--abttity--and--wilt}ingness--of---consumers---to
perehasey——which-shatt-tnetvde-among-other-things-per—captita
dispesable-irneeme-statistiesy-consumer--price—-indexesy--and
whotesate-price-tndexesy

te}[b} the cost factors in producing mi¥ke which shall
include among other things the gprices paid by farmers
generally (as wused in parity calculations of the United

States department of agriculture)s prices paid by farmers

-18—
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for dairy feed in particulare and farm wage rates in this
state;

td+{c) the alternative opportunitiess both Farm and
nonfarmy open to mitk-producers dairy farmerss which shall
include among other things prices received by farmers for
all products other than milks prices received oy farmers for
beef cattles and the percentage of unemployment in the state
and nation as determined by appropriate state and federal
agencies;

teyf{d) the prices of buttery nonfat dry mitks and
cheese;

tfi--the--cost-factors-itn-distriboting-mitky-which-shai}
tnciude-among-other-things—the-prices-patd--by--distributors
for--equipment--of--ali-types-requirred-to-process-and-market
mitk-and-prevaiting-wage-rates-in-thts-stated

t9¥--the-cost--factors-—-tn--jobbing--mitkyr—-—~whreh--shatd
tnctade-among-other-things-raw-product-and-itngredient—costsy
carton-—or--other--packagiIng-costy-processtng-costv-and-that
part-—of--generai--adminitstrative-—costs--of--the--suppiying
dratrtbutor-—which-may-properiy-be-atiocated-to-the-hoandting
of-mitk~to-the-potnt—at-which-such-mitk-ts—at-the-~suppiying
distriboterts——dochky-—equipment—-of--ali-——types--required-to
market-mitev-and-prevatling-wage-rates-tn-the-statet

thif{e] the needs if anys for freight or transportation

charges to be deducted by distributors from producer dairy

-19-

10

11

12

13

i4

15

16

17

18

19

20

21

22

23

24

25

L€ 0530/01

tti-—a-reasonadie-return-on-necessary-investment-to--a+}
ordinartiy-efficrent-and-econonicat-mitk-deaterss

(-3 If the board at any time proposes to base all or
any part of any offictal order establishing or revising any
milk pricing Fformulas upon facts within its own knowledge,
as distinguished from evidence which may be presented to 1t
by the consuming public or the milk industrys the board
shalls when publishing notice of proposed rulemaking under
authority of this sectiones cause notice to ba given to the
consumtng pudblic and the milk industry of the specific facts
within its own knowledge which it will considers so that alil
interested parties will have opportunity to be heard and to
question or rebut such facts as a matter of recorde

(7T} The ©boardsy after consideration of the evidence
produceds shall make written findings and conclusions and
shall fix oy official rule the formula whereby minimums

t3y--produeer dairy farmer prices for milk in classes Is
[I+ and III shall be computed+ts

tbi--whotesate--prices--for--mittk--in——ctass--i-shatt-be
computed}

fet--jobber—-prices-—for--mith-~tn--ctass—-i--shatt---be
computedt

tdy-——retatdi——-prices——Ffor-—-mitik-—tn--ectass-~f--shati--be

eceomputedy

-20-
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(8) This section shall not be construed as requiring
the board to promulgate any specific number of formulas, but
shall be construed liberally so that the board may adopt any
reasonable method of expression to accomplish the objective
set forth in subsection (T} If the evidence presented to
the board at any public hearing for the establishment or

revision of milk pricing formuias is found by the board to

require the establishment of separate and varying wholesale.

prices for any particular usess the board shall designate
the reasons therefor and establish such separate formulase

(9} Each rule establishing or revising any milk pricing
formulas shall cltassify milk by formses classess gradess or
uses as the board may deem adviseble and shall specify the
minimum prices therefor.

(10} The milk produced in one natural marketing area and
sold in another natural marketing area shall be paid for by
3 distributor or dealer in accordance with tne pricing order
of the area where produced at the price therein specified of
the cltass or use in which it is ultimately used or solda

{11) The board shall adopt rules after mnctice and
hearvng in the manner prescribed by the Montana
Administrative Procedure Act to regulate transportation
rates which distributorssy contract haulerss and others
charge producers dairy _farmers for both farm-to-plant and

interplant  transportation of wilk. No allowance for

-2i-

10

il

12

13

L4

15

186

17

18

19

20

21

22

23

24

25

LC 0530/01

transportation of milk between plants may be permitted
unless it is found by the board to be necessary to permit
the movement of milk in the public intereste.

ti2}-Ari--mitk-purchased-withtn-a-natural-marketing-ares
py-a-distributor—shall-be-purchased-on-a-oniform-basiss—-Fhe
basts-to-be—used-shati-be-established-by-the-board-after—the
preducers--and--the--distribotors——of--the--area--have--been
consulteds

++3¥(12) The board may amend any official rule in the
same manner provided herein for the original establishment
of milk pricing formulases Tne board may in its discretiony
when it determines the need existss give notice of and hold
statewide public hearings affecting establishment or
revision of milk pricing formulas in all market areas of the
states

+14¥(13} Upon petition of a distributor or a majority of
his producers dairy farmerss the board shall hold a3 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 preducee dairy farmer prica2s; 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.

£¥53(1%4} Upon petition by any preducery

producer-distritbutory--or—-distributor dairy _farmer in any

P: 3 o
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marketing areas the board shall hold a hearing to receive
and consider evidence regarding the advisability and need
for an areawide or statewide pooling arrangement as a method
of payment of producer dairy farmer pricess provided that at
such hearing the board shall among other things specifically
receive and consider evidence concerning production and
marketing practices which have historically prevailed 'in the
area concerned or statewides as the case may be. [f the
boarag finds that the evidence adduced at such hearing
warrants the establishment of such an areawide or statewide
poeling arrangements the board shall proceed by official
order to establish the same; but such official order shall
be of no force or effect wuntil it is approved in a
referendum conducted by the board among affected producerssy
producer-distributorsy-and-distribotors dairy farmers.

+16+{15) The requirements hereinabove set forth above
concerning notices of hearings for the establishment of milk
pricing formulas shall apply to any hearings regarding base
or quota plans or areawide or statewide pooling arrangements
or abandonment thereofs

117316} Rules adopted pursuant to this section shall be
enforced and audited for compliance by the ailk control
division of the department of business regulatione™

NEW _SECTION. Section lie. Decontrol at the wholesale,

distributory and retail levels Beginning July 1y 1981 the
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poard shall start a program of orderly decontrol of milk
grices at the wholesales distributors and retail level. This
program is at the discretion of the board and wmay be
instituted without a public hearing but must be completed
before January ls 1982«

Section 12. Section 81-23-303, MCAs is amended to read:

®81-23-303. Rules of Fair trade practicese The
department may 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 contain but are not
limited to provisions prohibiting the follawing methods of
doing business which are unfairs unltawfuly and not in the
public interest:

({1} the paymente allowances oOr acceptance of secret
rebatess secret refundse or unearned discounts by 3 persons
whether in the form of money or otherwise;

(2) the giving of milke creamy dairy productss
servicesy or articles of any kindy except to bona fide
charitiess for the purpose of securing or retaining the
fluid milk or fluid cream business of a customer;

{3) the =axtension to certain customers of special
prices or services not available to all customers who
purchase miik of 1like gquantity wunder 1like terms and

conditions;
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{4#) the purchasings processings bottlinge packagings
transportings deliverings or otherwise handling in any
marketing area of milk which is to be or is sold or
otherwise disposed of at iess than the minimum wholexate-and
mintmum-retat+? prices established by the board;

(5} the payment of a price lower than the applicable
predueer dairy farmer prices established by the boards by a

distributor to 2 producer dairy farmer for milk which is
distributed to any persons including agencies of the
federaly statey or local government.™
Section 13. Section B81-23-304y MCAsy is amended to read:
“gl-23-304. Limitation on extension of credit to

retailersse A sale or delivery may not be made by a

producer-drstributor dairy farmer-distributors distributors

or jobber to a retailers except for cash or payment within
15 days after regular billings. and ail

prodycer—drstritbotors dairy_ farmer-distributorse

distributorss and jobbers shall bill retailers at least
monthlys A proeducer-distribotor dairy farmer-distributors
distributors or jobber may not extend more than 15 days®
credit after billing to & retailers A retailer may not
receive delivery of milk without agreement to pay for it in
cash within 15 days after regular Dilltinge A correctly dated

check which is honored upon presantment 1S cash within the

meaning of this sections An extension or acceptance of
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credit in viotation of this section shall be construed as
rendering or receiving financial assistances. The licenses of

produeer-distrrbotors dairy farmer-distributorss

distributorss or jobbers involved in wviolation of this
section shall be suspended or revoked as determined by the
department in its discretion.”
Section l4e. Section 81-23-305y MCAs is amended to read:
"81-23-305. Financing prohibitions -- produeer dairy
farmer and retailere (1) A producery-—-producer—diseributor

dairy_ _farmers _dairy farmer-distributors distributorsy or
jobber licensed under this chapter may not advance or Jloan
money or <credit to or furnish money or credit for or
refinance or cosign or guarantee proMissory notess Security

agreementssy conditional sales contractss or other commercial

paper for or on benalf of a3 retailer. A producery

‘preducer-distrtbotor dairy farmery dairy farmer-distributors

distributors or jobber may not be financially interested.
either directly or indirectlys in the conduct or operation
of the business of a retailers A producer-distributer dairy
farmer—-distributors distributors or jobber licensed under
this chapter may not advance or loan money or credit to or
furnish money or credit Ffor or refinance or cosign or
juardntee promissory notess security agreementss conditional
sales contractss or other commercial paper for or on pehalf

of a preducer dairy_ _farmere. A preducer-dtstributor dairy

-26- /{ f:,:‘ 3}\[
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farmer-distributors distributors or jobber may not oe
financially interestedy either directly or indirectlys in
the conduct or operation of the business of a producer dairy

farmer. This ssctiun does not prohibit a preducer dairy

farmer from belonging tos participating ins or patronizing a

|

ooperative corporation or a preducervy-preoducer—distributor

[al

dairy _farmers__dairy__farmer-distributors distributors or

jobber from operating his own wholly-owned dairy products or
other retail store or home-delivery retail routess

{2} This section does not prohibit a producer dairy
farmer from requesting and a distributor from granting an
advance payment for milk before the regular date of payment
for milk or limit in any way the right of a prodoecer dairy
farmer to assign part or all of moneys which are or may
become due to him from a distributor.”

Section 15. Section 81-23-402y MCA, is amended to read:

"81-23-402. Reports of dealers -— accounting system -—
recordse {1) The department may require licensees to file
with it reports at reasonable or regular times which the
department may requires showing the licensee®s productions
sales or distribution of amilk and any information considered
by the department necessary which pertains to the
productions sales Or distribution of milks either under oath
or otherwises 25 the department may direct. Faiture or

refusal to file a report when directed to do so is grounds
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for the revocation of the license anc is a vicolation for
which the licensee may be fined as provided by this chapter,
one or boths at the discretion of the departmente.

{2) The department shall adopt a uniform system of
accounting to be used by the distributor to account for the
usage of all milk received by the distributore.

(3) A distributor ana producer—drstributor dairy

{a} a record of all milks creams or dairy products
receiveds detailed as to locations names and addresses of
supplierss prices paids deductions or charges mades and the
use to which the milk or cream was put;

(b} a record of the quaatity of each kind of milk or
dairy product manufactured and the quantity and price of
miik or dairy products sold;

{c} a comglete record of all milks creams or dairy
products solde classified as to kind and grades showing
where sclds and the amount received in payment;

{d} 3 record of the wastage or loss of milk or dairy
products;

(e} @ record of the items of handling expense;

{F) a record of all refrigeration facilities sold for
storage purposes to any persons showing typess ‘sizese and
location of the facilities and the original or duplicate

original of all agreements covering sales for them;

~-28-
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{g) other records which the department considers
necessary for the proper enforcement of this chaptere™

Section l6s Section B81-23-405s MCAs is amended to read:

"81-23-405. Vioclations made misdemeanors -- penaltiese.
{1} A person who producessy sellse distributess or handles
milk in any ways except as a consumers without a license
from the department as required by this chapter or who
violates a lawful rule of the department or doard is guilty
of a misdemeancr punishable by a fine not exceeding $600.
Each day*s violation is a separate offenses.

(2) The district courts have original jurisdiction in
all criminal actions for violations of this chapter and in
all cavil actions for the recovery or enforcement of
penalties provided for in this chapter. Al of those
actionss both criminal and civils shall be tried in the
district courte

(3} The county attorneyses in their respective countiesy
shall ditigently prosecute all violations of this chaptere

4} _The penalties _provided by this chapter extend to

retailerss”

Section LTe. Lodification instruction. Section 11 is
intended to pe codified as an integral part of Title Ble
chapter 23s part 3y and the provisions of Title Bls chapter
23y part 3y apply to section lle

-End~-
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STATE OF MONTANA
REQUEST NO. __44-81

FISCAL NOTE
Form BD-15

In compliance with a written request received __January 8 19 _81 , there is hereby submitted a Fiscal Note
House Bill 51 pursuant to ' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

for

of the Legislature upon request,

Description of Proposed Legislation

A proposal to deregulate minimum milk prices at the Wholesale, Distributor and
Retail level by January 1, 1982,

Fiscal Impact

There may be some increase in legal activity caused by the passage of the bill,
but the fiscal impact upon the state should be minimal.

L /]
C/W 2 ,

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: /=12 "X/
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Committee
on Business and Industry

Minor ¥y Kepert Adapled
HOUSE BILL NO. 51
INTRODUCED BY NORDTVEDTe COZZENSy VINCENTe METCALF,
HANNAHy SHONTZ4s LEEs STOSIEy McBRIDEs

ANDREASONs KESSLER

A BILL FOR AN ACT ENTITLED: “AN ACT TO REVISE THE MILK
PRICE CONTRCL LAWS AND TO END THE REGULATION OF MINIMUM MILK
PRICES AT THE WHOLESALE, DISTRIZUTORs AND RETAIL LEVEL BY
THE BGARD OF MILK CONTROL; AMENDING SECTIGNS 81-23-101y
81-23-102,

81-23-104y 81~23-~1054 81-23-201 THROUGH

81-23-203y 81-23-205, 81-23-301 THROUGH 81-23-305,

81-23-402¢ AND B1-23-4059 MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section B81-23-101s MCAy is amended to read:
"31-23-101le Definitionss {1} Unless the context

requires otherwises in this chapter the following

definitions apply:

{3) ¥Beard" wmeans the board of milk control provided
for in 2-15-1802.

{b} "Class I milk™ Tncludes a1l bottled or packaged
mitke low faty buttermilksy chocolate milky whipping creams
commercial creams half-and-halfy skim milks fortified skim
milke skim milk flavored drinkss and any other fluid mitk

not specifically classified in this chaptery whether raws
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pasteurizeds homogenizeds steriles or aseptices

{c) ™Class II milk* includes milk used in the
manufacture of ice cream and ice cream mixy ice milke
sharbets eggnogs cultured sour creams <cottage cheeseys
condensed milky and powdered skim for human consumptiones

{d} "Class LIl milk" includes milk wsed in the
manufacture of buttere cheddar cheesey process cheeses
livestock feedy powdered skim other than for human
consumptiony and skim milk dumpeda.

{(e) “Consumer™ means a person or an 3 government
agencys other than a dealersy who purchases milk for
consumption or usee.

(f) *"Dealer® means a preducer dairy __farmers
distributors preducer—distributer dairy _farmer-distributore
jobbers or independent contractore

{g} *Department" means the department of business
regulation provided for in Title 2y chapter 154 part 138.

(h} "Distributor®™ means a person purchasing milk from
any sources either in bulk or in packagess and distributing
it for consumption in this statee The term includes what are
commoniy known as jobbers and independent contractors. The
termy howevers excludes a person purchasing milk from a
dealer tTicensed under this chapterys for resale over the
counter at retail or for consumption on the premises.

tiy--Bdebber--pricesi--means-thoae-prices-at-which-mitk

-2 HB 51
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owned-by-a-distribator-+s—soltdy-in-butk-or-in-packagesy-to-n
jobber-or-independent-contractory

+9¥4{il "Licensee® means a person who holds a license
from the departments

+k¥{j)l "Market™ means an area of the state designated
by the department as a natural marketing area.

£+¥{k) "Milk"™ means the Jacteal secretion of a dairy
animal or animalss including those secretions when raw and
when cocled,y pasteurizedy standardizeds homogenizeds
recombineds concentrated freshs or otherwise processed and
all of which is designated as grade A by 2 duly constituted
health authority and also includes those secretions which
are in any manner rendered sterile or asepticy
notwithstanding whether they are reguliated by any health
authority of this or any other state or natione.

tm¥{l} "Person™ means a persons firme corporations or
cooperative associationes

tn¥lm} "Producer D3iry _farmer™ means a  person who
produces milk for consumption in this statees se¥ling it to a
distributor.

te¥in)l "Produecer—~distributor Dairy farmer-distributor®
means a person both producing and distributing milk for
consumption in this statee.

tp¥io)l "Producer Dairy _farmer prices®™ means those
prices at which milk owned by a producer dairy farmer is

~3- HB 51
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sold in bulk to a distributore

t93LR} “Retail prices® means those prices at which
mitk owned by a retailer is solds in bulk or in packagess
over the counter at retail or for consumption on the
DredisesSe

+rr{g) “Retailer™ means a person selling milk in bulk
or in packages over the counter at retail! or for consumption

on the premises and includes but is not limited to retail

stores of all typess restaurantse boardinghousesy
fraternitiess sororitiess confectionariesy public and
private schoolsy including colleges and universitiess and

both public and private institutions and instrumentalities
of all types and descriptione

+s3ir) "wholesale prices® means those prices at which
miTk owned by a distributor is solds in bulk or in packagess
to a retailers

(2) The department may assign new milk productss not
expressly included in one of the classes defined in this
sections to the class which in its discretion it determines
to be proper."

Section 2. Section 81-23-102y MCAs is amended to read:

"g1-23-102« Policye {1) It is hereby declared that:

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

{b) the production and maintenance of an adequate

-&- HB 51
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supply of healthful milk of proper chemical and physical
contents free from contaminations is vital to the public
nealth and welfare;

(c) the productions transportations processingsy
storagey distributions and sale of milk in the state of
Montana is an industry affecting the public health and
interest;

{d} unfairs unjusty destructives, and demoralizing
trade practices have been and are now being carried on in
the productions transportations processings storages
distributions and sale of wmilk and products manufactured
therefroms which trade practices constitute a constant
menace to the health and welfare of the inhabitants of this
state and tend to undermine the sanitary regqulations and
standards of content and purity of milk;

{e) health regultations alone are insufficient to
prevent disturbances in the milk industry and to safeguard
the consuming public from further inadequacy of a supply of
this necessary commodity;

{(f) it is the policy of this state to promotes fosterys
and encourage the intelligent production and orderly
marketing of milk and cream and products manufactured
therefroms to eliminate speculation and wastes to make the
distribution thereof between the preducer dairy farmer and

consumer as direct as can be efficiently and economicaliy
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dones and to stabilize the marketing of such commodities;

(g) investigations have revealed and experience has
shown thaty due to the nature of milk and the conditions
surrounding the production and marketing of milk and due to
the vital importance of milk to the health and well~being of
the citizens of this statey it is necessary to invoke the
pelice powers of the state to provide a constant supervision
and regulation of the milk industry of the state to prevent
the occurrence and recurrence of those unfairs unjuste
destructives demoralizingy ang chaotic conditions and trade
practices within the industry which have In the past
affected the industry and which constantly threaten to be
revived within the industry and to disrupt or destroy an
adequate supply of pure and wholesome milk to the consuming
public and to the citizens of this state;

(h) milk is a perishable commodity which is easily
contaminated with harmful bacte}ia. 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 day bute due to natural and seasonal
conditionss must be produced on a constantly uniform and
even basis;

{i) the demand for this perishable commodity
fluctuates from day to day and from time to time making it

necessary that the produeers dajiry fargers and distributors

-6- HH 51
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shall produce and carry on hand a surplus of milk in order
to guarantee and insure to the consuming public an adequate
supply at all timess which surpius must of necessity be
converted into byproducts of @itk at great expense and
ofttimes at & Joss to the proedoeer dairy _farmer and
distributor;

{j) this surplus of milke though necessary and
unavoidables unless requlatedy tends to undermine and
destroy the milk industrys which causes producers to relax
their diligence in complying with the provisions of the
health authorities and ofttimes to produce wmilk of an
inferior and unsanitary quality;

{k) investigation and experience have further shown
thatsy due to the nature of ailk and the conditions
surrounding its production and marketings unless the
produeers dairy farmerss distributorss and others engaged in
the marketing of milk are guaranteed and insured a
reasonable profit on milks both the supply and quality of
milk are affected to the detriment of and against the best
interest of the <citizens of this state whose health and
well-being are thereby vitally affected;

{1} where no supervision and regulation are provided
for the orderly and profitable marketing of milks past
experience has shown that the credit status of both

producers dairy _ _farmers and distributors of milk s
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adversely affected to a serious degreey thereby entailing
loss and hardship upon all within the community with whom
these produecers dairy _farmers and distributors carry on
business relations;

{m) 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 states and in the public
interest it is neacessary tc provide state supervision and
regulation of the milk industry in this statee.

(2) The general purpose of this chapter is to protect
and promote public welfare and to eliminate unfair and
demoralizing trade practices in the milk industrys. It is
enacted in the exercise of the police powers of the statea"™

Section 3. Section 81-23~1C4s MCAs is amended tc read:

"81-23~104« Rules and orderse The department may adopt
and enforce rules and orders pecessary to carry out the
provisions of this chapter and any orders adopted wunder it
by the department or the boarde A rule or order shall be
posted for public inspection in the main office of the
department for 30 dayss and a copy shall be filed in the
office of the departmente A--ecopy--snatti--atso-—-he--sene-—py
registered-—or--certified--tetter-~to-—the—seeretary-of-each
aresy—except-in-the-case-of-8n Ag order directed only to a

person or persons named in ity-whitch shall be served by

-8 HB 51
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personal delivery of a copy or by mailing a copy to each
person to whom the order is directed ors in the case of a
corporations to any officer or agent of the cerporation upon
whom a summons may be served in accordance with laws of this
states The postings in the main office of the departments of
a rule or order not required to be personally served as
provided in this section and the filing in the office of the
department is sufficient notice to all persons affected by
the rule or orders A rule or order when properly posted and
filed or served, as provided in this sections has the force
of lTaw."

Section 4. Section 81-23-105, MCAs is amended to read:

wg1-23-105. Testing of milke (1) For the purpose of
determining the wvalue of milk supplied oy producers dairy
farmers during routine audits of milk processing plants
which receive raw milk directly from preducers dairy
farmerss the department of business regulation shall
estanlish a program of testing such raw mitke

{2) The department of business regulation may levy an
assessment on licensed producers dairy farmers to secure the
necessary funds tco administer this program. This assessment
is in addition to those provided in 81-23-202.

{(3) A1l personnel employed in the sampting and testing
program shall be licensed by the animal health division of

the department of livestocke.
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(4) The department of business regulation may conduct
all types of samplings gradings and testing techniques which
it considers necessary to carry out the intent of this
sectione™

Section 5« Section B1-23-201y MCAs is amended to read:

”81-23-201e. Licenses to gredacersy
preducer-distriboteors dairy _ __ _ _farmerss . __dairy
farmer-distributorse distributorsy and jobberse In  any
market where the provisions of this chapter applyy it is
untawful for a producery-producer-distributor dairy farmers
dairy farmer-distributors distributores or jobber to produces
transportes processs stores handley distributey buys or sell
milk unless the dealer is properly licensed as provided by
this chaptere It is unltawful for a person to buys sell,
handles processs or distribute milk which he knows or has
reason to believe has been previously dealt with or handled
in wviolation of any provision of this chapter. The
department may decline to grant a license or may suspend or
revoke a license already grantedy upon due cause and after
hearingse”

Section 6« Section 81-23-202y MCAs is amended to read:

nB1-23~-202. Licenses -~ disposition of incomes. (1) A
producery-—-producer~distributeor dairy ___farmers ___dairy
farmer-distecibukore distributors or jobber may not engage in

the business of producing or selling milk subject to this

-10- HB 51
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chapter in this state without first having obtained a
license from the department of livestock ory in the case of
milk entering this state from ancther state or foreign
nations without complying with the requirements of the
Montana Foods Urugs and Cosmetic Act and without being
licensed under this chapter by the department. The annual
fee for the license from the department is $2 and is due
before July 1 and shall be deposited by the department to
the credit of the general funde. The license required by this
chapter is in addition to any other ticense required by
state law or any municipality of this states This chapter
shalt apply to every part of the state of Montanae.

{2) 428} In addition to the annual 1license feey the
department shalls #mn-eaech-yeary before aApr#¥ July ! of each
¥2are for the purpose of securing funds to administer and
enforce this chaptery Jlevy an assessment upon predpcersy
producer—distribators Qaicy . ___farperss. . ___dairy
farmer-distributorss and distributors as fcllows:

ta¥ii} a fee per hundredweight on the total! volume of
all milk subject to this chapter produced and sold by a
preducer-distributor dairy farmpec-distecibutori

tb¥Lii) @ fee per hundredweight on the total veolume of
all milk subject to this chapter sold by a predueer dairy

farmer:;
teyf(iij) a fee per hundredweight on the total volume of
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all milk subject to this chapter sold by a distributory
excepting that which is sold to another distributorsi

Lixl_a_fee per hundredweight on__tbe _tota) _volume _of
fluid __milk__and wmilk_ _equivalents oo _maopufactured _milk
products scld in this states subject to this _chapters_ _from
gut-of-statea

Lh}_ _Gply. _a change. _ in._the _amgunt of the assessment
requires _notices

{3) The department shall adopt rules fixing the amount
of each feees The amounts may not exceed levels sufficient
to provide for the administration of this chaptere The fee
assessed on a preducer dairy farmer or on a distributor may
not be more than one~half the fee assessed on a
producer-distribotor dairy _farmer-distributore.

(4) The assessment upon producer—dtastrihutorsy
producers dairy _farmer=distribuytorss. _dairy fargerse and
distributors shall be paid quarterly before January 15
April 15y July 15, and October 15 of each years The amount
of the assessment shail be computed by applying the fee

designated by the department to the volume of milk sold in

‘the preceding calendar quartere

{5) Failure of a produtery-producer-~d+stribttor dairy

farmers _dairy farmer-distributors or distributor to pay an
assessment when due is a vioclation of this chapter and his

license wunder this chapter automatically terminates and is
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voide A license so terminated shall be reinstated by the
separtaent upon payment of a delinquency fee equal to 30X of
the assessment which was dues

{(6) AY1 assessments required by this chapter shall be
deposited by the department in the earmarked revenue fund.
A1l costs of administering this chapters including the
salaries of employees and assistantsy per diem and expenses
of board memberss and all other disbursements necessary to
carry out the purpose of this chapters shall be paid out of
control board moneys in that fund.

(7) The department may, if it finds the costs of
administering and enforcing this chapter can be derived from
lower ratess amend its rules to fix the rates at a tess
lesser amount on or before Aprid July 1 in any yeare™"

Section Te Section B81-23-203r MCAy is amended to read:

mg1-23-203. Application for licenses. An applicant for
license to operate as a preducery-produoear-distributor dajiry
farmers _dairy . farmer-distributgrs distributors or jobber
shall file a signed application upon a blank prepared under
authority of +the departments and an applicant shall state
facts concerning his circumstances and the nature of the
pusiness to be conducted which in the opinion of the
department are necessary for the administration of this
chapters The application shall certify the applicant to be

the holder of all licenses required by the department of
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livestock for the conduct of his business ors in the case
of milk entering this state from another state or foreign
nationy compliance with the requirements of the Montana
Foods Drugy and Cosmetic Acte The application shall be
accompanied by the license fee required toc be paid.”

Section 8. Section 81-23-205, MCAs is amended to read:

"g§1-23-205. bBonds required of distributors —— amounts
-- forms and conditionse (1) A distributor before purchasing
milk from a preduecer dairy _farmer shall deliver to the
department 2 surety bond of not less than $14000, executed
by the distributor as principal and by a surety company
authorized to do business in this state as surety. The bond
shalt be on a form approved by the department and shall be
conditioned upon the payments in the manner required by this
chaptery of a1l amounts due to producers dairy__farmers for
milk purchased by the distributor during the license year.
The bond shall be to the state in favor of every producer of
milke In case of failure by a distributor to pay a producer
dairy farger for milk in the manner required by this
chaptersy the department shall proceed immediately to
ascertain the names and addresses of all producer-ereditors
dairy farmer-creditaors of that distributory together with
the amounts due them and shall request all those
producer-eredttors dairy farmer-creditors to file a verified

statement of their respective claimss The department shall
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then sue on the bond on behalf of the produter-ereditors
dairy _fargmer-creditorse. Upon suing on the bonds the
department may require the filing of a new bond} and
immediately upon a recovery in an action upon the bonds the
distributor shall file a new bonds Upon failure to file a
new bond within L0 days in either casey the failure s
grounds for the revocation or suspension of the license of
the distributore If recovery on the bond is not sufficient
to pay all of the claims as finally determined by the courts
the amount recovered shall be divided pro rata among the
prodacer—-creditors daity farger-creditors.

{2) The minimum bond of $1+000 shall be required of
distributors purchasing an average daily quantity of milk of
less than 100 gallons; distributors purchasing an average
daily quantity of 100 gallons and 1less than 200 gailons
during any calendar month during a license year shall post a
bond in the amount of $2+000; distributors purchasing an
average daily gquantity of 200 gallons and 112s5s than 300
gallons during any calendar month during a license year
shall post a bond in the amount of $3+000; distributors
purchasing an average daily quantity of 300 gallons or more
during any calendar month during a license year shall post a
bond in the sum of $5,000.

[{3) If a distributor increases his purchases of milk

during the license year to exceed the amount for which he is
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bondedy he shall immediately post the additional bond
required to comply with this sectione

({4) The department may require a distributor to
furnish a bond in addition to those specified in this
section ife after notice and hearing and upon good cause
shownsy it determines the additicnal bond is required to
assure payment of aill amounts due or to become due to
produecers dairy farmerse.

{5}y Failure of a distributor who purchases milk from
preducers dajry fargers to post a bond required by this
section is a violation of this chapter.”

Section 9« Section 81-23-301y MCAy is amended to read:

"81-23-301e Marketse (1} Pursuant to the declaration
of policy relating to milk set forth in 81-23-102{1}s the
department shall designate natural marketing areas which
shall together embrace all the geographical area of the
state and shall enforce minimum preducery-whotesaltey-—ond
reta+t dairy _farmer prices established for those areas by
the boarde

{2} Natural marketing areas shall be established
throughout the state by the departments. Before a proposed
natural marketing area is establisheds the departmenty after
notice of at least 30 dayses shall hold a thearing or
hearingsy at a place or places within the proposed areas at

which producers dairy _farmers and distributors doing
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business within the proposed natural marketing areas who are
licensed by the department of livestoctks and the consuming
public may present evidence and testifye If the hearing or
hearings make it evident to the department that the
establishment of the proposed natural marketing area is in
the puplic interesty the department shall establish the
natural marketing areae.

{3) The department may from time to time adjust the
boundaries of natural marketing areas, if after a hearing
upon notice of at least 30 days to 311 interested parties it
finds the adjustment to be in the public intereste™

Section 10. Section B81-23-302y MCAy is amended to
read:

"g81-23-302. E£stablishment of minimum prices. {1) The
poard shall fix minimum producery-wholesatey-jobbervyr—ond
retea+} dairy farmer prices for class Is mitk-—and--minimem
producer-prices-onty-for class I1Iy and class III milk in all
areas of the state by adopting rules in 2 manner prescribed
by the Montana Administrative Procedure Act.

(2} The board shall establish such prices by means of
flexible formulas which shall be devised so that they bring
ahout such automatic changes in all minimum prices as are
justified on the basis of changes in productions supplys and
processingy-distributiony-and-retaiting costse.

{3) The board shall consider the balance between
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production and consumption of milky the costs of productions
and-di+stribationy and prices in adjacent and neighboring
areas and states so that minimum prices which are fair and
equitable to producersy—-drstribotorsy--jobbersy-~-retaitersy
snd-consumers dajry farmers may result.

{4) The board shally when publishing notice of
proposed rulemaking under authority of this sectiony set
forth the specific factors which shall be +taken into
consideration in establishing the formulas and in particular
in determining costs of production and-distributien and of
the actual dueliars and cents costs of production eand
distribotton which preliminary studies and investigations of
auditors or accountants in its employment indicate will or
should be shown at the bearing so that all interested
parties will have opportunity to be heard and to question or
rebut such considerations as 3 matter of recorde

{5) Such specific factors may include but shall not be
limited to the following items:

{a) current and prospective supplies of milk in
relation to current and prospective demands for such milk
for all purposes;

tby——the--abitity--and--wittingness-—-of-—-consumers---to
purehasey—-which-shati-inclode-among-other—things-per-capita
disposable-income~statisticsy-censumer-—-price-—-indexesy--and

whotesate-price-rndexest
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teyfb) the cost factors in producing milkes which shall
include among other things the prices paid by farmers
generally (as used in parity calculations of the United
States department of agriculture)s prices paid by farmers
for dairy feed in particutary and farm wage rates in this
state;

t+d¥ic} the alternative opportunitiesy both farm and
nonfarms open to mi¥k-producers dairy farmerse which shall
include among other things prices received by farmers for
all products other than milks prices received by farmers for
beef cattley and the percentage of unemployment in the state
and nation as determined by appropriate state and federal
agencies;

te¥{d}l the prices of buttery nonfat dry milks and

cheese;
tf4--the-cost-factors—-in-distributing-mitky-which-ashaid
+tnetude-among-other—-things-the—prices—-paid--by—-distributors
for--equipment--of--ati-types-required-to-process-and-market
mitk-and-prevaiting-wage-rates-in-this-states
{te¥--the-cost~factors—-in—-jobbing--mitky--which—-shai}
+nelude~among-sther-things—rew—product-and-ingredient-costsy
earton~-er~—ather——packaging-costy-processing-ecosty-ond-that
part—-of--generat--edministrative-—costa-—of-—the--suppiying
distributor——which-may-property—be-alioceated-to-the-handting

of-mitk—to-the-point-at-which-sueh-mitk-+3-at-the--supplying
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distributorts—--docky——equipment-—of--a}}--types--required-teo
market-mitky-and-pravatiing-nwage-rates—im—the-states

t+h¥{e)l the needy if anys for freight or transportation
charges to be deducted by distributors from predaeer dairy
farmer prices for bulk milk+ts

t#r--a-reasonable-return-on-necessary-investment-to-at
ordinarity-effietent-and-economicat-mitk—deanterss

{6¢) If the board at any time proposes to base all or
any part of any official order establishing or revising any
milk pricing formulas upon facts within its own knowledges
as distinguished from evidence which may be presented to it
by the consuming public or +the milk industrys the board
shally when publishing notice of proposed rulemaking under
authority of this sections cause notice to be given to the
consuming public and the milk industry of the specific facts
within its own knowledge which it will considers so that all
interested parties will have opportunity to be heard and to
guestion or rebut such facts as a matter of record.

{7) The boards after consideration of the evidence
produceds shall make written findings and conclusions and
shall fix by official rule the formula whereby minimums

toy~-producer dairy farmer prices for milk in classes
Iy I1s and IIY shall be computedts

tdy—-whotesaste-prices—for-mitk--in-—cteass-~f-—sheti-—be

computedy
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tey--jobber—-prices-~for—-—mite--in--ctass-—i--shati--pe
compateds

td¥--retait--prices-—~for—-mitk-~fn--ctess~-i--shati--pe
computeds

(8) This section shall not be construed 3s requiring
the board to promulgate any specific nuaber of formulass bdut
shall be construed liberally so that the board may adopt any
reasonable method of expression to accomplish the objective
set forth in subsection (T)s If the evidence presented to
the board at any public hearing for the establishment or
revision of milk pricing formulas is foundrby the board to
require the establishment of separate and varying wholesale
prices for any particular usess the board shall designate
the reasons therefor and establish such separate formulas.

{(9) Each rule establishing or revising any milk
pricing formutas shall <classify milk by formss <classess
gradess or uses as the board may deem advisable and shall
specify the minimum prices therefor.

(10) The milk produced in one natural marketing area
and scld in another natural marketing area shall be paid for
by a distributor or dealer in accordance with the pricing
order of the area where produced at the price therein
specified of the class or use in which it is ultimately used
or solde

{11} The board shall adopt rules after notice and
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hearing in the manner prescribed by the Montana
Administrative Procedure Act to regulate transportation
rates which distributorsy contract haulerss and others
charge producers dairy _farmers for both farm-to-plant and
interplant transportation of milke No allowance for
transportation of milk between plants may be permitted
unless it is found by the board to be necessary to permit
the movement of miik in the public intereste

t12¥-A1¥-mitik-purchesed-within-a-naturat-marketing-aresn
py--a-distributer-shatt-be-purchased-on-a-uniform-basiss—Fhe
pasta-to-be-used-sheli-be-established-by-the-board-after—the
prodocers-—and--the--distributors-—-of--the--area--have-—pheen
consuttedsy

$+33¥{12) The board may amend any official rule in the
same manner provided herein for the original establishment
of milk pricing formulas. The board may in its discretions
when it determines the need exists} give notice of and thold
statewide public hearings affecting establishment or
revision of milk pricing formulas in all market areas of the
states

t¥43{13) Upon petition of a distributor or a majority
of his producers dajry.  farmerse the board shall hold a
hearing to receive and consider evidence regarding the
advisability and need for a base or gquota plan as a method

of payment by that distributer of produneer dairy _farmer
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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.

t153L14) Upon petition by any predocery
producer-distributory—or-distribarer gdairy _farmer in any
marketing areas the board shall hold a hearing to receive
and consider evidence regarding the advisability and need
for an areawide or statewide pooling arrangement as a method
of payment of producer dalry farmer pricess provided that at
such hearing the board shall among other things specificaltly
receive and consider evidence concerning production and
marketing practices which have historically prevailed in the
area concerned or statewides as the case may bee If the
board finds that the evidence adduced at such hearing
warrants the establishment of such an areawide or statewide
pooling arrangements the board shall proceed by official
order to establish the same; but such official order shall
be of no force or effect wuntil it is approved in a
referendum conducted by the board among affected produacersy
preducer—distributorsvy—end-distributors dairy farmerse

+16+{15) The requirements mereinabove set forth ahoye
concerning notices of hearings for the establishment of milk
pricing formulas shall apply to any hearings regarding base

or quota plans or areawide or statewide pooling arrangements
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or abandonment thereofe.

£1¥4{16) Rules adopted pursuant to this section shall
pe enforced and audited for compliance by the milk control
division of the department of business regulationa®

NEW_SECTIONa Section lle Decontrol at the wholesales
distributors and retail level. Beginning July ls 1981y the
board shall start a program of orderly decontrol of milk
prices at the wholesales distributory and retait levele This
program is at the discretion of the board and may be
instituted without & public hearing but must be completed
before January ley 1982.

Section 12« Section B81-23-303, MCA, is amended to
read:

"81-23-303. Rules of fair trade practices. The
department may 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 contain but are not
limited to provisions prohibiting the following methods of
doing business which are unfairy unlawfule and not in the
public interest:

{1) the payments allowances or acceptance of secret
rebatesy secret refundsy or unearned discounts by a persons
whether in the form of money or otherwise;

{2) the giving of milks cream, dairy productsy
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servicesy or articles of any kinds except to bona fide
charitiesy for the purpose of securing or retaining the
Fluid mitk or fiuid cream business of a customer;

(3} the extension to certain customers of special
prices or services not available to all customers who
purchase milk of 1like quantity under tlike terms and
conditions;

(4) the purchasinge processings bottlings packagings
transportings deliverings, or otherwise handlting in any
marketing area of milk which is to be or is sold or
otherwise disposed of at less than the minimum wholtesale-and
minimum-reta+t prices established by the board;

{5) the payment of a price lower than the applicable
predueer dairy farmer prices established by the board, by a
distributor to a prodocer dairy farmer for milk which is
distributed to any persons including agencies of the
federaly statey or local government.™

Section 13. Section B81-23-3044 MCAy is amended to
read:

n81-23-304. Limitation on extension of credit to
retailerss A sale or delivery may not be made by a
producer~diatribator dairy farmer-distributors distributor,
or jobber to a retailery except for cash or payment within
15 days after regular billingss and all

preoducer—distributors daicy_ . _farmer=distributorss
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distributorss and jobbers shall bill retailers at least
monthly. A preducer—d+stributor dairy farmer=distributore
distributors or jobber may not extend more than 15 days®
credit after billing to a retailere A retailer may not
receive delivery of milk without agreement to pay for it in
cash within 15 days after regular billing. A correctly datea
check which is honored upon presentment is cash within the
meaning of this sectione An extension or acceptance of
credit in violation of this section shail be construed as
rendering or receiving financial assistances The licenses of
preducer—distributeors daicy . _farmer-distributocss
distributorss or jobbers involved in violation of this
section shall be suspended or revoked as determined by the
departa@ent in its discretion.”®

Section l4. Section 81-23-305s MCAy is amended to
read:

"81-23-305. Financing prohibitions -~ producer dairy
farmexy and retailers. {1} A producers-producer-distributor
dajry farmers dairy farmer-disiributors distributors or
jobbar 1licensed under this chapter may not advance or loan
money or credit to or furnish money or credit for or
refinance or cosign or guarantee promissory notesy Security
agreementsy conditional sales contractss or other commercial
paper for or on behalf of a retailer. A preduacery

producer-distributor daicy farmers dajiry farmer-distributore
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distributors or jobber may not be financially interested,
either directly or indirectlyy in the conduct or operation
of the business of a retailer. A producer-distributor dajiry
farmer-distributore distributorsy or jobber 1licensed under
this chapter wmay not advance or locan money or credit to or
furnish money or credit for or refinance or cosign or
guarantee promissory notesy security agreementss conditional
sales contractss or other commercial paper for or on behalf
of a preduocer dairy. farmere A producer—distributor dairy
farmer-distributors distributors or jobber may not be
financially interestedy either directly or indirectlye in
the conduct or ocperation of the business of & producer dajry
farmer. This section does not prohibit a prodacer dajry
facmer from belonging toy participating insy or patrenizing a
cooperative corporation or a producery-—producer-distributor
dairy. _farmers dairy farmer-distributors distributors or
jobber from operating his own wholly-owned dairy products or
other retail store or home-delivery retail routess

{2) This section does not prohibit a predeeer dajry
facmer from requesting and a distributor from granting an
advance payment for milk before the regular date of payment
for wmilk or limit in any way the right of a producer dajry
farmer to assign part or all of moneys which are or may

pecome due to him from a distributor.”

Section 15 Section 81-23-402, MCA, is amended to
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read:

"g31-23-402. Reports of dealers —- accounting system =--
recordse (1) The department may reguire licensees to file
with it reports at reasonable or requtar times which the
department may requires showing the licensee's productions
saley or distribution of miltk and any information considered
by the department necessary which pertains to the
productiony saley or distribution of milks either under oath
or otherwises as the department may direct. Failure or
refusal to file a report when directed to do so is grounds
for the revocation of the licenserand is a wviolation for
which the licensee may be fined as provided by this chapters
one or boths at the discretion of the departmente.

{2) The department shall adopt a uniform system of
accounting to be used by the distributor to account for the
usage of 311 milk received by the distributore

{3) A distributor and producer—distributor dairy
farmer=distributor shall keep:

(a) a record of all milke <creams or dairy products
receivedy detailed as to locations nNames and addresses of
suppliersy prices paidy deductions or charges mades and the
use to which the milk or cream was put;

(b} a record of the quantity of each kind of milk or
dairy product manufactured and the gquantity and price of

milk or dairy products sold;
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{c) a complete record of all milke creamy or dairy
products solde classified as to kind and grades showing
where solds ana the amount received in payment;

(d} a record of the wastage or loss of milk or dairy
products;

[e) a record of the jtems of handling expensej

(f} a record of all refrigeration facilities sold for
storage purposes +to any persons shoWing typess sizese and
location of the facilities and the original or duplicate
original of all agreements covering sales for them;

{g) other records which the department considers
necessary for the proper enforcement of this chaptere®™

Section lée. Section B1-23-405¢ MCAy is amended to
read:

"81-23-405«. Violations made misdemeanors -- penaltiese
{1) A person who producesy sellsy distributesy or handles
milk in any ways except as a consumers without a 1license
from the department as required by this chapter or who
violates a tawful rule of the department or board is guilty
of a misdemeancor punishable by a fine not exceeding $500.
Each day®'s violation is a separate offense.

{2) The district courts have original jurisdiction in
all criminal actions for violations of this chapter and in
all civil actions for the vrecovery or enforcement of

penalties provided for in this chapter. A1l of those
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actionss both criminal and civily shall be tried in the
district courte

(3) The county attorneyss in their respective
countiesy shall diligently prosecute all violations of this
chaptere

14} _The .pepnalties _provided by this chapter extend to
retailersa”

Section 17« Codification instructione Section 11 is
intended to be codified as an integral part of Title 81,
chapter 23y part 3¢ and the provisions of Title 81, chapter
23y part 3, apply to section 1l.
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