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EXHIBIT A-I 
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Assembly Bill No. 910 

CHAPTER 927 

An act to amend and renumb'er the heading of. Ohapter 3 
(coT1!mencing with Section 62801),. Pari 3., 'B"ivisi<J1" 21 of, 
to add Ohapter 3 (c"Ommencing ·with Section 62700) 10 PGrl 
3, Division 21 ·of, dnd to r.iJpeatArticle 16 (commencing with 
Secli6n 6;2271) of fJhapter 4, Par.t 3, Division 21 oil the 

I Agricultural &o1-e as propos~d £1/ Senate Bill iN o. 1, relating 
10 mil~"and maki1)g an ~ppropria~io1t. lh:erefor. 

[Approye,!1 EY G,o.Y!;lrnor Ju ly 27, 19,67. Filed with ~ 
. SccTcto.ry qt'. State July 27, lD67.) 

- . 
The people 0' the Slat. 0' OaliforniG do enact 'as follows: 

SECTION 1. Al:ticle 16 (colIlnie';cing "Citn. Section 6227.1) 
oJ' Cllapte. 2, Part "3, DiviSion 2:1 6£ the Agricultural Code, as 
'proposed by Senate Bill No.1, is rep~aled. 

'SEa. 2. The heading of ehapter 3 ~commencing iWi,th Sec· 
. tion 628"01)", Pait 3, Ll1",ision 21. of the A'grlctiltural CO-de 

as propose_d by Senate Bill No'. 1, IS amended and renumbered 
to read : 

CHAPTER 4. MARJ<ETlNG OF EDmLE NUTS 

SEC. 3. Chapy;r 3' (commencing with Section 62700~ 1s 
a.dded to '[lart 3, DwsioI> 21 of tlie kgricultural Gode as pro­
posed by 'Senate Bill No. 'I., to read': , . 

CliAP'rER 3. EQUALIZATION POOLS 

62700. The production ani! distribution of fluid milk and 
fluid cream is hereby declared to be a business a:ffected with 
a public. interest', The provi1ions of tiii~ chapter are ~nacted 
in tbe exercise of ,tlie police ' powers of this state fpr the pur­
po?e of protectihg the health and welfare of thc p eople of 
this state. 

62'7.01. It is bereby declared that fluid milk and fluid 
cream are necessar:y articles of food for human consumption j 

that tbe product,ion and maintenance of an adequate supply 
of bealthful milk of proper chemical and pbysic!'l content, 
i,ec from contamination, is vital to public bealth and welfare, 
and that the production, transportation, processing, storage, 
distribution and sale of fluid milk and fluid cream in tbe 
State of California is an industry, in whole and in part, 
afi'ectingpub'lic bealth and welfare; that unfair, unjust, de­
structive and demoralizing trade practices have appeared 
within this industry and these practices constitute !' menace 
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to the health and welfare of tpe inhaBitants of t'his state by 
threatening the stability of this industr:J; and by. thereby. 
endangering the assurance to the p~opre of tbe State of Cali­
fornia of the maintenance of an adequate supply of tlii. 
necessary commodity; tbat it is a poliq)!> of ibis state to pro­
mote, foster and ehcourage the intelliEent productIon, and 
orderly IDl!I'keting of commodities necessat:y' to its citizens, 
including fluid milk ·and fluiCI cream, and to eliminate specu­
lation, waste, improper marketing, unfair and desttuctive 
trade practices, and improper accounting for milk purchased 
from producers. 

62702. It is r ecognized by the I,egiSlaty.re that currently 
the powers. conferred ~poll tfie dire,ctor by Ghap.ter 2 (com­
mencing with Section 61801) of. this part are inadequate to 
enable the dairy industry to correct eJOisting evils, dev.elop 
and maintain satisfactory marketing con:llitipns, and bring 
about ;and mliliitaiD. a reasonallle amount of stability and 
prosperity in the pr oauc§.on of fluia Jiilk ana 'fI~a cream; 
and that to accomplish these p,llrposes, and gar.bciilarLy to 
insuie to consumcrs witbin €\alifornia 'an ade-quate and con­
tinuous supply of pure, ge.!!]>, and wHotesome J.Ililk at fair 
and. reasonable prices, including a reasonalile estimate of the 
additional supply wh'ich is needed to provide for normal fluc­
tu~tions in production and in consumer demand for such 
pro.ducts, such powers must be supplemen1:ea by llie pow,er s 
conferred in this chapter upon the director to equalize gl:ad­
ually the distribution of class 1 usage among tlie producers 
of this state, 

62703: 'In effectuating the purpofles of 
duction base and a pool quota shall lie 
producer pursuant to Sectiqn 62707, The 
bases and 'their functions shall be as 
plan formulated by tlie director 
this chapter. 

a Ilr o­
each 

these 
Ilooling 

the proyiSions of 

. 62704. The dire'ct9r is authorized to develoll a Ilroposed 
pooling plan aud to designate the propos'ed areas in which the 
plan will be made effective, He sliail appoint fluid niilk pro­
ducers, and repres~tatives of p'Toducers, to be the members 
and alternate members of a formUlation committee, reason­
ably representative of all producers an_d areas to. be included 
in such proposed pooling plan, which com'illittee shall ad­
vise with and assist the a",ector in the establfshment of the 
proposed pooling plan area and in ,tlie fbrmulation of the pro­
posed pooling plan .. Su~ pooling plan s\iail include .11 aveas 
covered by stabilization and marketfug plans under Chaprel' 2 
(commencing witb Section 6180i) o.f this part e:;cept any rela­
tive!y isoJnt.d region of the state may be excluded tbercfnom, 
if the director' after ~ public hearing finds that the inc1usion 

-3-

of the region is not practical or in conformity with thc purposes 
of the pooliIig plan, or if he finds that the producers ill any 
such relatively isolated region do not deSire to be a part of 
either their own or one of the pools. ' . ' 

62705, After the director, with the adVlce and aS51stance of 
the formulation committee, has formulate? the proposed plan, 
which shall be within 90 days of the effective date of thiS chap­
ter lie shall hold one or more public bearings in each proposed 
po~ling area to be affected by. the proposed plan for the pur­
poses of consider.ing modiflcatlOn of t~e proposed bouudanes 
and formulating the pooling plan whICh Will best ,accomphsh 
the purpo.ses of this chapter. N~tice of such puhhc heanngs 
shall be given to each producer, lDcluding ,each member of co­
operative marketing associations, who . ships flUl~ milk to a 
distrihu.tor and to e .. h distrib)ltor who receives flUld milk from 

I Rroaueer'!, The procedures Eor, the giving of notice and tbe co:,­
ducting of such hearings shall be the same as those prOVided 10 
Article 13 (commencing with Sechon 62181) of Chapter 2. of 
this part for public hearings on stabilization and marketlDg 
plans. , h l' 

62706, The pooling plan shall prescnbe t e poo 109 area 
to be covered by each pooL Any such pooling area shall mean 
and include a large sales and consuming center together with 
all intermediate and secondary cities, towns and rur~l areas, 
wliicb depend upon and receive their fluid milk s,!pplies fro~ 
a common proaucing and supply area, and lDcluding the flUld 
milk producers who 'Produce fluid milk fo: such sal~~ and con­
suming area, and includinll the flmd milk pr?CesslDg plants 
which receive, process or distIlbute the flmd milk supphes for 
such an area. 

In establishing pool areas the director shall take iuto con­
. sideration the fact that some producers and processor~ may 
produce 'or process and distribute, r espectively, fluid IDllk for 
more th~n one pool area and therefore may qualify for inclu­
sion and participation in more than one pool. Producers who 
so qualify for participation. in more than on~ pool shall be p~r­
mitted to do so on the baSIS of the ,proportlOns of thelI ship­
ments of fluid milk to each pool area. 

62707, The formulation committee shall make recommenda­
tions to the director for inclusion in the pooling plan, and the 
director shall include in the pooling plan, the following: 

cal The establishment of one or more pools throughout the 
state, , . 

(b) The base period to be used by the direetor in determm­
ing the production and class, 1 usage bases of each ~roducer 
directly affected by the pooling plan. Such base penod shall 
mean an historical period of fluid milk production for) and 
usage in, the pool area which the committee finds is reasonably 
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equita?le to ~ll producers directly affected by the poo1ing plan, 
and mil te:,d to eff~ctu~ta the declared purposes of tliis chap­
ter, The h,stor"cal per-lOd shall not Include any production 
after iT anuary 1, 1:967. 

All to. a producer south and east of San GorgonlO Fass hiB 
productlOn base may at his option, be four times his produdtion 
m the months of December, 1965 and January and February 
1966. ' , 

If a producer, during an~ such liase period had a'valid 
contl'.a~~ .with a distribu:to~., or as .a member of' a coo'p~er,ati;ve 
asSOCIation had an allocatlOn, which provided that the dis­
tnbutor or cooperat~ve ~oeio.tion was required to accept a 
larger amount of flUId milk from such producer than the pro­
ducer actually produced during such period, on proof satisfac­
tory to th~ dIrector of such contract or alloc~tion, the nroducer 
may, at h,S optI~n, have t~e amoun1t,spe<>ified in the contract 9r 
allocatlOn estabh~h~d as h,S productlOn base. 

(c) The establishment .of '\ class 1 usage for each producer 
which shall be the amount of his produc£io.u of fluiiJ. milk ac: 
counted i.or as class 1, and any, fluid milk sold for Use as class 
1 to a United States military inst!illat'lon but which "'as not 
accounted for as class 1. 

(d) The allocation to eaoh produc", ";thin any pool of a 
pool quota, which, initially, shall be 110 percent of that pro­
ducerl~ class 1 usa,ge, ~s determined in subdiviSion (c). 
. (e) fhe determmatlOn 'of new class 1 usage and the alloca­

tIon of !l0ol quota based tljereon in a manner consi'stent with 
effectuatmg the pur-poses of this chapter., 
• All producers who have. not reached the e!jualization point \ 
shall share m such alloC8t101). of pool quota on the basis of a 
formula whIch shall giv.e substantial weig)It tg eacn producer's 
productIOn base, but WhICh at 'th.e same time shall allocate a 
larger percentage to hardship cases anil lQ:W class 1 usage P"O­
dqeers. 

Such allocations shall ·be made on tne hasis of each inaividual 
p.roclucer, with each cooperati:ve asso'eiation consider-ea as a 
smgl~ producer. The cooperative association_s of pI'OdUCeFs shall 
reassl~ any new quota to their own members subject to the 
prOVlSlODS of Section 62710. 

No alloc.tion shall be ma'de t.o"any producer ior any new 
pool.quota m excess of the ell]la:lization point as e'"l)ressed in 
subd,VISIon (c) of Section 62712. 

Annually, within not more than tWo months after August 
31 of each rear, the pool quota shall be adjusted to r eflect any 
such add,tlonal pool quota. It is intendea that such increase 
shall gener ally reflect the. incr-eased class 1 usage >yhich de­
vel?ped dunng. the precedmg yea" adJusted for the director's 
estImate of class 1 requirements for the succeeding year, alIo-
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cated in the manner specified in the pool plan. There shall be I 
no downward adjustment of pool quota below the quota ini- ), 
tially established pursuant to this chapter. 

(f) The establishment of production bases and pool quotas 
for new fluid milk producers who wish to enter the pooling 
plan after the effective date of the plan. The recommendations 
of the committee shall be reasonably equitable to both such new 
producers and to participating producers and consistt:nt with 
effectuating t he purposes of this chapter. 

(g) The transfer of production bases and pool quotas from 
one fluid milk producer to another under conditions so de­
signed as to prevent abuses in such transfers and to avoid the 
development of excessive values for sueh bases and quotas. 

(h) Any and all other matters nec"qsary and dcsiJ:able to 
effectuate the provisions of this chapter. 

The recommendations of the formulation committce and thc 
pooling plu.n may provide exceptions from the plan's general 
'IPplieation for individual eases of hardship. 

62707 ,5. 1£ a portion of the pool quota of any producer is 
t.rausfeI'fed. it shall carry with it the same quantity of produc­
tion base, and the producer making a partial transfer or his 
pool quoia 'haU lose a percentage of his production base equal 
to the percentage or his pool quota which is so transferred. If , 
8. producer trnn~1trs his entire production base to one person, 
hiG entire ponl quot.a sh(lll also be transferred to tbp. recipient 
of the production br.se, and; if a pruduce.r transfers his entire 
pool quotA to ODI' percson, his entire prodllction base sh~·ll ' also 
lie transferred to the recipient of the pool quota . 

All trRnsters of production base and pool quotn ,hall 1,. 
record~d by the direct"" in a mflnner consistent with tho pur­
poses of this chapter. Permanent records .han be maintaincd by 
the director of all transR{'.t.ions in either production base or pool 
quota. 

.Any pe1'80n who purchuaes or ot.herwise a(',quires a pro­
ducer's business or a portion of a producer's business prior to 
tJlf" operative date of the pooling plan shall succeed to that 
same proportion of the producer's production base and pool 
quota. 

62708. "Produeer-distributor" for purposes of this chnpter 
is !l.D¥ person that is both a producer and a d:ist.rihutor of 
fluid milk or fluid cream. For the purposes of thj, chepeer " 
pl'oducer.dist.ributor is a producer in nny trallsaP..tion which 
involves the delivery of bulk fluid milk or bulk fluid C'i'cmu 
which was produced by him to n distributor, or any nonprofit 
cooperative association of producers and is a distributor in 
any transaction which involves the purchase by him of fluid 
milk or fluid cream: the pasteurization or packaging of fluid 
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milk or fluid cream, or the sale ·.or deliver y of packaged fluid 
milk or packaged fluid cream to :,n~ person. 

A producer-distributor, including parmerships or ' corpora­
tions with common ownership', where the ownership of the pro­
i1ucing entity is substantially proportionate to the ownership 
of the distributing entity, shall ha,,,e the option, 'at the Wne of 
tbe adoption of the initi1i.l ltooling plan und~r this ch.apter, to . 
have a production base and pool quota established as a part of 
the pooling plan prcivide'a.,for in this chapter;, or to elect to op­
erate eutirely outside of the pool for woducerp~yment pur­
p'oses. This· option is a:vailable only in such case. where the 
producer-distribut?r on a-anua"! I, 1.967, exercised comple:~ 
and exclUSIve control over, tne operatIOn and management of 
a plant at which he processes milk received Hom his O;\\lll milk 
production faCilities, except for purchases in bulk or 1>ackaged 
fluid milk, fluid skim milk or fluid creaID wJll'ch do not .exceed 
an annual average of 50 gallons per day or 5 percent of 
his total fiuid milk sales, wliichev,er is greater; and only in 
such case as the producer-distributor had r etail sales for ·its 
Own account of' not less than 66fr percent of its total clliss 
1 sales. • 

Any producer,distributor, as herein defined, electing to be­
come a part of the pool shall have tli'e dght to deduct his 
entir.e pool quota from his own. class 1 sales before being 
reqUlrcd to account. to the .pool, in.espective of the fact that 
the average class 1 .us~g~ lin the popl for tnat mo;rth may be 
less than 100 percent of the p.oOl quota in that :(loal. 

Any producer-distributor electing, to !Je~xCluded from the 
pool may at any later time .he ad.W:-tted to. the pool, but with 
only the pl'oduction base and pool quota' to which he woUld 
have originally be~n eW:itl~d. 0; 4is eristilig production and 
class 1 usage at the time of sueh' admittance, wliicliever is 
less. . . 

62709. Producers who do not, in the months oj! Septem­
b,er, Oct)?ber, and November. of· any year, market' tlie amount 
of fluid milk equal to their ;pool quot"J,. shJll lose the produc­
tIOn base equal to the difference between the aver~ amount 
of mill, marketed and their pool guota. 

The provisions of this sectiQn shall not apply. to producers 
south and east of San ·G'orgonlo F.ass :or to woliucers on Del 
Norte, l!umboldt, and Siskiyou (;:ounties. The dir,ector may, 
waive tlie provisi.o~ of ihis section in any case rin which lie 
finds that productio_n was restr.i·cted by causes bey,ond the con­
trol of the indiVidual producer .. 

6.2710. T·he production base and the pool quota for 'milk 
shil?P~d through. a cooperative association shall belon~ to the 
mdlVIdual producer hut shall lie assigned to the custody and 
control of the cooperative associa:tion and the production 
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base and pool quota may be transferred only in accordance 
with the ar-ticles of incorporation, bylaws, or m~rketmg agree­
ments of such association. The Gooperative as~ociation sh.aU 
continue to be treated as a single producer, both for producer 
payment purposes and for pool settlement purposes .. 

62711. Each producer shall be paid. the hi~hest usage for 
that amount of his fluid milk productIOn whlCh IS equal to 
his pool quota and shall be paid tbe next hi~hest usag~ for the 
difference between his pool quota and hIS productIOn base 
under the production pool hereinafter designate~ and the 
low.est usage for all milk produced ill excess of hIS produc­
tion base under the overpro.duction pool heremaft~r deSIg-
nated. . 1 d 

62712. (a) 'l'he dir~ctor may requi:e distributors, me u -
ing cooperative assomations. acting as d~trlbutors, to make re­
ports at such -intervals and ill such det~il as. he finds necessary 
for the operation of the pool. In conJunctIOn WIth the P?ols 
authorized by this chapter, the duector may reqUIre d~strIbu.­
tors to make payments into a settlement fund fo~' f1Uld mllk 
received and the director may prOVIde for the dIsbursement 
of moneys from the settlement fund in the course of admmIS­
tering suo.h pools. The director may employ a pool manager to 
operate each pool and may permIt such· pool manager to em­
ploy such other necessary perso~el and incu~ such expenses 
incidental to the operation of the pool as the dIrector finds are 
necessary. 

Distributors who- have a financial obli"ation to the pool 
r esulting frpm the operation of the poolwg piau shall pay 
sucli obligations to the pool manager each month as requested. 
All of such moneys shall be deposited in a bank or banks 
approved by tile director, and shall be paid out by the pool 
manager to distr.ibutors wp.o have pool cre,ruts ~esultmg f7"0m 
the operation of the pooling plan. All financlOI .operabons 
of each pool shall be audited by Department of AgrIculture at 
least once annually. The director may reqUlre dIstrIbutors to 
ma:ke such deductioDs from amounts due to producers as h.e 
finds are necessary to estab~ish a reserve fund to insure prompt 
payment to producers. . 

(b) The pool manager shall effectuate the purposes. of Sec­
tion 62711 by designating the percentage of each prIce class 

. (Le., classes I, 2, and 3) to be paid within each pool settlement 
classification (Le., quota pool, productlOn pool, and ov~rpro­
ductiou pool), and in so doing he shall allocate the highest 
usage available, first to the quota pool, next to the productIOn 
pool, and last to the overproduction pool. 

(c) All 'pool quotas initially determined pursuant to Sec­
tion 62707, except as mQdified i>ursu.n~ to S~cb0I?- 62709, sbaU 
be recognized and shall not in any way be dimInIshed, and all 

/ . 
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quotas shall not hereaftar be increased beyond 95 percept of 
the individual's production base. ThiS 95 percent sllall be aesig' 
nated the" ~qualization point." 

(d) When the pool quota of every producer in .. pool bas 
reacbed the. equalization point any additional class i usage 
sball be ~pportloned among p'roducer-s of tbe adjacent> pool or 
pools selectcd by the direct'!>r as most appropriate for carrying 
out the purposes of thi~ chapter. 

62714. After the director bas esta15lisbed pools, eacb ruB­
tributor shall report to the director l·be total production bases 
an\! total pool q.uotas of th~ producer~ that are shipping to the' 
distributor and the total rece!'pts and class 1, class 2, and 
class 3 lisage of the distributor 'and any other infQ.rmation 
determined QY tbe director as necessary to car-ry out the opera­
tion of the pool 

62715. Any individual distributor purchasing milk from 
a producer shall continue to ha"e tbe rigbt to specif" quality 
requirements that are more str.ingent than standards sel by; 
public regulatoty or health autitodties, and to specify these 
standards in a contract with the produ'Cer., pr ovided that all 
contract quality requirements by the dI'striliui9r are iaentical 
as to all producers under contract with that dis.tributor. The 
distributor may reject mille for clas. 1 purposes if it fajh; to 
meet these specified st.andar~, nud may eon·iinue to rej,ect such 
milk continuously until it again meets these standar'ds . .A:n.y 
such rejected mille ·mus} be pickcd up seph"afely from all other 
milk, and the contract shall givc the producers the unqualified 
right to sell this rejected mille tl} oth"s, ln tbe event the reo 
jected mille is not sold or used fa), class 1 purnoses, the pro­
ducer's pool quota shall be reducea b" an amonnt equal ,to the 
"mount of pool quota mille rejecje.d during tbe l'!eribd in ""hiob 
it is rejected. The producer's pool quota shall be restored to its 
full amount when 'all his P,roduction ' meets the specified 
standards. 
.' T~e qu;Uity standards specifi,ed shall be subject to review 
by ille duector, and the purported fail,urc o£ a producer t<> 
meet these standards sball be sUDject to impartial laborator.y 
t.ests or sllch other procedures as tHe director may find neces~ 
sary to'prev('nt abu.'3e . 

62716. Following the requir~d hearing, the director shall 
submit the pooling plnn to proa..ucers concerned for their ap· 
proval or ilisapproval in a statewide r efer end.um. 
. The approval o~ rusliPproval of individusl producers voting 
ln'this refer.endum shall be kept confidential. 

Eacb producer shall ha~e one vote and such "ote shall be 
individUlilly cast so that there will be no blpck ,voting. Thc 
dn-ector shan prep'are a hallot. Tbe ballot form shan be suli· 
stantiany as follows . 

" 

" 
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Ballot 
• 

Shall the proposed pooling plan be made effective j 
Y'es ________ No _______ _ 

T.he rurector may. reveal the names of producers whose votes 
have been r eceived to both proponents and opponents of the 
plan. 

The referendum shall be set for a period of 60 days, The 
director may at his own discretion or upon a proper showing, 
extend the referendum for· it period not to • .xceed 30 .~ays. . 

627,17. If the director finds that producers on a stateWld.­
basis have assented in writing to the proposed pooling. plan 
submitted to them for assept, tbe director shall place the pro­
posed p.ool plan into effect. The director shall find that pro· 
ducers have assentad to tbe plan if he finds on a statcWlde 
basis that, 

(a) Not less tban 51 percent of tbe total number of .ligible 
producers in the state shall have voted in the referendum; and 

(b) 65 percent or more of the total numbe!' of eligible 
producers wbo voted in tbe r eferendum wbo produced 51 per­
cent or more of the total amount of fluid mille produced ill 
1966 in the state by all producers wbo voted in refercu(\nm 
appr.ove the plan; or 

(c) 51 Rercent or more of the total number of cligiblc ?rn· 
ducers who voted in the referendum who produced 65 perr,. 'nt 
or more of the total amount of fluid mille produced in Inr.6 
by all producers wbo voted in tbe referendum , dPPTo\" <il>' 
plan. . , 

If the plan is not approved ~ the director may resubmlt tne 
plan, or f:lubmit a new plan, at any time after siX months from 
the date t:he director annOU1lces the pool plan was not ap­
yro"\Ted. . ' . 

The direcwr mav amcnd the plan, after nobce and pubhc 
.nearing bas been given in the same manner as is provided in 
Anicle 13 (commcnc~g with !;lection 62181) of Chapter 2 of 
this part for stabilization and marketing plans, jf he fiuds 
that the umendment i. necessary to effectuate the purposes of 
this cbapter/After the hearing. the director upon his own 
motion may make nonsubstantive amendments to the plan. The 
director m~y malee substantive amendments to the plan only if 
producers assent to the proposed amendments at a referendum 
conducted in the same manner and in tlle same number as pro· 
vid.ed for the r eferendum approving the pooling plan, 

The director may terminate the plan on a statcwide basis 
after notice and public hearing has been given in tbe same 
manner as is provided in Article 13 (commencing with Sec· 
tion 62181 ) of Chapter 2 of this part for stabilization and 
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marketing plans, if he. lin~: that th.e pl~ is no lo:,"ger in con­
formity with the standards de~crlbed ill, 01> Will ,:ot tend 
to effectuate the 'plll'poses of, tlhs q!lapte~. Such hearlDg mar 
be held upon the motion of the director, and shall be h:l.a 
upon receipt of a petition Signed DYi p.!gducers l!epresentlng 
not less than·'25 p.ercent .of ·tlie total number .cif all producers 
and not. less than 25 percent of ilie total productlOn of all 
producers. ~ . . 

The director shall submit the ter-mination of the plan on a 
statewide basis-in, ~ referendum eonauct~a in th.~ same m~er 
as provided for initial aHproval of sucli phill if, after. noti~e 
and public hearing haS he.en given in the same manner as IS 

provided in Article 13 (commencin~ Willi Section ?2181,) of 
Chapter 2 of this mart .for stabih,ation and llDarketlI!g plans, 
he finds that a substantr.l questIon exIsts as to whether ~r not 
producers de~ire 0e p1an to. ~o:,-finue and S!'~n subDilt the 
plan for terminatIOn upon receIpt of ~ p~titlOn r equestmg 
termination si@ed by producers reHresentlDg not less than 
·25 percent of ilie total nuDiber of all prodllcers ana not less 
than 25 perc'lUt o~ the tot.al produc~on. of .all producers. The 
plan shall be ternilDatea if termlDati9.n IS favor ed by the s~e 
percentage of producers p~oducing the same amount of flUld 
milk as r equired to initiate the plAn. . . 

62718. The pools established shall be admuuster ed by the 
director. Each distr.ibutor sliali deduct from moneys owed 
producers and pay to the director ilie !!!A.ount necessary to 
cover the cost of administering t1ie.'jlool plan, ll.ut not to ex­
ceed two cents ($0.02) per hunili'edweiglit of fluid in:ilk. 

The amount of such f~e shall be paia to the director on ?r 
before tbe 30th day follo:wing the Illst day of tbe month lD 
which such fluid 'milJi: o~ fluid cream W8jl rec~iyed. 

The director inay fix such fee at a lesser amount and may 
adjust such fee from time to t1me. \. 

In tbe event any diStributor fails to pay to the dIrector. the 
fee provided for in this section on 0]' before the date. sp~cified 
in this ·section the director may add to snch unllaill fee an 
amount not ex~eeding 10 percent of such unpaid fee to defr~y 
the cust of enforCing the collection of such unpaid fee. Tj).e 
distributor shall not be entitled to pass tbis p.enlil.J;Y on to the 
producer. . . . . . 

.All moneys r eFeived un"der th;t l:lroVlSIOns of t~ se~tion 
sball be deposited in the State Treasury to the cr edit of tbe 
Department of Agriculture Fund. ,. . 

62719. The direct!>I sh.all, from nommatlons submItted liy 
producers, appoint a review board co~posed of no less than 
12 members to advise Ihm in the adniliiistratlOn of the pool 
plan The director shall ap'point three members of the first 
board for a one-year term, fur:ee members ,for two·year terms, 
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three members for three-year terms, and three members for 
four-year tel·ms. Thereafter all appointments sba.ll be for a 
ter.m of four years and no member may be appointed to more 
than two four-year terms. Tbe board members shall be pro­
duce~s ~nd not more than three may be producer-managers of 
aSSoClatlOns and not more than two shall be producer-distrib_ 
l1:tors. The board members shall give proportionate representa­
tIOn to ~ll areas of the state, with due regard to tbe relative 
productIOn and usage of fluid milk in the various areas of the 
stete. Each member of tbe review board shall be paid not less 
than twenty-five dollars ($25) or more than thirty-five dollars 
($35) per day plus tr!'vel expenses, including expenses for 
lodgmg and meals, w1nch are incurred in the attendance at 
board m~etings or in conducting the business of the board. 
~ per diem and expenses heing subject to approval by tb~ director. 

62720. No .pooling plan formulated pursuant to this chap­
!er shall restrIct tbe free movement of fluid milk and no pool_ 
~g I?lan sha~1 result in an unequal raw pr oduct cost between 
di~Ilbutors lD the same marketing areas. 

627.2~. No pooling plan shall control the production of 
limd. milk except lDsofar as may otherwise be specifically au-
tho=ed m thlS cbapter . ' 

62722: P ooling plans shall not apply to the production of 
goats mIlk or producer-distributors Who .produce and sell less 
than 200 gallo,": Sf t\uid milk used for class 1 purposes per day 
unless the:r specificall:y request entry into tbe pool at the time of 
tbe adoption of the initial pooling plan for tbat area Pro­
duc .. rs of certified milk or guaranteed raw milk shall ha~e the 
optIon, at the tIme of the adoption of the initial pooling plan 
under th,S cbapte~, to be subject to such plan, and accordingly 
to have a productIOn base and pool quota established for such 
producer, or to be excluded from such plan 

. (a) Any sueb producer of less than 200 gallo~s of fluid 
milk per day, or any such producer of certified milk, or any 
such producer of guaranteed raw milk, electing to be excluded 
from ~uch plan, may at any later time be admitted to the pool, 
but wltb only the production base and pool quota to which he 
~ouid have orlgmally been entitled or his existing produotion 
and class 1 usage, whic·hever is less. 

(0) Any producer claiming eX~!Dptions from the provision 
of any po0l!tig pl~n by reason of tbe provisions of Section 
62708 or this .sectIOn, who loses his exemption by failure to 
meet the reqUIrements for exemptions set forth in tbose sec­
tIOns shall automatically be deemed to bave applied for and 
become a part of a producer pool on September 1st following 
an)' year .ended A.ugus~ 31st during which the director deter­
mlnes he IS no longer entitled to exemption, and his admittance 
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into such a pool shall be on the basis of the nroduction base and 
pool quota calculations as set for.th in those sectrons. 

62723. Unless the contelOt otherwise requites, tbe defini­
tions contained in Chapter 2 ~.commencing with Section 61801) 
of tbis part govern the cOJlstruction of ·this, chap,ter, 

q2724. This chapter does not modify the proyjsions oll 
Cbapter 1 (commencing wi~h Sec.tion 61301) nor ·Chapt.er 2 
(commencing with Section 6180i7 Q.f tliis part, except as' may 
be necessary to effect the purposes of this cliapter: Id' necesSary 
to effect the purposes of tbis cRagter, the dire<\,tor, in establish­
ing the minimum prices which shall be naid for iluid milk to 
producers, may establish m1nimum :producer .prices. almlicable 
at the producer's place of nrodu.ction. 

62725. The director is aufRorized to lise moneys in the 
Department ' of Agriculture Fluhd derived fr.om assessments 
and fees collected pursuant to pr.ovisionS of Chapter 2 (com­
mencing with Section 61801) of this par.t, to the extent neces­

. sari to defray the expenses incident to the foymulation and 
making effective the pooling plan pursuant to this challt~rl; 
provided, that as soon as . suffici~nt moneys 'are available bom 
fees collected pursuant to this chapter, all such amounts shall 
be repaid . 
• 627.26. The direetor is the instrumentality of this state for 
the purpose of administering and en£orcing the provisions of 
this chapter and t.o execute the legislative intent which is 
expressed in thi., chapter, and is 'hereb~ lIested with the ad­
ministrativ~ authority which is aescribea in this chapter. Not­
withstanding other laws to the contrar.y, in t'he event, a milk 
morketing order under the jnr\sdiction of the United States 
Department of Agriculture or other appropriate federal agency, 
is created by referendum or under the applicable lams and 
procedm'e,q I'elating thereto, in this' state or -in any geographical 
area '\vithin this state, the provision~ of this chapter or any 
ptn·t thereof which is in conflict with such federal order,. or 
whlch is lmnecessary or is a duplication thereof" shall be suS­
pended in tbe gcographical area covered by • .nd duriI!g the 
existence of such federal order. Tohe' director shall take such 
steps and procedures as' are necessary to wind up an,d conruude 
,the .administration and cnforcemen...t of the p'roY1sions of this 
chapter, or any part thereof, prior. to the snsl?cnsion date. . 

62728. The director shall terminate any pooling Vl"ll in 
effect in any marketing area without notice or hel1ring at any 
time that there ceases to be a st.abilization and marketing plan 
in force and effect in such mar.-keting area, establishing mini­
mum prices to l)e paid to 1>toducers, unless minimum prices 
payable by distributors to producers for fluid milk in such 
ID .. 'kcting area are subject to a federal. milk marketing agree· 
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ment or order which is Dot in conflict with, or in duplication 
of the pooling plan. . 

'62729. The director or his assistants, depulles, a!;ents, or 
other employees· are authorized to travel out·of-state m order 
to carry out th~ purposes of this ch~p.ter. . 

627-30. Any violation of any provlSlou of th,S chapter, or 
any r egulations adopted pursuant to th,S chapt,,: shall be 
punishable and shall have the same effect, as a Vlolatlon of 
Chapter 2' (commencing with Section 61801 ) of Part 3, of 
DiviSion 21. . 

62731. This chapter shall be known as the GonsaJves Milk 
Pooling Act. 

o 
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DE~UTIES 

You have asked several questions which we will 
state and consider separately. 

gUESTION NO, 1 

How would Assembly Bill No. 910, as amended in 
the Senate June 27, 1967, change existing provisions of 
law in the area of milk stabilization and marketing which 
govern contracts betlveen producers and distributors; 

OPINION A~D ANALYSIS NO, 1 

Chapter 2 (co~~encing with Section 61801) of 
Part 3 of Division 21 of the Agricultural Code* contains 
provisions relating to the stabilization and marketing 
of fluid milk and fluid cream and Section 62048 specifically 
relates to the requiremen~that a contract to purchase fluid 
mi.lk from a producer must contain. Section 620'f8 provides: 

"62048. Except as otherwise provided in 
Section 62050, the purchase of any fluid milk 
in excess of 200 gallons monthly from any 
producer unless a written contract, which 
complies with all of the requirements "\o]hich are 
prescribed by this section, has been entered into 
with such producer is an unfair practice. 

* All section reterences are to secU.ons of the 
Agricultural Code as proposed by Senate Bill No.1, 
or as proposed to be added to the proposed code by 
the bill under consideration. 
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"The contract shall include all of the 
follm'Jing: 

JJ (a) The 8mount of fluid milk \vhich is to 
be purch8sed for any period. 

"(b) Except as othenvise provided in th'.s 
subdivision, the minimum quantity of such milL 
which is to be paid for as class 1, if any is to 
be purchased for class 1 purposes. The quantity 
shall be stated in pounds of milk, pounds of milk 
fat, or gallons of milk, unless the price which 
is to be paid for such class 1 milk is established 
separately for tile milk fat and skim milk which is 
contained in such milk. If it is, the quantity 
which is to be paid for as class 1 shall be stated 
in pounds of milk, pounds of milk fat, or gallons 
of milk, or both in pounds of milk fat and pounds 
of skim milk separately. 

"In any marketing area where an equalization 
pool is a part of a stabilization and marketing 
plan, such contract need not specify the quantity 
of milk to be paid for as class 1. 

"The minimum quantity of milk which is to be 
paid for as class 1 shall be not less than 70 
percent of the total quantity provided in the 
contract to be purchased at a milk products plant, 
and not less than 60 percent of the total quantity 
of milk fat, or the total quantity of skim milk 
components, but not necessarily both, provided in 
the contract to be purchased at a country plant, 
as defined by the director in stabilization and 
marketing plans. 

"Cc) The price to be paid for all milk which 
is received. 

"Cd) The date and method of payment for such 
fluid milk, which shall be that payment shall be 
made for approximately one-half of the milk 
delivered in any calendar month not later than the 
first day of the next following month and the re­
mainder not later than the 15th day of that month. 

"Ce) The charges for transportation if hauled 
by the distributor. 

"Cf) A proviso that no milk which is received 
within the total quantity provided by the contract 
to be purchased for any period shall be paid for 
at less than the minimum price for fluid milk that 
is used for class 2. 
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"The contract may contain such other 
provisions as are not in conflict with this 
chapter. A signed copy of such contract shall 
be filed by the distributor with the director 
"ithin five days from the date of its execution." 

A.B. 910 very generally provides for the develop­
ment of an equalization milk pooling plan with the establish­
ing of base periods, production and usage bases for each 
producer, and pool quota for each producer. Each producer 
will be paid the highest usage for that amount of his fluid 
milk production ,vhich is equal to his pool quota and shall 
be paid the next highest usage for the difference between 
his pool quota and his production base, and the lowest 
usage for all milk produced in excess of his production base 
(proposed added Sec. 62711). 

Until such time as the pooling plan is developed, 
we of course cannot determine what exact effect its provi­
sions will have on existing provisions governing contracts. 

Section 62724, proposed to be added by A.B. 910, 
does provide: 

"62724. This chapter does not modify the 
provisions of Chapter 1 (corrLmencing with Section 
61301) nor Chapter 2 (commencing with Section 
61801) of this part, except as may be necessary 
to effect the purposes of this chapter. If 
necessary to effect the purposes of this chapter, 
the director, in establishing the minimum prices 
which shall be paid for fluid milk to producers, 
may establish minimum producer prices applicable 
at the producer's place of production." 

As quoted above, subdivision (b) of Section 62043 
very generally requires every contract of this nature to 
contain a statement of the minimum quantity of milk to be 
paid for as class 1 and specifies a percentage of the milk 
\Vhich shall be paid for as class 1. Such provision might 
\VeIl have to be modified to meet the provisions of a pooling 
plan designed to carry out the payment provisions of proposed 
Section 62711. Since Section 62048 is contained in the 
Chapter 2 mentioned in proposed Section 62724, the effect of 
Section 6272<, I<couid be to modify Section 62048 "as may be 
ncccssary to effect tbe purposes" of the pooling plan provi­
Sl.ons. 
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Depending on the actual provisions finally con­
tained in the pooling plan, there may be other provisions 
of Chapter 2 which would have to be mudified to effect 
the purpuses of the pooling plan. Hrniever, the necessity 
for such modification and the extent thereof could only be 
determined after the plan is finally forl"l1ulated. 

QUE~:r:IQ~NO~ 

How does Assembly Bill No. 910 differ in this 
regard from Assembly Bill No. 2029 or Senate Bill No. 569? 

OPINION A~~ ANALYSIS NO.2 

Assembly Bill No. 2029, as amended in the Assembly 
May 22, 1967, very generally provides for an equalization 
pool plan as part of any stabilization and marketing plan 
(proposed added Sec. 62271). This bill would amend Section 
620/1·8 (quoted above) to revise the second paragraph of 
subdivision (b), which presently provides: 

"In any marketing area where an equalization 
pool is a part of a stabilization and marketing 
plan, such contract need not specify the quantity 
of milk to be paid for as class 1." 

This provision 1vould be changed to read: 

"In any marketing area where an equalization 
pool plan is a part of a stabilization and market­
ing plan, such contract shall not specify a quantity 
of milk in excess of any production base issued to 
the producer under the equalization pool plan." 

Also, A.B. 2029 would add a subdivisj_on (d) of pro­
posed Section 62272, to provide that an equalization pool plan 
may contain provisions for: 

"Cd) The suspension of the provisions of 
subdivisions (a) and (b) of Section 62048, and 
of any optional provision in contracts provided 
for in Section 62048, to the extent that such 
provisions are in direct and substantial conflict 
with the contract requirements for participation 
of producers in the equalization pool plan." 

Thus, A.B. 2029 differs from A.B. 910, in this 
regard, in that A.B. 2029 makes a specific designation of 
the contract provisions subject to modification. 

However, since under A.B. 2029 the precise 
modifications are only as provided in the plan, no 
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determination of the exact effect of these provisions 
can be made in absence of such plan. Likewise, the exact 
differences or similarities between a plan under A.B. 910 
and A.B. 2029 cannot be determined in absence of a proposed 
plan under A.B. 910. 

As to S.B. 569, which also provides for the 
fonnulation and es tabUshing of equalization pooling plans, 
proposed added Section 62294 would provide: 

"62294. Upon the effective date of this 
article, any other provisions of this chapter 
which are inconsistent with or contrary to the 
provisions of this article shall be deemed to be 
superseded by the provisions of this article." 

The chapter referred to is the chapter of present 
law governing such contracts. Thus, S.B. 569 provides for 
superseding of inconsistent contract provisions. Similar 
to A.B. 910, it does so in general terms, unlike A.B. 2029 
which more specifically designates the provisions which 
may be superseded. However, again, as with A.B. 910 and 
A.B. 2029, the exact effect of these provisions cannot 
be determined in absence of a proposed plan. 

It should also be noted that S.B. 569 contains 
a specific provision for the superseding of provisions of 
existing contracts, as distinguished from existing pro­
visions of la<" governing contracts, which are contrary to 
or in conflict with the provisions of a pooling plan 
(proposed added Sec. 62293). Neither A.B. 910 or A.B. 
2029 contains such a specific provision. 

QUESTION NO o 3 

Assuming a pooling plan under A.B. 910 is in 
effect for two or three years and is then tenninated, 
what is the status of a contract edtered into prior to 
the pooling plan which had a tenn beyond the date of such 
termination? 

OPINION AND ANALYSIS NO.3 

We find no provision in A.B. 910 which would 
annul or void any pre-existing contract. Even assuming 
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that under the provisions of a given pooling plan certain 
or all provisions of a given contract might, in order for 
the plan to operate, be inoperative or unenforceable, we 
find no provi sion \·Jhich \wuld annul such provi sions. There­
fore, although they mjght be inoperative while the plan is 
in effect, in our opinion OD termination of the plan they 
would then be as operative and enforceable as before the 
plan was instituted, C\ssuming no action had been taken by 
the parties to the contract to modify or otherwise change 
it to reflect the changed situation under the pooling plan. 

KLD:dn 

Very truly yours, 

George H. Hurphy 
Legislative Counsel 

.. - /!-- 'C , " ? .. - tI t 
." ''.----- .//. ";/,, //,.:" _ I] / 

By h/;1/; J htl;(f/i/;' --Cd !---
Kent L. DeChambeau 
Principal Deputy 

Two copies to Honorable Carley V. Porter and 
Honorable Stephen P. Teale, pursuant to Joint Rule 34. 
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Assembly Bill No. 1110 

CHAPTER 1192. 

[Approved by GOv.emQr ~pt~ber 3Q. 1m-, Filed with. 
, Secrebu,y of\<State Obto~ 1; 1?"f.V1 . 

LE£ISL>\TINE G1@I'JNSEL'S ElIJI:EST . 

AB UlO, K'eene. Mill<@ Q <lai1o/, Broduets: marketing.:' !'looling, 
(1) ;fh'e existmg la w, gener.aJ1y, un<ler (ile Iluiil ntilk anti cream 

stabiJization and marketing p..li.0'1sions, pr.ovides{er ilie}Feg).llati.on of 
maFRetihg'o( fluid m~and f1ui,fueream 'b,y the director anll~in~ludes 
the authorization for the director Ie pr.escri1;>e the minimum ppC?es 
to be paid by disrnbutors for fluid, mille or, cream and minimum 
whell'sale ,pribe~ for flUid m'lUl; ,ar fluid cream, 

ToRis bill would, ~er-J! generaIl¥" revise and restate ilie existing 
provi'sions, with substanftv.e (!hange~\ and do lin of tile follbwjng:­

.(aj Redefine the term "marketmfllk" far !1!ur.PQses;.ofthe Milk and 
.' Milk,'Products <A,ct. 

. (b) Delete the provisions auther,izing the dire~tor to ~stal;;JlShl and 
regulate minimum wholesllle p'fices of!l1uid milk or £Iuia cream, but 

. ,!-uihdrize telI\porary minimum prices under specified conditions 
and J,llake various r!"latea dj'anges. 

(!O) Req)Jire.tl\e'd\,Tector fo estllbl'ish minimum grices to be paid by 
, handle .. , as defined, for ffi'arket 'ntilk and market cream, as defID.W 

for purgoses of su~ proVisions, to gwiilucers ,in established market­
ing areas, authorize, the director to su~enq, and requ'ire him to 
terminate, minimum retail Hric~s in effect 'in an~ mar ketil}g aTe~ as 
specifie<'j, arid exdulle f1avored,nllIk proilucts Or mar.kethalf-and-'half 
whi9h is ultra-pasteurized I!'nd packaged ill he~metically sealed .con-
taint;rs from the provisions designaahg c1ass,l milk wider such provi-. . . 
sions, 

('iI) Reyjse the proviSions pe~ignat:i'1g the,factors to be cOl)sidered 
in establishing minimum prices af markebil:lilk to:t3e paid bx handlers 
to p·t!odtlc~rs anil the provioiol1s autl\or.iZing the establi,romi,nt of 

, prices for compone nts of mark:e.t .injlk in respe.ctiYe classes of milk. 
(eJ Authorize the director to establish different minimum prices 

to be paid by handlers to producers depending on certain spooified 

' 2 1110 20 14 
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conditions in any marketipg area. 
(f) Authorize any stabiliz~tion and marketing plan to Rrovide fQr 

minimum charges for various services .performed or. renaered by a 
nonprofit cooperativ.e association respecting class 1 market riillk sold 
or delivered to anpther handler. 

(g) Make various modifieations in the unfair practices provisions 
applicable to dismlmtors. 

(h) Delete the provi~ions authorizing the director to appoint a 
local advisory board for ,any mar-keting 'area to assist and advise him 
in matters relating to milk stabilization and marketing proviSions. 

(i) Delete the provisions requiring the payment of class 2 milk 
prices, as prescribl'rl, to producers for milk used for the pU11?ose of 
freezing and holding in cold storage. , 

(j) Delete t:jl.e provisions Rr.oviding for 'distributors' licenses. 
(k) Revise the provisions establishing bond req\liFements for dis­

tributors who purchase marke~ milk, and reYise t;Ile provisions estab­
lishing the' pro.cedure for recovering; claims on such bonds. 

(I) Delete the provisions establishing designated fe,es and rate of 
assessments that distributors who Rurchase or handle fluid milk or' 
fluid. cream are reqllired to· pay to the :direct"r. mar.keting of milk 
and other dairy products to pay a designated fee to the <lire,ctor, on 
all milk fat contained in the ice cream milo and ic"" mill< miot which 
is manufactured by him. . 

(2) The Gonsalves Milk Pooling Ac} prQYides for the establish­
ment of a pooling plan for fluid milk, inCludiqg provisions for estab­
lishment of pool quota for producers and for \Iualifying as !i 
producer-distributor, for purposes of oRerating Qutside the pe,el. 

This bill would requir.e the Director of Food and Agtjcwture en 
July I, 1918, to issue new PQol quota to bring specified holders of 
quota of that date to the' eq)Jalization point on Both the fat and 
solids-not-fat components of quo~a. Subseq,uent toJuly I, 1978, ilie 
director woul<;l be. r.equired ~o allocate new class I usage according 
to a .specified formula including allocation of 40% of such usage to 
producers who are equal to or abov.e the equalization Roint. 

This bill w.ould change the designation ITom RIOducer-distributor 
to produc,er-handler and would revise the conditions under which . 
producer-handlers who originally elected to ope"t;, outslqe of the 
pool to allow up to 25%, rather th,an 5%, of milk sold to be purchased 
from others, except that any purchases exceeding S!J'o of such sliles 
are required to be from peol sources, and to allow SO%, rather than 
66% %, to be for retail sales for its oWn account. It would authorize 
a producer-handler or producer of goats milk to I;>e excluded fijem 
the plan if daily sales are less than SIlO, rather than 200, gallons for 
class I purposes and 'providE> that any producer-baridler electing to 
become a part of the pool shall have the right to various prescribed 
deductions, applicable to such producer-handler, from its own class 
I sales, rather than the right to deduct the amolint of such quota at 
the time of such election from his own class I sales, before being 
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reqlilied to account to the pool. It would allow any pr,oducer-handler 
who qualifies under such Rr.Dvisions.for exclusion fr9f!l the pool, and 
is s.o excluded, to'ele.et during designated period.of any year· to enter 
the pool subject to design,l!ted provlsions. This bill w.ould also provide 
for allpcalion <if: a pool quota to' any producer'haridler who qualifies, 
for- exclusion from the PQol and who later. enters the pool. 

, Gl} Proviae that there shall be no reimbu~sement pursuant to 
Section 223'1 of the Revenue and Taxation Gode nor shall there be 
an ,appropriation made oy this bill for a specified reason. 

AppFopriation: yes. 

The people oF-the State 'of C;Uifornfs do eIlact as follows: 

SEGI1I@N L Section {l2510 of'the Fo.od and.Agriqultural Code is 
amended, to read: 

325'10. "Market mil\<" m~.ns rniJ!i which conforms' to the standards 
whicll are pr.ovideo in· Chapter- 2 ('commencing with Section 357S1) , 
Part 2, of this diVision. Market milk inch"des components and 
deri¥atives of market milk, Mar-l1~t milk I,llay be supplied to the 
consumer in'the fluid state or may a;Jso be·utilized in the manufacture 
of millo pr-o(iucts. . 

SEe. 2. Seetion 61306 of the Fooa and Agricultural Code is 
amendetl to ,r.ead: , ' 

61306. "EHstributor" means anY,perspn, that purchases or h,,!,dles 
mar.li:et milk, m:ar-ket cr-eam, or any tlairy product ,for processing, 
manUfacture, O,r. sale. It includes Br-okers ~d agents and the 
nonprofit coepe~ativ.e associations describ.ed in Article 2 
(eemmencing with Secti(;ln 61{lS'L) of this chapter in the transactions 
in which such article pr,evioes that tlie associations are distributors. 
It also include'S any perse!! who relnllar-ly operates mol:iile vehicl~s on 
routes pre(ie.minantly, {or shle~ of maYket milk, market cream, or 
dairy products 01). such routes to whollls.ale custof!lers, or directly to 
consumers at tIIeir homes. It does not, however, include any of the 
following: ' , 

(aj Any retail stor!, or wholesale customer wbich is not actively 
and directly engaged in manufilcfuring, processing, or packaging 
milk, cre"m, or any dairy Rroduct. 

(l:i:) A:ny p.oduce~ fllat deliYers milk or cream only to a distributor 
or manUfacturer. A retail store or a wholesale customer is a 
"distributor" only as to rniIl<, cream, or any dair.y prodtlct that is 
actively ana directly processed, manufactured or Packaged by such 
retail store or wholesale customer. ' 

.SEC. 2.S. Article 8 (co~encing with Secti.on 61501) of Chapter 
1 of Part 3 of Division 21 of the Eood Agricultur;ll Code is repealed. 

SEG. 3. Article J.l (commencmg wi't)j Section 61581) is added to 
ChaRter 1 ef Part3 of Division 21 of tbe Food and kgricultural Ccide, 
to read: 
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Article 11. Temporary Pricing Authority 

61581. The LegiSlature hereby finds and declares: 
(a) Since 1937, the dire ctor has established mfnimum wholesale 

and minimum retail prices fOF pacKage'd milk under the provisions 
of Chapter 2 (commencing with Secti.on 61801) of this part. 

(b) ' The provisions of. tl\is a"ticle are infended to effectuate the 
purposes stated in Article 3 ("commencing with Se,ction 61341) of t1Us 
chapter; to provide an orderly transition in ,the dairy industry from 
a long period of publ·jC estaDlishment of minimum wholesale lind 
minimum retail PLic;,s for packaged milk to a period where prkes for 
such milk will be determine-'d by open competition subject to tn:e 
provisions of this chapter; and to· prevent (he d~velop,:nent of 
monopoly and destructive a.ade practice.s. 

61582. Th<: director may, after investigation and public hearing, 
find and deterl,Iline that within one or ' more sales areas as to 
pack~ged utilk, severe mal)ket dis,ruption exists 'l'nich ll~e"ents 
effectuation of the purposes '!J1d policies of this chapter and which 
tends to foster monopoly :and oth~r destructive rr.ade practices. In 
the event of such finding, the director may, for a temporary per.iO'd 
of'90 days, declare in effect minimum wllolesale or minimum retail 
prices, or both, for. packaged rriilk, and eMonce such minimum prices 
in the manner, provided in Article 10 ~commenc.ing with Section 
61571) of·this chapter.. The director may 'ell'tend such 9O-day period, 
after public hearing, by one .OJ more successive 9O-aay p.eriods. 

61583. The director, in establishing any minimum wh"6lesale or 
minimum retail prices, or both, for packaged market milk under tnis 
articl'e shall· take into consid'eration the purposes and policies of fhis 
chapter and 9f Chapter 2 (commencing with S,ection 61801) of this 

. part, and such evidence of reasonaDle and necessary CQsts ofl1andling 
of packaged milk by . ilistributors~ retail stores and wholesale 
customers as is introduced before tile director at public hearings held 
under thiS article. . 

6'1584. For the pur-poses of this article: 
(a) "Minimum wholesale prices" means Hie prices at which 

packaged milk shall be sold by distributors 'to wl10lesale customers' 
(b) "Minimum retail prices" m~ans the prices at whidh ,pacKagea 

milk shall be sold by distributors and retail stores to consumers. 
SEC. 4. Chapter 2 (commencing with Section 6.1801,) of Part 3 

of Division 21 of the Food and Agricultural .Gode is repealed. 
SEC. 5. Chapter 2 (commencing wi'th Section 6}801) is added to 

Part 3 of Division 21 of the Eood and i\.gricu\tunil Code, to read: . 

CHAPTER 2 . STABILIZATION AND MARKETIN.G OF MARK'ET MILK . . . . 

Article 1. Legislative Declarations 

61801. The. production and distributio!l of market milk· and the 

:- .5- . Ch. 1192 

disseminatio.n of accurate, scientifi~ information as to the i~port~ce 
of marKet mlil< 'and other dairy, pro,duds in the maintenance of a high 
level of public' nealth, is hel'e~y. declared to be ,a business affected: 
willi a pUDlic interest The proyisions of·thiS chapter are enacted in 
tire exercise of .police powers o'f thiS. ~tate for the purpose of 
protecting the l1ealth and welfye o( the peQ.ple 9f this state. 

618q~. ;r1Jl: beglSlature hereoy- declares all of the follOWing: 
(a) Market milk is a necessary article of food for human . 

consUmlltion. . 
(\5 ) . iThe pr.oduct~on and maint~nanc!, ot an adequate s~I?plY .of 

healthfll-l marke~ rrulk of;p-r.op~r cl)emical and physical content, free 
from centaminalien, is vitaho the llublic health and welfare, and the 
producJion, ~~SpO~fation, .proc~ssing, storag~. distribution, or sale 
of marKet milk m tlii~ state lS an mdustr,y affecting 'the public \:lealth 
an_d welfare, 

~ c) Unfa1r" unJust, destffictiye, and deJ!1Qralizing trade practices 
have been carrieD on:, are Il,OW. Deing c!,r.tieo on, and because 'Of the 
per.ima6ie guallty of milk, the nature 6f milk production, the varying 
seasonal producQoIJ,,'!J1d <!e.m~Iltl factors,and other'eco'n'omic factors ' 
affecting the mill< industr-¥,:, tlie potential, exists for the resumption 
and fOtth~rance of such practices", i-I' the abs~nce of regulation, in the 
pr.oduc.ti<il1, mar.ketiilg, salE\, :Pkocessing, or distribution of market 
milk wrucl! constitute a constant menace tO' the nealth 'and welfare 
"f the inhabitant.s of this· s.tate· "'18 tepd to. Iln!'iermine sanitary 
reg)llanons anti standarils of.content and pll!:ity, however effectually 
S)lcli s"'1lJ:a'),; reguJ'a~ons may. D,e enfor.ce'd. ' 

· (iI~ Health reIDilS:.~ons alone are- insufficient . to prevent 
di~turllances in tDe nillI< industry wruch threaten to destroy and 
S¢Rously iml'lair tlfe future supplY of ml!l'ket milk, and to safeguard 
the consUT!ling public from .future, inadequacy of a supply' of this 
necessar~ commodily,·, ., " . . . 

(e) It \~ ille policy of this state to promote, foster, and enCOll-rage 
the intelligent production and orderly marketing of commodities 
neces§:u:y 'to its cJfizens, in~luding market··milk, and to eliminate 
speculation, waste, impr.~per marKeting, imf~r,and destructive trade 
gractices, and imprel3,er accounting for market milk purchased from 
pr.0ducers: '. '. 

(fj It is recoS!1ized by tlie Legislature that' the econ<;>mic factors 
conce"nin& the pFoduction, mar.l!;eting, sale, processing and 
distribqtion of mar.ket milK in 'Clalffornia may De affected by the 
nationlil market for milk. for manufacturing purposes: 

(Ig:) It is recognized by, the begislature that in recent ):'ears the 
s'lppJ y of manUfacturing milk in California, as defined .in Section 
321259, nas consistently d'eclined and conti!lues to decline, and that 
fuar,ket milk' has virtually supplanted ' manufacturing milk for . 
manufacturing purposes in thintat.e, and that it is therefore in the 
publiC'iriter~st to conform the·pr-icing standards governing minimum 
producer pr.icesJor market milk established under this chapter to 
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cur.rent economic conditions. 
61803. It is recDgnized by the Legjslature that cDnditiDns within the 

milk industr-y Df thi. state ·ar-e such that it is necessary. to. establish 
marketing areas wherein different prices and regulations are 
necessary, and fDr that pur-pDse ,the directDr shall have the 
administrative authDrity, with such additiDnal duties as are herein 
prescribed, after investigatiDn and public hearing, to. prescr-ibe such 
marketing areas and mDdif¥ the same when advisable Dr necessar,y. .. 

61804. The fDregDing statements in this article Df facts, PD\t'c.y, and 
applicatiDn of this chapter are hereby declar.ed a matter. Dflegislative 
determination. . ~ 

61805. The purpDses Df this chapter are to do. all Df tire follDwiJ}g: 
(a) Provide funds for admiriistr~tiDn anel enfDrcement Df t!:iis 

chapter ,. by assessments to be piu1l by producers and handlers Df. 
market milk in the manner prescribed in this chaptep. 

(b ) AutbDrize and enable the dir.ectDF to. prllscr-ibe marketing 
areas ·and t o. determine. minimum prices to. be paid to. producers by 
handlers fDr market milk wnich are necessary due to. v.~g factors 
of cost} Df productiDn, health regulatiDns, t~anspDrtatiDn and Dther 
factDrs in such · marketing areas Df t!:iis state. In fleter.rnining 
minimum prices to. be paid prDducers by·handler-s, the directDr shall 
endeaVDr under like cDnditio.ns to. acllieve unifDrmity Df CDSt to. 
handlers. fDr mar-ket milk withll aijy marketing ar"a; pm\'ided, 
hDwever, that no. minimum pr:i'ces established Dr Cl'etermined unGer 
the prDvisiDns Df. this chapter shall De invalid because unifDrmity<Df 
CDSt to handlers fDr market milk in anY markeb-ng area is nDt 
achieved as a result Df the minimum prDducer prices so. established . 
Dr determined. . 

(c) AuthDrize and enable the directDr to' fDrmulate stabilizatiDn 
and marketing plans subject to' tile limitatipns prescribed in this 
chapter with respect to' tire cDntents Df such stabilizatiDn and 
mar-keting plans and to· deglare such plans,in·effect fDr any mar-keting· 
area. 

(d) Enable the dairy industry, with the aid'Df the state, to. CDrrect 
existing evils, develDp .and mainjain satisfactDry rn.arketing 
conditiDns, and !iring abDut and maintain a r.easDna.ble amDunt Df 
stability and prDSPerity in the productiDn and marketing Df mar-ket 
milk and prDvide means fDr .carrying on essential educatiDnal 
activities. . . 

...... /· .. 61806. It.is the intent of the Legislature that the pDwers cDnferred 
~n this chapter shall be liberally cDnstrued. 

61807. NDthing in this chapter- per-mits Df authDrizes the 
develDpment Df cDnditiDns Df mDnDpllly in the prDductiDn Df market 
milk. In the establishment Df the ter-ms and conditiDns under which 
market milk shall be purchased frDm prDduc.ers, such terms and 
conditions shall be those which will,. in the several localities and 
markets Df the state, and under ¢e varying conditions Df prDductiDn, 
insure an adequate and cDntinuous supply Df pure, fresh, whDleserIie 
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market miJlc to. CDnSUmer.s of the market milk at fair and 'reasonable 
prices. 

61808. The Legislature hereby declar-es that this chapter is 
intended to. ~ormulate a cDmpFehensive scheme fDr the regulation Df 
mar.keting milk. ' If, -!lowever, any prDvision Df, Dr additiDn Dr 
amendmen~ to', this chapter" e~heF as origipally enacted in 1935 at 
the.5Ist Regular SessiDn,Df the <1:allfDlnia Legi'slature, or as amended, . 
add;"d t.o, recodified, Dr 'reenacted at any subsequent sessiDn of the 
CalifDrnia 1:egislature, shD.ul1l be held to' be uncDnstitutional, the 
uncDnstitutionalit¥ of such prDvisiDn dDes nDt affect any other 
prDvisiDn of thi~ cllap.!er. . . 

61808.5. {a) Gn Dr, oefore Mar-ch I, 19;1:S, the directDr shall repDrt 
to the L.egislature 'his prop.osed prece'dural regulatiDns to' assure a 
fair-, open, effective, and e"Peditious participation Df all interested 
parties in the estllbllshment of p'~ces for -milk. . . 

(.1>,) Gn Dr h¢fqFe1J\;pril1, 1915; the <!ir,ectDr shall adopt.prDcedural 
reg),!lations for tlle suBmissiDn and cDnsiaeration Df petitiDns and fDr 

the cDnd~ct De hearings. 
(c) @n D. befere January. 1, 19'19, after cDnsultatiDn with 

interested C.Dnsumer and ip.dustr.y, r.epresentaJiyes, the director shall 
r.epoFt to' tl:ie Legislature such evaluatiDn IU)d recDmmendatiDns to' 
the ldegislature as 1\~.inay'deveIDp fDl',furtheF eVDlution, refinement, 
c1arifi~a:tRm, and impro\'emen~ 0.£ tlle mechanism Dr procedures for 

. est@lisillng milk prices. Tl'le Dbject Df his proposals' shall be to' 
m~ize, tp tfie extent feasible, public cDmprehensiDn Df the 
pricing prDcess conshtent witfi the 9t1}er purpDses Df this chapter: 

§l800. If any article, sectieD, subdivision, sentence, clause, or 
pnrase Df any, prDvisiDn Df tills chapter is for any reason held' to' be 
uncons,titutlona\, such decisien d.oes nDt affect the validity Df the 
rema:'ining prDv.iSibns Df this cMpter . . The Legislature hereby 
dedares that it .wDuld have enacted each artic.!e, section, suodivisiDn, 
sentencej cl,mse, Dr phrase Dftllls'cliapter iFTespecti'<e Df the fact that 
Drre.Dr,rnore other articles, sectiDns, subdivisions, sentences, clauses, 
Dr yllrases is (leclared uncDnstitutiDnal. '. . 

. 6tSro . . The prDvisions Df Chapter 1 (commencing with Section 
61301,) and Chl\p,ter 3 (commencmg with Section 62700) of this part 
shall be liQerally. cDnst'tued as being complementary Df, and 
supplemental to' ; the provisiDns bf·this cllapter:The prD.visiDns Df this 
chapter and Df Chapter 1· ~CD=encing with SectiDn 61301} and 
Chapter 3 (commencing with ,SectiDn 627(0) shall be liberally 
cpnstrued as <;Dnstituting a single cDmprehensive scheme fDr the 
r,eguIatiDn 'Of the productiDn; handling, rustribution, and marketing 
Df:marKet milk; prqViaed, bOYle'<eTl, tnat each such chapter., and each 
pr-ov.isien,-aFticle,.se-cpen, sundi"'i.sion, ~enterice, clause, ~d phrase of 
eacn such chapter is se"eraJ,le, ana if Dlle of such .chapters Dr any 
p:mvision, article, secti0I!, su}:X:liyision, sentence, clause qr phrase of, 
Dr. in, .any Dne Df such cIl:apters is fer any reasDn held vDid, invalid Dr 
uncDllstitutiDnal, such decisiDn shall nDt affect the vali<\ity Df the 



Ch_ 1192 -8-

other such chapter, or any of its provisions, aitic1es, sections, 
subdivisions, sentences., clause or phrases~ 

61al1. No provision of this chapter., or of any stabilization and · 
marketing plan formulated by the director pursuant to this chapter, 
is any limitation upon the right of 9.l.lY handler or !,>roducer-handler 
inCluding. any nonprofit cooperative association pf pJ:oducers "!bich 
association is also a handler, by reason of. the fORn or nature of the 
·legal entity. unaer which such handler conducts business, to sell or 
handle market milk, or any· dairy pr-oductcat prices or 1.lpon terms and . 
conditions according to, and withln, th",several.methodSlofhandlihg, 
at or subject to whlch the market milk or dairy product lawfully may 
be spld or handled by any other hapdler. 

Thls section does not make lawful or permit the payment by any 
such handler to a producer for, maFket. milk of pri9E:S less than the 

. minimum prices prescribed in the applicable stabilization and 
marketing .plan. . . . 

61812. Neither the. repeal o( former ehapter 2 of thls part, the 
reenactment of this chapter nor the 9.JIlendment of any provi~ion of 
this chapter shall have the effect of terminating or invalidating any . 
-stabilization and marketing plan, incl)ldin-g provisions thereunder 
regarding minimum prices to be !,>aid producers for market milk, 
established by the director pursuant to thls clia!'>ter or former 
Chapter 2 prior to the effective date of such repeal, enactment or 
amendment. The director sljall,however, establish minimum prices 
pursuant to the-provisions of suc~·-repe~, enactment er, amendffient 
at the earliest practicable d·ate after the effective date of such 
amendment. 

Article 2. Definitipns 

61821. Unless the context otherwise requires, the definitions in this 
article govern the construction bf this chapter. 

61822. "Board" means any advisory board created as authorized in 
this chapter . . _ . 

61823. "Bulk market milk" means mar.ket milk whlch has not been 
pasteurized or packaged in bottles, eartons, diSp'enser canst 'QT other 
consumer packages, and is handled or delivered, in bulk, in tanks, 
cans, or other bulk containers. . 

61824. "Consumer" means any person that purchases market milk, 
or any dairy produCt for consumption. 

61825. "Dairy product" or "milk produCt" includes any product 
manufactured from milk or any denvative or product of milk. 

61826. "Hindler" means any person who, as owner, agent, broker, . 
or intermediary, either directly or indirectly, r-eceives, purchases, or 
otherwise acquires ownership, possession, or control of market milk 
in unprocessed or bulk form from a producer., a producer-handler, or 
another handler .£or the purpose of manufacture, processing, sale', or 
other handling, regardless of whether such market milk is profluced _ 
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within or outside this state. 
6182~. "Market cream" means CFeam, as q~fined in this code, and· 

any comDination of cream and milk, or an,>, fluid product of milk or 
cream sold uIlder any trade name whatsoever, which complies with 
all df the following requirements: . . . 

(~) Is not packaged in heFme'tfcally, sealed conEainers. 
(b ) Confor,ms to tbe h~al,\?h ~d sanitary regulations of the place 

where it is sold Of dis!,>osed of fm: human consu\fiption. . 
61828. "Market mill<" has the meaning of. that term as defined in 

Section 32510. Unless the context otherwise indicates, the . term 
. "market · rriilk" include} mark~S cream, the components and 
der-ivafives .0J m~rk~t milk, ,and dairy p-roduc.ts manufactured-from . 
market rriilk or, its com!,>onents and derivatives. . . 

61829. "Market slOm .milk; ' means skim milk, as defined in this . 
c0de iliat' is i:IeFived from market milk and conforms to the health 
a~d ~anitary re~lations of the Rlace where soJd or di~posed of for . 
human consunu~tion. . . ' . ' '. 

_ 61830. "Mark.eting '!.r.ea"'is ary "ea )"ithin this state declared to be 
, .su,ch in the manner. That i~ .pr,esc"ibec;l in- this chaRter. 

6;'83L. "Milk" has tile meaning of that term as defined in Section 
~1. . ' ., 

6'1831:";. "Milk used,for- manufaeturing,putpOSes" means all milk 
used f'or 'tllose products defined in P.art'3 (con;unencing with Section 
366(1) of. m¥islqn 15. . . ' 

.6183.2. "Mill< Rlant" .~eans .an)' place, structure, or building where 
handler rece;"'es market milk. . ; 

61833. "B_ackaged mar.Ket milk" . Or "packaged rpacket cream" 
means maFket>milk or mar.ket cream respectively, which' is packaged 
in cartbrls, D0ttles, ~ispense_r cru;is; or other consumer packages, for 
sale to wh01esale 'customers, or. ·consumers. 

61834. "Person'''! means allY individual, firm, ' corpor.ation, ' 
. pantnership, tr:ust, incot:porat~d ' or' unincorporate d .association, 

nonprofit cooper-alive asso"Ciahon, nonprofit corporation, or any 
other business unit or organization. 

61835. "Broc_essing" ¢eans reeeiving, pasteurizing, and packaging 
market milk. It inclu'CIes the rpanufacturing of milk products from 
market milk. . . . 

61836. "Producer" means any person thal' produces market milk 
from five or more cows in confer-mily with the applicable health 

. r~gulations of tlie place in which it is sold, and whose bulk ·market 
milk is r_eceiyed, acguired, .or handled . ~y ·any h~ndler or any 
nonprofit asseciation of pr,oqucefS. It includes the .!lonproflt 
cooperative associations describes in Article 3 (commencing with 
Section 6187:J) of this chapter jn toe transactions in whlch sucb 
article provides that the associa.tions are producers. 

61837. "Producer-handler" means any .person that is both a­
pr.oduc.er and a !'iandler ef m"",kH milk. For the purposes of this 
cha!'>ter II produ~e"'handlec iS,a producer in any transaction which 



Ch. U92 -10-

involves the sale or delivery of bulk market milk which was produced 
by him to a handler or to an)' nonrrofit cooperative asso.dation Of 
producers, and is a handler in any transaction which involves tile 
purchase, acquisition or · r·eceipt by him of market milk, the 
pasteurization or packaging of market milk, or the sale or delivery 
of packaged market milk to any person. . 

61838. "Stabilization and marketing plan" means any plan 
formulated and made effective bl' the director within the legislative 
standards provided by this chapter. It includes, among other. things, 
the establishing. of prices to be paid by liandleT8lfor any or all of the 
various classes of maFket milk. 

.. 61839. "Wholesale customer" means. any pers.on thitt b.!!ys milk, 
cream, or any dair.y product &om a handler. or·from a·8istrioutor, as 
defined in Section 61306, for resale to consumers. 

. Article 3. ,Nonprofit Cooperative "'ssoeiations 

·61871. For the pur.poses of this chapter., a nonprofit coolleralive 
association organized and exij;tiilg under Ch~pter 1 (commencing 
with Section 54001) of Division 20, that acts for producers, in~luffii\g 
members and any 'nonmembers of the association, to whom it 
accounts on a patronage basis, is a producer in any of the following 
transactions: 

(a) Any transaction ;""hich involves)ts receipt Qr handling of bulk 
niarket. milk produced or delivereo oy such PlCoducers. 

(b) Any transaction which involves the sale or deHvery of bulk 
market milk to any pro.ducer., lianiller, or manufacturer., or other 
nonprofit cooperative association of producers. 

(c). ·The receipt by it of payment for bulk market milk, packaged 
market milk, or any other product of market milk produced or 
delivered by such produceFs. . 

(d) Any transac.tion in c.onnectiQn with accounting to such 
producers for the· proceeds deriveo &om the sale or marketing of 
bulk market milk, packaged mar·ket milk, or any other product of 
market milk .produced or deliv.ereej ,by sU5'h produce!s. 

61872. For the purp.oses of this cliapter, a nonprofit cooperative 
association organized and existing 'under Chapter 1 (commencing 
with Section 540(1) of Division 20, that acts for producers, including 
members and any nonmembers of the assoeiation, to whom it 
accounts on a patronage basis, is a handler in any. tFansaction which 
involves the receipt by it of market milk from any person other than 
a producer to whom it accounts on a patronage basis and in any 
transaction which involves the pasteurization of bulk marke.t milk or 
th~ packaging of it in bottles, cartons, di!Renser cans, OF other 
consumer packMes, or the sale or delivery of-packageo mark'lt milk. 

61873. A nonprofit cooperative association accounts to produ'cers 
on a patronage basis when it accoUI)ts to each producer for his share 
of the net proceeds der.i.ved from the marketing operatibns of the· 
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association, according to quantity and quiIitX of market milk· 
rurnish7d to the asso.9iation for marketing and according· to any 
marketing pools and quotas estaBlished by the association. . . 

Article 4. AOministration 

61891. The director sh'!li enforc.., t»e provisions of this chapter and 
of anY stabiliz'l.tion and marketilig plan initiated pursuant to the 
pro~sions of this chapter. The dfrectonhall adopt those regulations 
neeessary for ilie RrQper admiriistration .and enforcement of the 
gr6v,isions of this chapter. _ .. .• 

61892-. The director shall ha,ve and may exercise any .or all the 
p,o.wers c.onfet;red By ilie G,o"ernment Gode upon the head of a 
department of'the state wiili respect to hearings and investigations 
unller. this chapter., . 

o 61893. The afrector is ilie inStrumentality of this state for the 
purpose of administ.el'ing and enfor.cing,the provisions ofthis chapter · 
ana to execute the legisIafiy,e Intent expressed in this chapter, and 
is hereby veste<l witli t1re administrative a.uthority described in this 
chapter. l)Iotwlthste,noing o~! laws. to th:e contrary., in the event a 
milk marKeting orili:>r under tn'e jUFis<iiction of the United States 
Oepartment of Agr.i.eulrure or ether appropriat.e federat agency, is 
created py referendum or under the applicable.]a'!'is and procedures 
relating thereto, in iliis state 9r 'in any geographic!!1 are~ within this 
state, the provisions of th~ ch'lpter or any part thereof which is in 
c;onflict with such federal orde1', or which is unnecessary or is ·a 
dup,lication thereof" sl,>all Be suspended in the .!l!,ographical area 
covered qy an~ dUring the existence of such federal order. The 
director. Shallljike,sucn,step.s and procedures as are necessary to wind 
up and c.onclilde the aruninistration and enforcement of the 
provisions oHms chapter, or any part thereof, for the period prior to· 
ilie suspeo'sion date. . 

6t89!!) Eor tne pU11'oses of. enforcing the pmvisions of this chapter, 
tl;>e director may investigate apy and aU transactions, between 
prg.ducex;:; and handlersJ between !lonp,rofit cooperative associations 
and producers, amoflg handlers or ll'etween handlers and Wholesale 
C,llstemez:s, betwe'en hancllers ana consumer-s, or between. wholesale ' 
customers and cons\1mers. For that purpose, the director shall have 
access to, and may enter at ~ reasonable liours, any place where 
m~ket niilk IS ti..,ifig stored, bottled, or manufactured, Where market 
m:ilk ar aJ;lY market milk product is being bought, sold, or handled, 
01' wher.e ilie bopks, papers, records or documents which relate to 
such transactions ar~ kept. He may inspect' and copy such books, 
papers,records, or documentS' ih any p,lace within the state. . 

61895. TIle director mal' req].lire the registration of producers .. 
61896. The dlrector may fOFffi);!late any stabilization and marketing 

plan as prescribed in this chapter and declare it'effective after public · 
hear.i.ng and .reasonable noticel!)Y mail or otherwise to all producers, 
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handlers, and consumer organizations who have filed requests with 
the director or the Director of Consumer Affairs. . '. 

61897. A full anc:\ accurate record of business or acts performed, or, 
.of testimony taken, by the dir.ector pursuant to this chap~er 'shall be 
kept and placed on file in the office of the director. 

61898. In addition ta the campilatian of infarmation which pertains 
ta market milk from the reports requined' by this chapter, the 
directar shall collect; assemble, 'campile; and distribute s~anstical . 
data relative ta market rriilk, ather milk and milk praducts, .. and such 
ather ' infarmatian as may relate ta the dairy indus~ and the 
prov.isions of this chapter. . . . . . 

. 61899: Any order of the director made pursuant to thIS chapter 
whiCh substantially affects the rights of,any, interes.ted party may,be 
reviewed by any court of competent jurisdictien. A~y such action 
shall be commenced within 30 days after the effective date .of the 
.order complained .of, or within 30 days ,after the injuriaus effect 

. camplained .of becames reasanably apparent .. 
61900. The director rna)' canfer, . enter mto agreements, .or 

o.therwise arrange with tl.\e .constit;uted authorities .of this state, ot~er 
stateS, aT agencies oJ the Uruted States with respect t~ pl~ ~.liich . 
relate ta the stabilizatian·and disqiQut,ion ofmarke.t-mllJ<wltnm this 

. state or as between this state ana other sfates or the United Stat~s, ' 
'and may exercise his powers p~rsuant to this chapter to effectuate 
and enforce such plans. " . 

61901. All money received by-the director pursuant to thlscliapter 
shall be pa.id monthly into the State Treasury to the cred,t of the 
Department of Agriculture Fupd. . . . 

61902. If the director determines that 1t IS gr9bable that one or 
more f;ctors or co.nditions which affect prices of market milk ha.ve 
changed on a relatively unifo~m basis thro~'pho.ut two .or more 
marketing areas, he may consalldate the heanngs on the ffi.!ltter of 
price changes for such areas. Na price change sliall be made as a 
result .of such· a cansalidated-hearing unle.ss the amount of the change 
.or the resulting prices are uniform throughout the areas which are 
affected: ' .. ' . '. 

61903. Any person wha has testified under oath at.a l1ublic,near-mg 
held by the direc.tor pursuant to this.chapter.may, WlthmlO calelldar 
days following the closing date .of th"" pubhc h·El.aI'lIlg, file wl~h the 
d.irector a written pastheaFing brief in amplificatlOn, explanation, or 
withdrawal of such testimony. One copy .of the brief shal.1 be filed' . 
with the director at his .office in Sacramento. A second copy of the 
brief shall be filed in the r~gional milk stabilization office of the 
director nearest ta the location at which the public hearirig was held. 
Any such posthearing brief shall be made available by the dir,:,ctar 
ta any interested persan far inspectian: Ex.cept as herem I1TOvlded, 
the directar in farmulating any stablhzaban and marketing III an, 
pursuant to tnis chapter, fallowiI\g a public hearing, ~hall n~t accellt 
.or cansider any posthearing 'brief. Nathing in this secban shall 
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'rel'l.!llr.e the director ta prepare, or to 'make available, any· verbatim 
transcript .or ather recard .or sUIj1mary .of the hearing within the . 
10·calendar·day .peFiad ·r.efe)lTed ·ta in this section; provided, 
h~owe:ver, ~at any {Ie:r.batim tr.anscript. or o~he.r record or summary 
af'the heaFing prepa,ed fOF .or Iwtl)e director shall'be made ava.ilable 
ta aIlliititerested garlY for inspectian at the .office .of the directar in 
Sacramenta and, upon >~asanable rEiquest, at"the regianal .office .of . 
the d.il'ector nearest tire lacatian 'at which the public hearing was 

. held. . .' 
61904 .. Any, pravisians . of a stabilizatian and marketing plan 

formulate,q, establisliell, 0> r.ejected by th!, director pursuant ta this 
ch~pter, shalJ'be a.ceQffip'an.i!'d. by written s.tafeme;'ts, which shall be 

,made Rviilab1e 0)1 the diFectar ta any interested persan upon 
r,equest, 'stating in substance the c,ansideratibns u'pon which such 
p13.11!'?raYisians ana minimum prices are based, .or upan which such 
pravisians aRd prices were rejected . 

Article 5. Classes of Mar~ket Milk 

61931. Market milk may, he classified far the purpases .of this 
chapter .s: prOvided in tills a.ticle. . 

61932. Class 1 comprises: 
(a) Any market milk, market skim milk, half,and,half, or 

cancentrated milk that is supplied to cansumers in the fluid state, 
with the exception .of tHe fallowing: 

(1) Any cambinatian· .of mUket milk or ffiarket skim milk which 
is st!'rillzeti and pa>kaged in heFmetically se:tled canta.iners. 

(2) My flaya>ed milk praduct or market l1alf,.and·half which is 
ulrr.a,p'ast"mriied antl ,p'a<lka'getl in hermetfcilly se'aled .containers. 

(B) My market half·anll.hajf wHich is pacKaged in presterilized 
eanta.iners un\!eF as\,pti'c cam!itions ta l!leet the marketing 
requirements for such pr9ducts jn sta.t~ ather ' than this state; 
pravided, hawever., that nathing in lliis paragraph shall autharize the 
sale within this state of a:nX milk llratluct as a sterilized praduct unless 
such praducl meets the standarqs and requirements far sterilized 
produ~ts cantained in DivisiQn 1~5 .(cam>:nencing with Sectian 32501) . 

(p.) Any market mifk, market s)dm milk, or 'market cream which 
is us~d in any a~herl I.n.ilk I'!rodl,lct, or praducts resembling milk 
praducts, in which the use of market 'milk .or any companents .or 
derivatiyes 9£ market m1lk is requirec!. by, . or pursuant ta, the 
prmdsions .of this cade, except any such praduct defined in SeCtian 
61933 as elass 2.. . 

(c) 'Ally market milk, 'mark!,t ~kim milk, ma,rket cream, market 
milK fat, .or· TIlarket milk salids .nat fat which is used in the 
standardizing .or far.tify'ing .of any· milk praduct whiclr is defined in 
this section' as Class i-

Ld)' Any marloet mill<, market skim milk, or market cream which 
is used in any Ilraduct not .otherwise clasSified, which is required by 
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any regulations adopted by the director pursuant to Article 2 
(commencing with Section,36631) , Chapter I, Part 3 of Division 15 
to be made from market milk or any components or der-ivatives of 
market milk. 

(e) Any market milk, market skim milk, market cream, mar-ket 
milk fat or market milk. solids not fat used in any filled product or 
imitation milk product, when the product imitated or resemDled, is 
defined in this section as class 1. . . 

61933. Class 2 comprises any market milk, market sk;'-;' milk, or 
. market cream used in the manufacture 'of market cream, 
homogenized m:3trketl cream, s_o~ cream, sour Cl'e~~ dressing, 
uncreamed, creamed .. or partihlly creamed cottage cheese, and 
buttermilk. Glass 2 also comprises any -market milk, market skim 
milk, or market cream used in the manufactur-e of any product 
defined in paragraph (1), (2), or (3) of. subdivision (a) of Section 
61932 or for which a dejinition anq standard is prescrioed,in Division 
15 .( commencing with-Section 32501) ; except any such preduct which . 
is included in class I, class 3, or class 4. ' 

61934. Class 3 comprises all market milk,. Market skim milk, or 
market cream used in tne manufacture of frozen dair.-y products. 

61935. Class 4 compr.ises all market milk, mark.et skim milk, or 
market cream, used in the manufacture of-butter, cheese other tljan 
cottage cheese, dried milk, dried skim milk, nonfat dry milk solias, 
defatted milk solids, dried butte.rmUk, and all market milk, markeJ 
skim milk, or market c.eam wnich is supp'lied to consumers as 
condensed milk, condensed skim milk, evapoFated skim ' milk; . 
evaporated cream or· clotted cream, or evaporated milk, or any 
product for which. no definition and ' standards ar-e pr.escribed in 
Division 15 (commencing With Secfion 32501), exc'lpt the products 
defined in garagraph (2.) of subdivision (a) of Section 61932. 

61936. If -the director establishes a temporary definition and 
standards for any new milk pro'duct pursuant to Article 2 
(commencing with Section 3663.1), Chapter I, Part 3 of Division 15, 
he shall assign such new product to that class. under this article w.hich 
includes the most ·nearly comparable product as determined by the 
director. 

61937. Market milk, market skim milk, or marKet cream, utilized 
in bulk by handlers as condensed milk, condensed skim Il!ilk, 
evaporated skim milk, evaporated cre'!Ill or clotted cream, or 
evaporated milk, shall be assigned by the director to the classification 
of ultimate usage of such market milk, market skim milk, or market 
cream. 

Article 6. Marketing Areas 

61961-. The director shall designate marketing ar-eas which he 
deems· necessary or advisable to effectuate ilie pUTP.0ses of tHis 

-<;.hllPt!lr. 'IIld in which hI' finds tlJ.e conditi9ns affecting .th 
~=.-
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pr~duction; handling, and 's'a1e , of . !"arket . m,ilk. are reasonably 
uniform: " 

61962. The dir~ctor ~ay. 'lftaDlish ~dditio\l,\rareas, or modify areas 
preViously estaehshed, ifhe·Be.ems tile establishment or modification 
of such areas neeessary 01; e:'dvisable ,tQ effectuate the purposes of this 
chapter. . 

61~63. If the direct'!l' finos., after ~ public hearing in and for each. 
particular marketifjg area under consideration for consolidation that 
conditions of groduction and handling are reasona'bly tUiiform ;,;, two 
or more sue'll markefuig a.eas in wruch stabilization arid marketing 
plans 'are in..eifect, he may consolld'ate <the areas. • 

Ar-ticle 7. Eormation and A:dQption of Stabiliz~tion and M~~keting 
, . ·Plans . . . 

61991. Excegt as otherwise provideCl in Section 61992 the director 
sJ:iall, prior to the' fqi:mulation of a stabilization and m';iketing plan 
for marl,<et milk,for. any rnai'keting area, conduct a public hearing in ' 
the area for ilie lU'FP.ose of detE,lrmining whether or not the 
formulation of a staoilizat:!on and marketing plan for market mHk for 
such area is oesired by.·proClucers "(hose major interest in the ~arket 
milk Dusiness is in the production of market milk for the marketing 
area and. that both: ' . . 

<a) Rep"esent n9\ less fl'ian 65 percent 'of the total number ' of 
pm.ducers whp'se major inte1Cest in the market milk business is in' the 
production of,marKet inilk for the matketiug area. 

(b) Pneduee not less thaIl 65 percent of Ilie total volume ' of the 
marK.et milk;Il"~a.uc,ed for tile'marketing area by !Iii s~ch producers. 

61992; />i, li:eanng Ileed~e~, how.ever, . be held if a petition 
r~questing a stabiliz!'tien and marketin:g glan is presented to the 
d1re~tor by th.e produ.cers wnose major. interest iD. the ' market milk 
business is in· the production of mar-ket milk· for the marketing area 
anp that both: ' 

(a» Represent 'not less than 65 percellt of the total number of 
producers whpse major inter.est"in the market milk business is in the 
pro~uction of market milk for the marketing area. 

(b) Produce not. less than 65 percent of the total volume of-the 
mar~et milk produceiMor·the marketing area by all such producers: 
" 61993, If. the director finas that a stabilization and marketing plan. 
lS necessary to accomplish the gur.poses ef. this chapter he shall 
(ormwate a stabilization anffmarketing li:I.anfor market mil'k.for such 
area ~a i~§ue a notice of pulllic hearing upon the plan which is 
fOFffiulate'"d to ill producer-s and banillers of ' record with the 
d.epartment that .may be sUDject to Ilie pro\<isi.ons of such ·plan. 
61~ .. Tl:'ie notice of ~he hear.ing rna)! be effected by mail, or by 

publication p'wsuant to,Section 6062 of the <:;"vemment Code in the 
area .. which ~s "de§ig!lated. It shall sj:tecif¥ the time an.d plac"e of such 
hearmg, w)ti.cli shall not Be prior te 15 day.s from the mailing, or from 
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thEl final publication of such notice. If no aaily, newspaper of general 
circulation is published in the area wnich is designated, publication 
pursuant to Section 6066 of the Government Code shall be 
considered proper pl.lblicanen of notice. 

61995. At tile hearing, interested parties'shall.be heard and records 
kept of the 'proceedings of such hearing for determination by tne ' 

. director whe.tner the plan proposed will accomlilish the purposes of 
this chapter, . . 

6199.6. If, after the publi9 hear-ing, the director deterl'l}ines that the 
proposed plan will tl'nd to accomplish the purposes lof this ehapter 
within the standards which are pLescrib.~d in it, he shall issue an 
order to all producers and handlers of record with the depar.tment 
and subject to the provisions .of 'such plan, declaring such. plan in 
effect within 45 da~s from th~ date of such hearing; Rr.ovided, 
however, -that after a consolidated he.aring. held p'ursuant to Section 
61902, the director shall decla:re such' plan in effect within 62 days 
from the date.of such he!lI!ing, The ,diFector shall announ£e any ofder 
under this section at"le(lS! 10 clllendRl' days prior to the effective date 
of such plan. 

61997. A handler that is subject to tile proyisions of any stabiliza,~bn 
and marketing plan shall not purchase milk hom any producer that 
does not comply witn tliis chapter and such:Rlan. . . . 

61998. No stabilization or marketing plan shall contain Rrovisions 
the purposes of which we · to estaolish limitations upon tne 
production of market milk. . 

AI:ticle 8. Amendment and Termination of Stabilization and 
Marketing Plans 

62031. The director may amend OF teTn,inafe anY stabili"ation and · 
marketiI:1g plan, after notice and Rublic heaFing as pr.escabed in 
Article 7 (commeneing with Secl'ionBi991) of tllis'chapter, ;fhe fin'ds 
that such plan is. no longer in .co.;Uor.mity with tile standardS which 
are prescribed in, or will not tend to effectuate the Ilurgoses of.; ibis 
chapter. Any order under this artide amending or terminatinge any' 
stabilization,and marketing plan shall be subject to the provisions of 
Section' 61996. 

62032.' A hearing on the amend!Iient or termination of a 
stabilization and marKeting Illan may be held ull-0n the motion of the 
director ane! shall be held up'on receipt of a gentian which is signed 
by producers, or by the board of ' di·rectors of an)' nonpFofit 
agricultural cooperative marketing association "'nich is authorized 
by its members to so petition, Such petition s!lall represent not less 
than 5~ percent of the total number of all producers'and not less than 
55. percent of the total preduction' of all groducers tnat ar.e eligil:ile 
to petition the direCtor .for the formulation of such a plan. 

• 
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Arncle 9'. Establishment 6f Minimum Prices and Provisions of . 
. ' . Stao.ilization and Mar~e.ting Plans 

62~.i. Eaeh stabilization and " ma;keting plan shall contain 
pro""s,ons fOr Q.ronibiting pro,ducers and handle!s from engaging in 
theunlaw.ful fra,de practices apglioable t.o·them that are set forth in 
Arbcle 10 (commen~ing ~ith Section 62091) of this chapter. . 

6206.2, Eacll stabilIzatIOn and .marketil'g . plan shall contain 
p.r~VlSlOns whereby the director establishes minimum prices to be 
paId b)' handler-s to Qro'ciucers for market milk in the various· classes. 
Tile directoJ shall establish sucn prices by deSignating them in the 
I'llan, or by adaptmg :netlio,d,eor formulas in the plan whereby such 
p~ces can~be deter~m.ed, or any c'()mbina~ion of the foregoing. If the 
d,rector directly deSIgnates price, in th.\l'p'lan, such prices shall be in 
r.easonable and s,al!n~_ecorromic relation,llip with the value of milk 
used for man1,!facrurmg purposes. If the direc.tor adopts methods or 
for-mulas m tile p.lan for' desiwation of prices, such methods or 
formulas shall 1>,e reasonably calculated t6 resUlt in prices which are . 
m ,~rea~onable and so~~ ec~n0mic' r.elations)lip with the value of 
mUK ljsea for manufactunng purposes. . . . 

In .. esta?lisl'ling such p.rices, the director shall .take into 
c,onsloeI:.'!,tiqn any rele\(anf; economic factor-s, including, but not ' 
liritited to the folloWing: . . 

J a') ~he re~onal;)leness. and economic sO.undness of market milk 
Ilr;ces m relatian to ~he, costs df producing .and marketing m~rket 
milk f~r :. all . purposes, mcludmg manu[actUl;ing purposes'. In 
determmmg such costs, ,the director shall consider the cost of 
management and a reasonaDIe r!,rurn on rrecessary capital 
m",estffient. . . 

(b) That· prices establish~d pursuant to thi~ section shall insure an 
adeq\late and contInuous supply, in relation to demand of pure 
fresh, w1\olesor:"" .. maEkef rriilk for all ' purposes 'including 
manufaCturin.g J)urposes, at prices to conSUl)lers which, when 
con~ldered ":'Itll re~ey.anJ economic ,rifeFia, .i'ie fair and reasonable. 

(c) 'Dhat the pnces established by the ainictor for the various 
class~s or-. mRl'ket milk Ilear a reasonable and sounP. economic 
relations!ll!> to each other. 

In, establisl'iing ~ch prices, tne director shall also ;ake into 
conslderati~n all ~Re pUTP..oses~·p.dlicies, and standards contained in 
S~c..f!bl1!i, 61801., 61802, 61805, Qf806, 61807, 6207,:!, ?I'd 62078. 
"~])ili'zjjtSii6u'nbJec.t to the p;miisioris Qf Sections '62075 and 62076, each 
" , anti mar.kel'ing plan shall contain provisions whereby 
t1i):~ . dIrector .. shan IlroY.i1le methodS for ' .tl1e estab1ishment of 
mInImum pr.lces for mar-liet ffi1lk received within a marketing area 
nr.g!!.Tdl'lli' ~f whethElr such mill< is suDsequently .sold or distributed 
WIthin or WIthout sU,ch marketipg area within tile jurisdiction of this 
st~te,. "'1.d may can:faifi such proYisions whether ' or ';ot such market 
mIlk IS ~ubsequeIit1l" 'lOld or distfibuted outside the jurisdiction of this 

_____ • __ ~~ __________ ..::...:.. __ n ~1.. "rw> 
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state. 62068, Each st.bilizatioi\ and marketing plan 'may ' contain ' 
62064. Each stabilization and marketing p'lan shaIl provide all of p'rovisions which authorize an}{ handler that purchases market milk 

the following: under contract from any . producer t6 pool such market milk for 
(a) For the establishment of prices for ma.ket milk, whether or not pro<tucer payment pUrPoses in accordance with such contracts 

such market milk is subsequently sold or distributed in another inespective of whethe~ such market milk is actu:i.Jly and physically 
marketing area within this state where a stabilization and marketing recelVed at the same milk products plant or diverted, in accordance 
plan is in effect. with such plan. Such p'rovisio,ns may do any of the folloWing: 

(b) That, if area of ~sage-pri?ing is in effect, producers shallbe paid (aJ Frovlde that m .. ket mIl\< that is received from producers by 
not less than the mmunum pnces est.ollsned for the marketing area zni!l< products plants unde. the same ownership, may be pooled for 
wherein such market milk is ulfunately sold or distributed.. purpo~es of paym'ent to Rroaucers, , 

(c) That, if area of usage pricing ,is 'in effect and such mar.ket mill< (b) ~:o~ide that if a handler po.ols market milk, as .provided in 
is subsequently sold or distr.ibutecl-in,any place Wiillin thejurisdict'ion subdf~lSlOn ta'): the .handler shall allocate;' among all producers that 
of thiS sta.te where no stabilization and marketing plan is in effect, parft.clp!!,te 1o' the class ' 1 usage, transportation savings which are 
such market milk shall be paid by the handler to the prog.ucer at not applicable to market mill<, not actually transported between the . 
less than the average of prices which are paid by hanqlers, whose plant of first r-eceipt ana one or !'lore other plants subject to the pool, 
plants are located ;"ithin such area, to producers for mar-ket milk. If, a':ld us!,d for class 1'"':ld ma~ pay to producers ~hipping market milk 
however, no plants are located within such area, the price which shall dlfec~y to a plant subject to the pool a price for usage of such market. 
be paid by the handl!';r to the pr-oducer shall not be less tll/m the rml~ fOr class 1, which price repr~sents the average of minimum 
average of pIjces which' are paid by handle.s to Rrooucers,for market pt0duc~r .Rrice, payabJe DY tfiat particular plant for such class 1 
milk, at the plants in the n,earest marketing areas adjacent to the area usag$\" '., . . 
where such market milk is sold or rustriouteo, as established by the 62009. 'f,he director rna}' .establish 'minimum prices to· be paid by 
stabilization and mat-keting plans in effe'ct in sucli adjacent · handlers to producer-handlers for milk noJ used by . the purchasing 
marketing areas. handler'as class 1 milk. SUCh' provisions may provide that such milk 

62065. No amendment of this article ter.minates or invalidates any if use~ in classes oth,:r .fuan class 1. by tb~ purchasing handler may 
provision of any stabilization and marketing plan which has been be H",a for aJ t.he rmrum\lm pr-lCes estaplished by the director for 
establisned by the director prior to the effective date of such such other us~ge but which sliall-not be less than the prices as found 
amendment. Each sud> plan shall, however, be brought into by the director to be paitl, by rj)anufaduring .milk plants ' in or 
conformity with su.ch amendment at ilie earliest practicable da:te ildjajlent to,. the'ar.ea which ~se Innk for sin:iilru: purposes. Such prices 
after the effective date of such amendment. shall r.emam 10 elfect only 'for the period· during which as 

62066. Notwithstanding any other. provi.sion of this code to the deter.mi'iled by the Ciirector., there is a surplus of producer-handIer 
contrary, the director, in establisning minimum prie.es to oe pard oy, mills. ' ~ 
handlers to producers, fo. market nUlk iiI' any marketing area, may 61!,010: Each stabilization anil.mar.keting plan. may' further provide 
establish, as. the applicaole minimum prices, those prices applicable _ for m!ll<lmum charges fa.!' fllmt llrocessing and trilIlsportation service 
within the marketing area of ultimate usage of such market milk, ,m the market milk Cir maDket .. milk components which are 
those prices applic'lble within the mar-keting area where the plant of tr~a!)SIlor.ted to the 'ar-ea where soUl The stabilization and marketing' 
first receipt of such market milk is located, those prices ap'plicable in "Ian ':lay .en~er-a:te the apl'1lic;able maximum charges, and may 
the marketing area where the producers place of production is estabhsh mdlVltiual chJll'ges 'for each fupction enumerated. In ' 
located, or any of the "Dove or any combination of the aboY-e. esta13lishing any s;uch maXimum charges for 'such transpor tation' 

62067. Each stabilization and ' mar.keting plan ma..y contain servlC~ d,e director. sha,ll base such maximum charges upon the 
provisions which require hanillers to report to each producer room r~tes which ar;e charged for. actual or nea~onably similar servi ces by 
whom mar.ket milk is secured all of the following: hIghway carB'lrs, as ilie ·term "highway carriers" is defined in 

(a) The volume of market milk received fram such producer in Section 85'11 of the Fuolic Utilities Code. 
pounds of milk. 6'2fiiI. Eaen stabilization anil marketing pia!) may provide for 

(b) The inilk fat, .solids-not,fat, of other· component tests of sncB mmlffi_Uffi charges for·the ", .. ious·services performed or rendered by 
milk. a nonprofit cooperative associa!;i:o'n ig "espect to class 1 market milk 

(c) The amo\jnt of mar-ket milk in paunas of milk fat, solids,rlOt-fat sold or dE)li\(ered ' to another 'handler. Mandler services include 
or other components llaia for in fhe sa"eral cla'Sses or pools. eOID.ROnent ~es~ng for llayment pur-poses, quality control, producer 

(d) The prices paid for the various ellisses ~ot each month. lla)(wll, weIghing ana Sampling of bulk market milk. . Each 

------~----------~---



eh.1192 -20-

stabiliZlltion and m"rketing plan may also include, but not be limited 
to, minimum charges for the handling of intermittent or irreglliar 
deliveries of market milk and plant standloy services. The 
stabilization and marketing plan may enumerate applicable 
minImum charges and establish individual charges for each s,ervice 
enumerated or, in the alternalive, the director may tlstalolish one or 
more minimum charges covering one or mor-e of the separ,ate 
handler services. 

62072. In establishing minitp.um h.andler service charges under 
Section 62011, the rurector shall take into consideration all r-elevant 
factors, including, but not limited to, the following: . 

(a) The reasonably necessaFY costs of proMiding such ser>(ices, 
including overhead, as deter.mineo by impartial cost surveys, 
examination of books and "ecor-ds, or poth, 'of sU,ch p,ortions af ~hose 
handlers within the marketil,lg are'a as are reasonably.deteFmine-d b.y 
the rurector to be sufficientlx representative 'to indicate such costs of 
'all reasonably efficient handlers within such maFketing. area. 

(b) The relationship of the esta15lisI,men~, of such minimum 
charges to the achievement ana maintenance of the prper-ly 
marketing of marllet milk and to tl\e effectuation of the purposes of 
this chapter. 

62073. If any contract between a handler and a producer for the 
. purchase of. any marliet milk provide's that the charges for the 
hauling of it shall be paid, in IWhole or in pa"t, IW the producer, and 
such hauling is done by the handler either directly or ~rough an 
agent'or by any person that contracts with, or is designated by, such 
handler for such hauling,. the director may, and upon the written 
request of the producer 'or the wr·itten request of any' associatio!). 
representing the producer shall, im;estigllte th!? rates, terms, and 
conditions which are involved ill such haiilirtg.in order to deter,mine 
whether such rates, terms and conditions are in compliance with 
Section 62070. 

If the cllrector deter-mines that such rates, terms, and conditions 
are not in complJanc.e with Sectio.n 62070, he shall determine, within 
the standards whicp areprescri15ed in Section 62010, the maximum 
charges on account of such hauling that will comply witll Section 
62070 with respect t9 s!,ch purchase of market milk. . 

62074. If the dir-ector establishes a stabi\if:ation and marketing 
plan for market miik, the ruFector shall establish minimum prices to 
be paid by handlers for maFket cream, mar-ket sKim milk, or milk fat, 
or market skim milk comp.onents of sucn market milk. 

62075. The director shall e~tablish the minimum prices to be Raid 
by handlers to producer-sJor class I usage of market milk upon a milk 
fat solids·not·fat or the subcomp.onents thereot and fluid carrier 
ba;is. In establishing· the minimum prices for classes of market milk 
other than class I, separate pFices may be establisheD for anyone or 
more of the following: 
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(b) The selids·noHat or subcomponents thereof contained in such 
milk. 

(c 1 The fillid C<!lntained in such milk. 
(d) Any combinaHon of the milk fat, the solids-not·fat or 

subcomp,ments thereof, or the fluid contained in such milk. 
62076. 11\ estaillishing pr:ices to be paid 'by handlers to producers 

for class 2, class 3 or class 4 market milk, the director inay take into 
consider-ati9n an)' releyant economic factors, including. but ' not 
lirriited to, the {;lnowing: . 

.~a) The relative market v.alue of the various products yielded from ' 
such mar-Ke~ mJlk. . " . 

(,b) 'Fhe marKe~ pr-ice of other mill< which may be used for the 
same PlJ."P.oses that are set for-tn:i" such respective classes. ,', 

(e) "File value of milk used for manufacturing purposes giving 
consid.er.ation to any relev.ant ifactoFS includihg, but not limited to, 
pr.oduct pr.ices, llFoduc,t y.jeld:s, and manUfacturing costs of the lowest 
cl~ of usage of m'lIlufacture'd progucts. ' . . . 

62Q711. A han'dler sl}all ' not pay anx ·p!-oducer less than the 
~pl'licable price ,estaBlished for the usage to whiCh the market triilk, 
purchased from him is, apgl!ed pur-suan! to ~ccounting procedures 
estaBli'sned oy the ili .. ector. If the mar-ket milk·is not applied to any 
pU"P.ose set,forlli in )\.rticle 5 ~"ommeDcin:g With Section 61931), then 
a handler sqall net pay any producer less than the price .established . 
unoer tile applicaBle stabilization and :mar¥eting plan for class 4 
usage. '. . 

6207.8. Aill handler-s who receive market milk within this state 
shall be oBligated ' to pay rninirl,lum pr.gducer pFices established 
unpeF tbis chapter 'regardless of. the area of origin of s",ch milk, 
wh_ether- inside er outsiOle the jurisdich0n of!the State of California . . 

Ar-ticle ~O. UnlawfUl 11r.ade Pr.actices 

62091. The urilawful trade p.actices described in this article apply 
to. eve!,>, handler wheilier or not a. stabilization and.marketing plan 
is in effect in tile area in which the hanarer is licensed or carries on 
his business. ThiS artie\e applies to transaciions conducted,. 'either 
d1rec~ly or indirE\~tly, b.etw.een producers and h",1dlers. 

62092. 'Fhe payment, allowance, or acceptance of any secret rebate, 
secret re~d, or unearned aiscount by any person, whether in the 
fo.rm of money or oTherwise, is an unlawful trade practice. . 

62093. The giving of any milk, cream, dairy lll'oduct, service, or 
article of any land, except to a bona fi.de charity, for the 'Plll'pose of 
secur.ing or li.etairiing tlle tp.aikel milk b!'sif\ess.of any customer is an 
uillawful tr-ad.e practice. . 

(a) The milk fat, contain.ed in such milk. 

62094. lPhe' payment, gift, or the offer or promise of any payment 
or gift, of monex or o.ther thing of value, directly or incllrectly, or 
througj:! an)' agent 'or oili'er irliermeruary, to any person with the 
pu"pose or. design of intiucing,sucli p.erson to become or remain the 

_~ __ ~ _ _ _ .li-. __ ~..... '. . 
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wholesale customer of .any handler is an unlawful trade practice. 
62095. The paym.ent, gift~ or the offer or promise of any payment 

or gift, of money or other thing of value by .my perso~, directly or 
indirectly or through any ~gent or other mtermedlary, to' any 
handler or producer, or the ,!cceptan~e by any handler or producer 
ohuch payment or gift or thing of value,;s an unlawful trade prac,tice 

. if it is for .my of the follOwing: . 
(a) For the purpose ofinducing a handler orpropucer"to enter irito 

a new .contract, or to renew. extend, or modify an existing contract, 
for the purchase of market milk by a handler from a producer. 

. (l:i) As a condition upon which a handler will enter into a new 
contract, or renew, e~tend, pr modify an existing con~act for ,the 
purchase of market milk from .. ' .producer. . . 

,(c) For the purpose of enabling a.handler to pay to a producer, or· 
a producer to receive from a handler., less than tlie minimum class 
usage prices established by the 'dlrector to be paId DY handlers to 
producers for marke~ milk. '. 

62095.1. The payment by a handler, either directly or indit'e.ctly., of 
less than the ' minimum producer Ilrice established JtIlder tire 
applicable stabilization and marketing' plan adopted pursuant to this 
chapter, is an unlawful tr~de practice. 

62096. Except as otherwise prOVided in Section'62098, the purchase 
of any market milk in exc~ss of 200 gallons monthly from any 
producer unless a written controact, which co~plies with all of the 
.requirements which are prescf.lbed l,y th",section, has been e~ter.ed 
into with such producer is an unlawful trade practice. The contract 
shall include all of the' following: 

(a) Th~ amount of market milk which is to be purchased for ·any 

period. "d d' h' bdi" th ., um (b) Except as otherWIse prOVI e m t ISSU VISIOn, e mm~ 
quantity of such market milk which is to be paid for as class I, if any. 
is to be purchased for class 1 purposes. The quantity shall be stated 
in pounds of market "!Jlilk, pounds of marJ<et ffillk fat, or gallons of 
market milk unless the pFice which is to be paid for. auch, class 1 . 
.market milk'is established separately for the market milk fat and 
market skim milk contained in such market milk.· Ifit is, the Cj)lanti!Y 
to' be paid for as class· 1 shall De s~ated in pounds o~ market milk, 
pourids of market milk fat, or gallons of. market milk, or. both .m 
pounds of. market milk · fat and pounds of market skim milk 
separately. . , 

Tone minimum· quantity of m~rket;milk to be paid for asdass ~ Shall 
not be 'less than 70 percent of the total quantity p.,oVlde.si m the 
contract to be purchased at a milk products p'\an-t,. and not less than 
60 percent of the total quantity of market milk fat, or the total 
quantity of Illarket slOim milk co.mponents, but not.necessarlly both; 
provided in the' conaact to be purchased at a country plant, as 
defined by the dire.ctor in stabilization and mar.ke.t plans. 

(c) The price to be paid for all market milk received. 
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(.d) The,date and method o£ pa~ment for such market milk, which 
shall be thafl'ayment shall be made for approxim~tely one-half of the 
market,milk deliv.er.ed.in any calendar month not later than the first . 
day cifthe next, following month and me remainder not later than the 
15th day of that month. . 

(e) The charges for tr!lI\spor.tation if hauled by 'the handler . 
(£) A, pFQviso that no market" milk reeeived within .the total 

quantity provided QY the contract to . be purchased for any period 
shall be Raid fOF at less than the minimum'price for market milk used 
for class 2 . 

The. contracJ may contain such o,rtJ,er prbvisions as .are not in 
confli"ct with this ehapter, A· signed copy of such contract shall be 
filed b tile llanaler with the direetor wi~hin five days from the date 
of its execu.tion, . 

Subdi\iisions (.b). (d), and (f) sBaJI not be applicable if an 
equaJizatiQ.n go,"l, as provided for under Chapter 3 (commencing 
with Section 627(0) is i.n effe~~ffor the area in which the purchase of 
the market milk ·OCCUFS. 

62091. 'Ehe production of, mar1!;et milk in excess of amounts 
pro.,,;ded to bl' ~chased under contracts executed pursuant to 
Section'6209&slaan loe voluntar,y-on the part of the producer and shall 
not De a condition, oral or writf'en, 'of' execution or renewal of any 
such c~ontraet . 

62098. Section 62096 does net ap,ply, to,the purchase of market milk 
w.fiich is necess3:!o/ to meet an unanticipatee ·iiicrease in demand aT. 
an unanti€lpateo shortage in the sl!Pply of a l}andler if both: 

(a). 'the quantitY. of ' maFke~ milk so ;purchased from anyone 
pFoducer does not exceed 1,000 gallons in anyone month. 

(,Bj 1/ comll!'ete recoFd of all such purchases. is kept·by the handler 
and tlie price paid for such milk by..the handler is not less,than the 
p,ric.\, whtch IS estaoliSbeCl in the applicable stabilization and 
marKeti'l'l¥ plan for, the usage to wliich such milk is applied. 

62099. '"he P.iJYffierit bX a handler to any producer, including any 
nonp'r~ru: coop'erati~e)ass0dation actii\g as a producer, or the receipt 
by a produc!lr,-includingtany. nonprofit coqperative association acting 
as a p,roilucer, fFOni a handle. of a tesser price for any market milk, 
distFibuted to any person, incl,!ding any agency of federal, state, Or 
loeal goyernment for less than tlie miriimwn prices established by 
the rurectar to be paiiiby handle" to pr.oducers for market milk for 
the marketing area is an UrllaWfuI trade Eractice. 

69;100, The failure' of an)' fiandle. to pay for rparket milk delivered 
to rum at me runE; and in the manner. specifieti in the contract with 
the PlCopucer is an unlaWful made' l'lraetice. ., 

62101. iFhe I!lFoviSions of trus,article alll!lly' .egardless of the form in 
wruch market mill< is repei'led oy the handler,-and regardless of the 
area of oFigin of such maT-Ket milk. . 
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Article 11. Sales to the United States 

62121. The .director may require th'!.t each person that submits a 
bid for the sale to ap agency of the United States government of 
market milk or any milk product which utilizes class 1 market milk 
shall file with the director, at the same time such bid is submitted, 
a complete copy of such bid and the following certification: 

"The undersigned certifies that in sales by the undersigned to 
agencies of the United ~tates Government., purSU'!Jlt to the attached 
bid, for market milk or milk products util.izing class 1 market milk, 
as such class 1 market milk is defiJled in Chapter 2 (commenping 
with Section 61801), Part 3, Divisio.ri 21 of the Food and Agricultural' 
Code, the undersig'.'ed is camp-lying with all California statutes and 
regulatio'.'s pertaining to the estahlishment and enforc·emen.t by the 
Director of Food and Agriculture of minimum prices to 15e paid 
·pro.duclm for such class 1 market milk." '. . 

All· bids and certifications fil.eq pursuant to ·tfus section shall be 
confidential and shall not be divulged except when. necessary for. the 
pl'Oper determination of QI)Y court proceeding or hearing belofe ~he 
director. 

Article 12. Handlers' Licenses 

62141. The licenses provided for in this article are requiJ:ed<f9r each 
handler. For the purposes of this article, each subsidiary milk plant 
or branch milk plant-, whether under .one O'!"l1eFship or no,!, shall be 
considered as an individual handler. ' 

62142: Eor the. purposes of this artiele. "handler" shall include 
any person defined as a handler under Section 61826 or any l1ers.on 
defined . as a distributor )lnder Section 61306 that purchases or 
handles market milk or market cream for processing, manufactme> 
or sale. 

. 62143. A handler shall not de.al in marke~ milk unless such hanmer 
. first obtains a·licenSe from ~he director for each milk plant owned or 

operated by the handler. The lie.ense provided for in this artiple is in 
addition to 'any license w,hich is fequired by Qivision 15 
(commencing with Section 32501)" or by any law or ordinance of any 
county or municjpality of this state. 

Notwithstanding the provisions 'of Section 61832; "milk 8lant" as 
used in this article, means any place, structure, or building where a 
handler receives market milk and weighs, tests, standardizes, 
pasteurizes, homogenizes, separates, bottles or packages such milk. 
"Milk plant" does not indude a I1lace, str.uctUre, or' b'lilding w.rueh 
is used for the purpose of receiving, weighing, or testing milk to lle 
diverted or. delivered to a.licensed milk giant of the handle., 

62144. Applications for the license ·pwvi8ed by this article shall 
be made on forms prescribed by the director, shall be accompanied 
by an application fee of three dollars ($3), an<:i shall state Ute name 
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and address of the applicant an? such details as to the nature of the 
applicant's business as tlie director may ,equire. Such applicant shall 
further satisfy the director of his or ·its character, responsibility, arid 
good faith in seeKing to carry on 'the business stated in the 
agplication. . . 

62145. Lipenses shall be issued for a period of 12 months from the 
first day of each year or for the remainder of the calendar year from 
the date of issuance. Application far renewal of .. license for the 
following yea. by a lic~hsee, tog~tl]er with the ' application fee of 
three dollars ($3), shall be made pri6ito-the expiration 'date of the 
license he1d. 1f it is not ~o made"the applicant shall pay an additional 
sum egual to roo percent of tl\e al'!l1lication fee befdre such .license 
sliall be issued. . 

. 621it6; The' director. may refuse to grant 'or renew any license if he 
is satisfied that my applicait~, 'or"any person connected with the 
~l'lfllicant, either direetly, or 'indiFectly has violated any of the 
following: " . 

(a) Thjs ehagter or- 'any stabilization and marketing plan or other 
regulatiop adqpted under this1·chapJer. .. .. . 
. ~b) The unia",ful traae practj.c.es provisio:lS set forth in ArtiCle 5 
(commencing with Se~tiqn 61371) of Chapter 1 of this part: . 

(c) Cha!?ter 3 (c.ommenCing With Se:ction '62700) or any poolmg 
plan .established t!1ereunder~ . 

6214'7. The director may aiso, r.efuse to grant or 'renew any .. license 
to.a banGler if lie is satisfied tIlabthe handler has failed to pay for any 
market milk delivered to fiim at -th,e time and in the manner ' 
specifie.!:l in .the conti'aot wfth the producer.' 1 

62148. The I'roceedingS'to determine,whetl]er. or not the director 
sliall refuse to grant '{)r renew a 'licens!' shall be conducted in 
accordanc",wiffi GhaIlter 5 (commencing with Section 115(0), Part 
1 -I?livision 3 ':JJltle,2 ot the G.o,"ernment Code, and the director s\lall 
hav.e all o~ th~ .l1owers gr.atired in such challter. . ' 

62149. 'Une decision max include .an ~rder refusing- to !P'ant or 
ttenew the license 3p'pliea for, or affixi~g such other con9itional and 
probatibnar¥ oraers as may 1';e proper for the enforcement of any of 
the following: 

'(a) 'Ihis cihal'ter o~ an!, ·st.aQilization and marketing I?lan 
forJl1wA)'ed IWPsuant to tliis chapter. . . 

(1'» ''I'he W1;lawfi11 trade praetice~ provisiqris set forth in Article 4 
(commenemg with Sec,tiori 613~l') of Qlhapter 1 bf this part. 

t«) Anx regul:@on duly adoIlted by the director . pursuant to 
Section 61891. . 

62150~ After any deCision in filVoi bf the issuance or renewal of a 
license whicll inc1uaeS-any co'.'di~ional or probationary-orders, if the . 
l1erson to w!lom ille license is issued does not comply with anY such· 
oftd~rsJ the director may susp~nd or revoke the license in accordance 
with the I1rocedure pr0Yided in Sections 62151, 62152, 62153, 62154, 
and 62155. 

~ J' 
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62151. The director may revoke or suspend, as the case may 
require, any license which is issued pursuant to this chapter, if he is 
satisfied that any licensee or any person who is connected with the . 
licensee has violated any provision of any of the following: 

(a) This chapter or any stabilization and marketing plan which is 
formulated pursuant to ihe provisions of this chapter. 

(b) Any regulation which is ad.opted by the director pursuant to 
Section 61891. . . 

(c) The unlawful trade practices pr.ovisions set fQrth in Article 4 
(commencing with Section 61371) of e::hapter 1. 

(d)' Chapter 3 (commencing wjth Section 62700) or any pooling 
plan adopted thereunder. 

The proceedings shall be conducted in accordance witl) Ghapter 
5 (commencing With Section 11500)., Part 1, Division 3, Title 2 of the 
Government Code, and the director shall have all the powers which 
are granted. in such chapter. . 

62152. The direct~>r may also revoke or suspend any license of. a 
bandier if he is saiisfied that the handler has not paid for any m'arket 
milk delivered to him at the time and in the manner specified in the 
contract with the producer. 

62153. The decision may indude an order revoking Gr suspending 
the license held by the licensee, or affixing such other conditional 
and probationary 'orders-as may be pr.oger for tlie enfarcement of this 
chapter or any pravision of any sJabilization, and matJseting plan 
farmulated pursuant ta the pro¥isians .of tlili chapter .or of any 
regulatian·adapted by the director pursuan~ to Sectian 6189,1. 

62154. After any decisian, which includes any condjtion.'il -or 
probationar:y orders, if. the respond'ent daes nO.t com pIX with any 
such orders, the director may suspend or revoke .tlle license in 
accordance with the procedure which is proY{tled<in this article. 

62155. Whenever the director is satisfied, either by investigatien'Qt 
after a hearing, that a handler is unab.1e to pay.foF any market milk 
purchased from any'pr.oducer, and is further satisfied that ·to per-mit' 
the haneller to contil\ue to Bprchase and receive any market milk 
from producers would be likely to cause serio.us and irreparable loss 
to producer,creditors and other producers, the dil'eg,tor may· 
thereupon and for-thwith shor,ten the time fer hear.i'lll . thit is 
pr.ovided for in Chapter 5 ~commencing with Section 115j)O) "Part 1, 
Dh.ision 3, Title 2 of the-Gover"",!"nt Code, an.d thereupon.ma~'issue 
an order ta show cause wliy tile license of suph handl'er should not 
be forthwith suspended or revoked. The time of notice of tlie liearing 
shall not, howeve~, be less than five days. At such hearing the haneller 
that is proceeded against shall be ordeFed to show cause why the 
license should nbt be suspended or rev.oked, or c.ontinued under such 
conditions and provisi.ons, if anY., as the director may COnsider just 
and proper and ' for the protection of the best interests of the 
pr.oducer.,creditors and pr.oducers ,from whom the handleF has been 
and is receiving any matket milk. Following such hearing, the 
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deCision of the director shall become effective at his ' discretion. 
The hearing, in' the case of suc.h emergency, may be called upon 

written' notice whieb is,seryed personally or by mail 'on the handler 
that is inveh,ed. It may be. held at the nearest .office of .the director 
or at suc\! place as may 'be most"convenient'in the 'discretion .of the 
director for the' attendance of all of the .parties that an~ involved. 

Ar,tic!e 13. Handlers' Bonds 

62181. Tn.e bonas pr6vided f9r in this article are re,!uired for each 
haneller-. For the purposes of (his article, each subsidiary lnilk plant 
or.·15Fanch mill< plant·, wl-iether'under one .ownership or not, shall be 
considered as an individual h'andler. 

62182. Every hanelleT Defore purc\!asing any market milk from a 
prtiduC,er shall exeeute' and deliver to the director a surety bond, 
executeg by the ap.plicap.t as Iirincipal and by a surety company 
qualifil'd and autllor.ized to 'do business in this state as surety. The 
minimum amount'bf'tne bond shall 'be oased upon the average daily 
quantity of m¥ke~ milk ll~.chased. qy the handler during any 
calendar moutll during a license yea~. . 

The mihlmum amOUnt of the bond 'slillil be as follows: 
~a) ®ne thol!,sand dollars l~$1,OOO,) (or any haneller \bat purchases 

an aveFage dailx guantit'· of. maFKe~ ~ of less than 100 g;allons. v") 'El<)'0 thousana. Q.ollars ($2,000) ,[0.& any handler that put:chases 
an ·ave"age daily quantity of .at- least tOO gallons 'but less than 200 
~~ . .. " .'. 
. (C.1 Th.ee thousand dellars ~$3,OOO) forlany haneller that purchases 
an average <laily quantity of .at least 200 g'!llons but less. than 300 
gallons. . ' . . 

(d') Five thousand dollars (§5:000) fOF any han~er that purchases 
an average daily quanfity o~ ·300 gallons or more. . 

621.83. 'If: any, haneller ~o inCt;~ases fiis purchases of market milk 
during tile license' year- tha~ such purchases exceed the amount for 
which tile Randier is bon8.ed, S\l~1l lialld!er shall forthwith post such 
addftionai \;ond as may be require<l to comply with this article. 

621&1. The· bonds reguired by Sections 62182 and 62183 shall be ' 
up-on a form approved by. tile director, and shall~be conditioned 'upon 
the payment ·in the manner tliat is required by this chapter, of all 
~mounts due to .p),oducers for .m81'ket .milk purchased by such 
licensee or applicant dUFiog tile license year. It shall be to the state 
in favor' of ev.ery I>roduc"{ of maFket milk. . 

62185. If a handter .fa1ls to pay any producer or producers for 
maFket niilk in tile manner that is "required by this chapter, the 
director shall p;oceed ' for,thwith ·'to . ascertain . the names and 
addr-esses . of all the pro'ducers that the haneller has failed to pay, 
together with the amounts due 'and owing to them and each of them 
Il)l su~h hantller, anti shill requ~st~all such producers to·fIle a verified 
statement of thei. respecuve.claims with the.di:ector. The producer 
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need only verify ' that he is owed an 'amount by the handler. The 
actual amount in such case may be ascertained by the director. 

62186. After determining tire claims of such pr.oducers, the director 
shall bring an action on the bond on behalf of such producers. 

Any producer not satisfied with the amount of such producer's 
claim as determined by the director, or with the ratio such 
producer's daim bears· to all claims against the boml as determined 
by the director, may intervene in such an action so that the COHect 
amount of his claim and the ratio it bears to ·all the daims may be 
adjudicated. . 

62187. Upon any action being commenced upon the bond, ·the 
director lOay require the filjng of .a ne.w bone! in such amount as 
determined by the dkector as will be suffic.ient to satisfy claims for 
payment of producers thereafter supplj!ing market milk to such 
handler, a,nd immediately upon a recovery in any, sucli action upon 
such bond, the. failure of a handler to have filed' a new bond within 
10 days after notice fro)Xl the director constitutes g;ounds for ~he 
revocation or ·suspension of tne license of such hantller. , 

62188. If recovery UPOn the oontl is not sufficient to pa)' ail of th.e 
claims as finally determined and adjudged 0)' the court, ~ny sud, 
amount recovered shall be tlivided pro rata among the 
pToducer-crediteTs. 

62189. The failure of any handler that pur.chases lIi.rket milk from 
producers tOlexecute ani! deliver the 00",1 as Jlrovided an.tl r.eguireil 
in this article is a violation Qf this cnapter. The failure of any such 
handler to post any additiona.! bond as ma~ b1' reguireed to comply 
with .any provision of this cliapter 'is also a violation of trus e1iapter. 

62190. Fayments bx·a Ila,nedler to a p '-oducer, for the,purposes'of,any 
action on a handler's b'ond or bonds fO'r any year or y.ears, Shall De 
credited first to interesr, and then to princiIla:1 due, owing, and 
unpaid. Amounts to be appJiee. to principal shall be aplllietl 'first to 
the amount due for the most re'cen,! deJiveries and then successively, 
in descending .order, to the amounts due to the next mos~ r.ecent 
deliveries. 

Article 14. Adroirilstrative Eees 

62211 . Every handler subject to tire provisions, of any st~bilization 
and marke ting plan, including a pr,oducer-handler., shall tleiauct as an 
assessment from payments matle to prodl.lcers for 'market milk, 
includiI.\g the handler's own llr,oeducti.on, the sum of ·6ne· and 
six, tenths cents ($0.016) per Iiunai:eaweight of market mill<. 

The amount of the assessm1'l)ts so de.ducteCl shall be paid to the 
director on or pefore the 45th day following the last day of theanonth 
during which such market milk was receiveg. 

Every handler subject to tbe provisiOns of ~ny stabilization and 
marketing plan that Rurchases Or handles m"r-ket milk nom 
producers, including the banedler:s own production, if any, shallllay 

i , , 

, 
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a fee 6f eight-tenths of one cent ($0.008) per hundredweight of. 
market milk. 

The amount of such fee shall be paid to the director on or ·before 
the 45th da)! following ~Ile last day of the month in which such market 
milk w~ receivetl. 

62212. The' ditectQr may fi,)< the rates of assessments or' fees 
required by' Section &2211 at lesser .amounts, and may adjust s)lch 
r.ate.s of assess;ments 01= £e.~s f'F0m time ,to time,-wl.lenever he finds that 
the '!,ost of administer-ing the pr\?visions of' this chapter can be 
edefr.a~ed from revenues <ler;.veo fro!!! sucl) lower rates, provided 
that the rate of assessments deducted from payments to producers 
fBr mar.ket milk, in<!lutling ilie ha:ndle",'s own production, and the 
rate offees paied by, handlers sJiall'at; all times be in the ratio .of two 
to one. 

62213. Any assessment or Fe!, or_.!'i):her of them' payable purs\,ant 
to any provisIon of tli'is ar~ide is a ,debt of the person by whom such 
assessme,nt or feE> I)r either of theql is payal1le, and shall be due and 
llay,lI11le to the <lirector ugoli the -date set forth in·Section 62211'. If 
suel; Rerson does 'not pay suqli assessment 6r fee or either of them 
upon iRe reqUired date, tfie director may file. a complaint against 
such person in a state court of competent jurisdictien 'for the 
collectian of such a:ssessn'J:ent or fee I)r either of them. 

If '~'y sudh p'e~son edoes .not pax 0 the dire-;'tor the assessments or 
fees 1)[ either of thein pmvi<led for in tI1is apticle, on or before the 
date specified in S,ection /j,2211, tile direc.tor may add to such unpaid 
assessments or fees',," eitller 6£ them an amount not exceeding 10 
per,cent of suc)1 unRaid assessment or fees or either of them to defray 
the cost of enforcing tbe collection· of such unpaid assessments or fees 
01' either of them. . ~ . 

Article Ip. ~~ports and Sta,tistics 

. 622U. All handle .. shall make and file witfi the director at least 
0l)ce each month sucn r'lpoFts as ~he directQr may require to enal)le 
him to er.i'force ):he p"ovlsions o~ tl\is cliallfer. 

62242. Eyery fiandler tfiat purchase.s market n;lilk shall make and 
keell for Qne y.;ar la corre.ct "eeoro ",hicn s)lo~s. in detail all 'of the . 
folloM!ing with r.eference to the' handling! . sale, or storage of such 
marRet milk,: . , . 

. (~) Tile name and adedress of the seller. 
(5) ll.h!' edate the,market @llk was recei.ved. 

• (c) The amount of market milJ( received. 
(<II) :rhe offfeial tests o'fHlie market milk' purchased . 
(e.) The usage of the marKet milk. . . 
(f.) Eviilence of pay,rnent for. the market milk purchased. 
,(,/;,) Such further records as the director ,inay require. 
622l!G. <'\.n)' recor.a or report ma:::de to the director pursuant to the 

provisions of this .r.ticle is confidential and shall not be divulged, 
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except if necessary for th~ proper determination of any court 
proceedings or hearing ·before. the director. 

ArtiCle 16. Testing, Weighi~g,an~ Sampling 

62271. The director shall supervise the milk fat and milk solids not 
fat testing and the weighing and sampling of market milk delivered: 
to · handlers. . . . 

62272. The director may allocate.fiom the funds which are i:lerived 
pursuant to .Article 14 (commencing with Section 622ill of this 
chapter such sum for any fisc"l y.ea., not exceeding ninety-five 
thousand dollars ($95,000) which shill be used exclusively for the 
supervision and checking .the corr-ectness of the milk f~t, milk solids 
not fat, and bacteriological tests and the weighing and sampling of 
all market milk deliver.ed to J,andlefS 'in accor.dance willi tWe 
stabilization and marketing plans established pursuant tQ the 
provisions of this division. 

Article 17. Local and Regional Producer Advisory Boar-ds 

" 

62301. Except as otherwise previded' in .Section 62303, the pirector 
may, if he deems .such boatd necessary or advisallle, appoint: 
. (al A local advisory board for a\lY marketing are"a established as t 
presoribed in this chapter to assist anti advise fum in. matters which 
pertain 'to the production and marketing of ma.ket milk or to tl\'e 
operation of a stabili'zati<in and marketing plan. 
. (b). A regional advisory hoard, ·if ~e i:leems such board necessary 

or advisable to represent seyer.al matketing areas adjacent to each 
other and wherein production conditions and costs are reasonably 
uniform. ". . 

62302. Except as othenvise provided in Se9tion 62303, the dir,ector 
shall appoint: 

(a) A local adviSOrY board', if a majority of the producers 
individually, or through any nonllrofit agricultur,al cooller-ative 
marketing association which is authorized. by its members to so 
petitiOn, reqllest the establishment of suen board. 

(b ) A.regional advisory board, if in each m.arketing area wnich is 
involved a majority of producers that supply such marketing areas 
individually, or through any nonprofit agricultural cooperative r 
marketing association which is authorized by its member-s to so 
petition, requests that such a boar-d be established. 

62303. The director shall not ~sta.bli.sh any, local,or regional ad"isory " 

No regional advisory board shall be set up to include imy 
marketing area which on.September 7, 1955, was operating under a 
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local ad"isory~board, unless by petition as provided for in this article 
or tlifougn puplic hearing, pr,odlicer.s of such marketing area request 
tbat they. be :r:epr.esenteil by a regiopal advisory board. . 

62304. If the dir-ector reeeille,s a qualified lletition for a local 
advisory board, he may investigate the pos.sibility of- establishing a 

. regiona1 advisor)! board cover.in the maFketing area from which the 
petition was received and tile a.!!ja~ent maFketing areas, by holding 
one Or more public.lfear.ingsJor ~he pmpose of establishing whether 
or not a majoriw of lilreducer-' supplyiilg the marketing areas 
gropesed to De 'included in such·r.egioil desire such regional advisory 
l5oard .. 

623J'!.5, A. local ad\tisory boar-d estaljlished pursuant to this article 
snhll consiS~ of se,ven mem§ers w_ho· sp.ill be pr.<iducers, that supply 
marRe.t nillR to hlie par-.ticular marReting area. /I. rl'!gional advisory 
board may cpnsist of any number.o£mem..ber:S\whp are'producers that 
sllill?ly mar.ket milk to any of. the marReting areas in the region, but 
shall consist ovnot less than one member from ~ach such marketing 
area in the :regien. 

:Flie tepIIl pFoffice of, each membei of. a regional adviSOry 
local adviSoi'y board snidl. be two y.ears. 

director may ",e"l.oYe any. m.ember from a, local or a 
regi<iniil ad.viSor,9 beard1f he finll" after a nearing, that such member 
is gJ,lilw of nQru.l'asan£e OF malfl'!asance in office. 

62308. Tlie dir.ector mal! allPoint a member to. fill any vacancy on 
a toca! or a r.'lgi<ipal adllisor), Doal-d, 

62309. Each r.e~.onal aayisor>~ board and each local advisory board 
ni!iy.meet in reg)llar session eac!). )'llontil, and each member' shall be 
allowed .~enlo/ lt0llars ~$20l Rer diem and mileage at the ' rate of 
fifteen ~erJ.ts '($0,15:) Rer mile to), atteWing such regular 'meetings, 
and any other. meeting or conference which is called or authorized 
by the director ~tliin or outsia.e of tl'ie boundar-ies of this stat",. 

62310, Any regional or local ai:lvisol)Y Doard !ll~y, with th~ previous 
~llpro)lal of :tile dire.ctor, ell\ploy such ·personnel as may be necessary 
in the per.foiman·ce of its <\u,!ies and' shall ,.:dopt regulations for its 
conduct EJach such board shall submit a budget of its expenses to the 
director for his agprollal. 

The fimi:ls to be us!,i:I for the maintenance of each such board shall 
Ile paid·from the pr@ceedsofassessmenJs and licenses which are paid 
to the lIir.ecto.r unner iIle'lltan af anY area which is represented upon 
verified 'ilairns. that are pr-ese~te>l by the board to the director. A 
tegional or local a8:liisory hoard shall no,t incur any e~penses except 
those for- ger aiem anp mileage, unless ~he 'exp'enses are approved by . 
thEll directar, . 

623>11. Regional and loc~ adviSor,y boards ,\:lall review with the 
, ilirector the mellie.Os wHich ar-e [9 be used in aetermiping producer 

costs, anid aid the 1\irector in tlie selection of the le.vel of production. 
w.rneh is necesSary te:> meet 11\1" !E.eguirements of Section 62062 with ' 
respect to pratl.licer price milfimums. 

. board pursuant to this article if he finds that the assessments or fee. i 
which are collected Pllrsuant to Nrticle 14 ('commencing wi'th I 
Section 62211) of . this chapter- from tne ma.keting ar-ea are I 
insufficient to' cover the1costs of-such local or regional advisor.y boara. 

--'--'------



Ch. 1192 -32-

62312; For purposes of developing uniformity of administration as 
between marketing areas in which prod'ucer advisory boar-ds have 
been appointed: the ' directof. shall 'call together r~presentatives of 
regional and local advisor,y boards rr.om time to time to aovise him 
as to the relationships in producer costs among the mar-keling areas, 
and may deSignate such representatives 'as the statewide committee 
of producer advisoTtY boards. -

62313. It is hereby declared, ' as. a matJer of legislamve 
determination, that producers of market rp.i.lR appointed to the 
regional advisory boards pursuant t", this article are intended to 
represent and further the inferest of . a par.ticular agFictiltural 
industry concerned, and that such representaHon and fut.ther.ance is 
intended to serve the public interest. A:ccordipgly, tile Uigislarore 
finds that, with respect to persbns who 'are appointed to such 
advisory boards, the panticular industry concerned is tantamount to; 
and constitutes, the puhlic genefally within the meaning of Section 
87103 of the Governrrlent Code. . 

Article ,~8. Actions and Eenalties 

62401. The· violation of any provision of this chapter., .or of any 
provision of any stabilization and marketing plan, o.r of any 
regulatiop adopted' urlder this chapter, is a misdemeanor which is 
punishable by a fine of not less than one' hundreil dollars ($ lOQ) and 
not exceeding one thousand dollars ~$l,ooo), or by impri~onm.ent in 
a county jail 'not exc'C'Cding six l1\onths, or by both such fine and 
imprisonment. The amount of penalty which is assessetl pursuant to 
this section on each count of violation.shall be based upon the nature 
of the violation and the seFiousness of the effect of such violation 
upon effectuation of the purppses and' provisions of this chapter. 

62402. Any person that violates any provision of this chapter, any 
provision of any stabiliz~tion and marKeting plan, or any regulation 
adopted under this chapter, is liable Civilly in an amount not less than 
one hun.dred dollars (Sl00) and not to exceed one thousand dollars 
($1,000) for each ard eveey violation. Such. penalty is to bMecovered 
by the director in any .court of cO.mpetent jurisdiction. The amount 
of penalty. which is assessed pursuant to this section on each count 
of violation shall be based upon the nature of the violalion and the 
seriousness of the effect of sMeh vio'lation upon effectuation of the 
purposes and provisions of this;chaptel". Any sum wnich is r.eco~ered 
under this section shall be deposited in the State 'l'reasury to the 
credit of tlieDepartment 'of Agriculture Fund. 

62403. The direc,tor may bFing an' action to.enjoin the v,iolation, or 
the threatened vi.oration, of any pr.0vision of this cHapter, any 
provision of any stabilization and marketing plan, or any regulation 
~dopted under .this· cha.pter in the super-ior cOl\rt in the county in 
~hich such vi'olation o~curs or is ~bout. to oceur. TheFe may, be 
,mjoined,in one proceeding any number of defendants alleged to oe . . 
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. wiolating the' same pFovisions, orders, or regulations, although their 
properties, inter.esB, 'residences, or places of busll\Bss may be in 
sever-a1 counties ane) the \dQlations separ;>.te and' distinct. Any 
proceeding whJoh is brought pur-suant to this section shall 'be 
gov.emed in all Qtlier fespeds ay the provisions pf Chapter 3· 
(commencing with Section 525)" Title 7, Part 2 of the Code of Civil 
Procedur.e. ' . . 

SEC). 6. Section 62'102.1 is added to the Food and Agricultllral 
eode, to reao: . ' . 

62702.1. It is recQgnized bM the Legislature' that the provisions for 
e(lualizalion of us~ges among p,J0ducers and.entry of new .producers 
contain' eo in the Gonsalves' 1ffilR, Pooling.1I.ct, as orjginally enacted, 
and the poolin'g !llan adopt~o thereunder., tended to achieve the 
Qurposes sf tflaJ ast; however;, the provisions' for more rapid 
equalization and 1!oditiot1,al new enit¥ would more rapidly and 
effectively achieve· the. purposes of this chapter. . 

It is also r.e~ognized that some holders . of pool quota . and 
producti?n base,inlHa:llj(iissued un?,er. the,Go~sal~es Milk Pooling Act 
ha\1e walted for se,\1eFal l(ear.s for equalization, ·and that equal,zed 
!lr0OUCeFS . have f.or a nwnber of years not shared in any of the ' 
b.enefits of new. quot~ creafij'a· by, '!;ew usage. . . . 

It is IUr.th;el" recognized th~t i~ is necessary to promote and to 
aHempt to assure more rapia equalization, of the holders of pool 
q).lota issued substj'('l).lent to the initial allpcation of production bases 
and pool guota gU':,S.l"qt to t!'(is challter, and to provide for a program. 
fOf entJW and fOF 'egualizatron o. new. producers. 

It is the pur-pose of the amendments to this chapter to l'rovide a 
reasonable and equitable .mechanism to permit more accelerated 
eqjlalization, to equaliZe the holoeFs of pool quota and production 
hase initially issue"d unde. the Gons?Jves Milk Fooling Act and who 
are not lIet equalize<i, '!11O to legislatively. iliac ate in a fair and 
reasonable manner, a· sha~e of new ,pool quota crea.ted by new usage 
to. existing pool quill,a holders .who ar~ ,not equalized, to new 
pfoducers, and to equalized pool qyota holders who have not shared 
in the benefits of the growth 6f new usage since the original . 
enaelment of the Gonslllves'Milk Pooling Act?ind 'the . poolirig plan 
tllereundo"r. . . . . ' ' . 

SEt:. 1. Secti:on 62'l05 of the Food and Agricultural Code is 
amenoea to' Fead; . 

62705. )\ffter th!> i\ir.ectoF, wiln the '1aVice and assistance of the 
formulation committee, has 'Formulated the proposed plan, wlUch 

. 'shall be withln 90 days of tlle effective date of this chapter, he shall 
holo! one 0r more public. hear.ings in ea'ell proposed pooling area to 
be af(e.cte8 ax the pr.opes.ed !lIan (or the P,ll"poses of considering 
modifieatlon of$e prop,osed bOUl'lllani'es ano formulating the pooling· 
plan ,¥hieh ~1l'bes.t aceomRlish the'Burposes oflhis chapter. Notice 
ef such puolic hearings sh,dl be given to each pioducer, including ' 
ea:ch member of co.operalive mar-keting ass.oriations, who ships fluio 
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milk ·to a distributor and to each distributor who rec.ei¥es fluid milk 
from producers. The procedures for the giving of notice and the 
conducting of such heariI1gs shall be the s.~me .~ those prqvioeo in 
Chapter 2 (commencing with S.ection 61801) of this part for public 
hearings on stabilization and m:u!seting !'llans, 
• SEC. 8. Sectipn 6T1rn of !'he Food 'and Agriculture eode is 
amended to read: 

. 62707. The formulation committee shall make recommendatioris 
to the director for inclusion in the pooling plan, anil the director shall . 
include in the pooling pl8.I\, the follOwing: 

(a) The establishment of one or more pools throughout the state. 
(b) The base period to be,used ircdeter)'Ilining the production and 

cll'Ss 1 usage bases of each produc!"r directly affected by the \looling 
plan. Such ba,'ie period. shall, at the producers option, be,his fluid milK 
production and usage in the pool area during the calendar )(ear.1967. 
on an average paily basis or his'groduction and usage in the pool.ar.ea 
during the last six months of 1966 .on an average daily baSis. . 
. As to a producer south and eas,t of San Gorgonio Rass, ,his 

production base may at his option, b.e four times his production'in the 
months of Dec.ember, 1966; and Januar~ and Feoruarr" . 1967. 

If a producer, during an~ such base, period, had a valid contract 
·with a distributor, or as a lJl.ember oJ a co,operati'ie association had 
an allocation, which grovided that the distributor or cooperafive 
association was reqlired to accept a la,ger'amount of.flujd .milk, from 
such producer than the pr.oducer actually gro<iuced $luring such 

'period, on graof satisfactory to the director of such conttaet or 
allocation, the producer may, at his option, have t1ie amqWlt 
specified in the contract or allocation established as his pl'oduction 
base. , 

(c) The estabiishment of a dass 1 usage for each producer, which 
shall be the amount df his production. of fllid Iriill< accounted for. as 
class 1, .an.d any fluid milk sold for use as class 1 to a Uni\$ld ~mtes 
military installation bu.! which was not accounted for as class l. 

(<\) The allocatiqn ' to e_ach producer within 'any Jilool .of a pool ' 
quota, wl;Uch, initially., shall be 110 percent of that producer's Class 1 
usage, as determined 'in subdivisipn (c·) of this section. 

(e) The cletermination of new class t usage aHd the allocation of 
pool quota based thereon in a manner consistent wit1\. effectuatig.g 
the purposes of this chapter. 

All producers who have not reached the equalization point shall 
share in such allocation of pool .guota on the basis of a formula which 
shall give substantial weiglit to each pr0ducer's producfion base, out . 
which at the same time shall allocate a lar.ger percentage to liardship 
cases and low class 1 usage pFoducers. 

Such allocations shall be made on th'e basis of each individual 
producer, With each co.ope.atilre associatibn considered as a single 
producer. The coopep.atd'><e aS$<!ciafions 0£ pr,o'ducers shall reassign 
any new quota to their own members subject to the pFovisians of 

1 
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Seclion 62'110. . , . 
An.nually, within nN niar.e 'than four. '!loilths after August 31 of 

eaeh year, the 'pool quota: sh~ll be adjuste<i by each component to 
reflect any, such additional pool ~uota.' It is i.ntended· that such 
increase shall generally reflect the (nareased class' 1 usage which 
<ieveloped duEing the pIece-olin'g ye"" adjusted for the director's 
estimate of class 1 requirements for the succe",ding year, allocated in 
the m.anners!'lecified in tlie po.ol pJal'. 'Phere shall be no downward 

'adjpstrnent of pool .quota 'below the quota' initially established 
pursuant" to this chapter. . . 

(of,) The establishm.ent of productiOn bases·and pool quotas for new 
flui<I milk pren'!.cers ~ho Wish to enter the' pooling plan after the 
e£rective date· of the plan. The recommemlations of the committee 
shall lie reasonably' eqlitable to both such new producers and to 
Rarticipatlng producers and consistent 'with effectuating the 
pur-poses of this chapter-. . .' 

(g) Tohe tfa,!sfer of production bases and pool" quotas from one 
fluid milk prosucer to anoiher und,er conditions so designed as to 
prevent a!;Juses iIi s].lch transfer-s.and to alioid the development of 
excessi",e values for such bases and quotas. '. . .. 

(h ) Any. ¥,d all other IJ1atters necessary and desir.able to 
effectuate. tlie prbv.isions of thIS ohapter, . . 

'Phe recommendations· of the formulation ' committee and the 
pooling Nlan may· provide ·exc'el'1tions from the plan's !ieneral 
aP.l'llic,~tion for inilhddual Cases of hardshIp.. . . ' 
. 'SEQ. 9. Section 62701.1 is adued to ille Food and Agnculture 

0ode, tp read: • . 
~2:f01.1. (aJ 'Fhe director, on July 1, .1978, shall is~ue new pool 

quota suffi.cienf to brins-<all holder-s of production base,and pool quota 
as of That illite (excluding anll Ilroduc;tibn base'and pool 'quota Issued 
pursuaQt 'to subdivision If) of Section. 62707·), to the equalization 
!loint botll all the fat and the S"oUdsmot·fat co.mponents. 

(0) Su1>sequent to JUly 1, 197.8, allaiJoc.ations of.new class I usage 
deter-mined under subdivision (e.) ofSeetion 62707, shall be made as " . follows: . 

(1) For.\)! percept to Ilraducers whose total p·roduction .base. and 
p'ool 'W0ta are 1>elow t~e eHuaIization. point, . to be allo.cated 
according to provisions adopted by the OlFector m the apphcable 
pooling Rlan~ . , . ' 

~21 For-ty per-cent to preduceFS whose total prod,uctlOn base and 
poel quo.ta are e'lu~l to or aboye the'. equahzaho,: pomt, such 
allocation to each such producer to be in the same ratIO to the total 
allocati'On unaer this subdiii,sion as · t~at· producer:', total holdings of 
quota bears t9 the total quota holdings of all equalized producers; 

(3? The 'remaining 2(l p<:rcent shall be utilized for newproducer 
allocations under sueilivision (fj Of Section 62707, accordmg to the 
pro'o<isions iri the then applicable pooling' plan: .. . ' .. .. 

The. ter,ms "total proc,\uction and pool quota . and total quota 
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shall ' for the purposes of this 'subdivision, incl~de allocations of 
production base and pool'qllota issued pursuant to subdivision (f) of 
Section 62707. 

SEC. 10. Section 62708 of the Food and Agricultural Gode is 
repealed. 

SEC. 11. S~ction 62708 is added to the . Food and Agricultural ' 
Code, to read: " , 

62708. "Producer,handler" for purposes of this chapter is any 
person that is both a producer and a. handler of fluid milk 'or ·.fluid 
cream. For tlle purposes of this challter, a prod-;'cer-handler is a 
producer in any transaction which involves the deliv.ery of bulk fluit! 

. milk or bulk fluid cream Which was produced by him to a handler, 
or any nonprofit cooperative association of prOducers and is a I 
handler in ' anY transaction which involves the .purchase by him ot t 

fluid milk or fluid cream, the pasteurization or packaging of fluid ' 
. milk or fluid cream, or. the ,ale or delivery of packaged fluid milk or t 
packaged fluid cream to any person. . ' 

A producer-handler, includin'g partnerships or co~.porations with 
common ownership, where the ownership of'the producing entity is 
substantially pr,oportionate to the lOwnership of the handling. entity, \ 

, shall have the option, at the,fun:e of tile adopti:on of the1initial pooling 
plan under this chapter; to h'ave a prod,l.\ction q!'Se ana pool quota 
established as a part of the pooling plan provided for 'in this ch~pter, 
or to elect to operate en,ti.rely outside of t!>e pool for pnx!ucer 
payment purposes. Thi,s option is available only in sUch cases wnere 
the producer-handler on Januany 1-, 1968, exercised complete ant! 
exclusive control over the operation ana management of a plant a,t 
which he processes milk received from hiS own ,milk I2roauetion f 
facilities, except Jor llut,ch~ses in bulk or packaged fluid milk, f.iuia 
skim milk or. fluid· cream which do not exceed an annu'al average of 
50 gallons per.'day or 5 percent of Ills tolai fluid milk sale,s, whichever 
is greater, ' and only in such case as the producer-llantller haa retail 

. sales for its own acco\IPt of !lot l,ess t~ 66% percent of ifs'total class 
1 sales. 

Any producer-handler electing to' be excluded from the pool may 
at any later time be admitted to the pool, but with only the 
productior base ana pool quota to which he would have originally 
been entitl",d or his 'aver~ge daily production and class 1 usage during 
the 12 'months precedihg his enh'¥ into the pool, whicliever' is less. 

SEC. 12. Section 62708.1 is added to the Food and Agricultural 
Code, to read: 

62708.1. Any producer-handler who qualified and elected an 
exemption under Section 62708 and continued eligil>ility for suel; 
exemption by complying with the requirements of that section shall 
be entitled after January 1, 1978, to continue' such, exemption 
provided that sucn producer-handler maintains retail sales for his 
own accoilnt of not less than 50 percent of his total 'Class 1 sales and 
his purchases do not exceed 25 percent of his total fluid milk sales, 

Ch. 1192 

except that any purchases. exceeding 5 percent of such sales shall be 
From pool sources, . 

tiny llfOduceF-nandler qualifYirlg foi' and electing an exemption 
under Section 62708, and maintaining<such exemption under ·Section · 
62'iQB and this section, may, after January 1, 1978, elect during the 
61-day period of August 1 through September 30 of any year to obtain 
a llfOduction case and l'1001 quota under Section 62708 and enter the 
pool subject to the option provision of Section 62708.5. 

SEC. 13. Section 62708.5 of the Food and Agri.cultural Code is: 
r,epl'alea, . . 

SEQ;. l~. Section 62~08.5 is added to the Fqod and Agricultural 
€lode, to r!'lad: ' . .. 

52-7OS.p. A producer~hanaler for the purposes of this chapter shall 
also include, as a separate,and.distinct categor.y of producer-handlers, 
any llwducer. and any handler who purchases Or handles fluid milk 
or fluicl cream p"oauced ey ~uch proil\f<:er if they meet the 
r.equirement that all oj the owner-ship _of the handler and all of the 
o~nership of the prdduC'er is ·owned by the s,arne person.or persons · 
anid their 'owner$hip in the p.educer or .handllor is at least 95 percent 
idenpeal fOF each p.erson w.ith their. own!'rship in the handler or 
llroducer. Such q,wnership sl'l~U not 'exceeg 10 individual persons or 
0"tneFS of equitabte. intereSt in a partnership, c.orporation,.()r o.ther 
legally 'COtlstl~utea business· assoGiatib.n. 

:Fne o~eFSl1ip req)Jii'ed. oy tnis section may ' be through a 
partnef.Sllip, cor-lloTation ,or >other legally .constituted business 
association so long as tlie entities are owneJi by the same person or . 
peJ;Sqns, apt! tnere is at leasJ 95-percent· identity of ownership for 
each llerson witli tl'leir owner-slii]:l iIi t'he;Banllier or proc!ucer. For the 
PJlqrJses of"iliis secJion a "persoIi~ or : 'peFSons" includes the,spouse, 
or allier persons of lineal consaIJguinity ohlle ·first Or second degree 
OF ~dllateFal con5a!lg~ity ,to the fourth degree ~ ,defined in the 
Pr~ate Gode, and inelr ~ouses, and inClu~es an adopted chil.d the 
same as a natur,al child and kin<fr!>d of tQ:ll' half blood equalJy with 
tl'lose 6f the wnole blooe of tl1e' owner and ownerships by persons so . 
retatea Shall be considered.siI\gle owner.sliip by one person. For the 
pUFpOSes of this se.etlon, llrQperty lliedged or hypothecated 'iIi any 
manner to o.thers shall oe consiClered "owned" so long as equitable 
own.er.ship w.,ito management · an~ conffol remain with . the 
p'r.o,ducer-handler-. . 

®wnership as p,rovided in this,sectio!' shall have eJeisted at the lime 
of tlj,e base period selecteifoy the prod)lc~r tinder Section 62707 and 
at all other times therel(fter. 

Any such llroducer-Clismbutor shall h~ve the option withip 90 days 
of the enactment of tnis seetion at tlle 1969 Regular Session: ' 

~~) 'Fo join and operate wliolly within such pool, or 
(b) 'TIo nave its entire Original ]:lroduction base and pool quota 

de,te.rmined during fhe base lleriod it selecte·d.as a producer pursuant. 
to SeCtion 627JJ7., esfablished as a part of'such pooling plan, and, 
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nevertheless elect to operate· entirely outside 'of 'the pool to the 
exte"nt of provisions of this section. . I 

Any producer-handler who. qualifies under this section and elects 
to operate outside the pool, to the extent of the authonty granted, 
shall have the right to make deductions as follows from its own class 
1 sales, excluding sales to a handl~r, whether in bulk or packaged, 
before being required to account to the p.ool: 

(1) If it has not sqld production base and 11001 quota subsequent 

(

to February 9, 197'\, it may deduct its original quota, and quota 
. purchased prior to January 1, 1978, plus a daily deduction of 150 

pounds' milk fat and 375 pounds solids not fat . 
(.2) If it has sold production base and pool quota subsequent to 

February 9, 1977, i~may onlY'deductits original pool quota, and qudta . 
purchased prior to January 1, 1978. 

(3) The dedUCtiOns. from class 1 sales authorized pursuant to this 
section may be made irrespective of the fact that the average class 
1 usage .in the pool for that mantI) may be 'less than LOO percent. of 
the pool quota in th.at 'pooL . 

Any production subject to this section fr.om the prod,,:cer,h~dler 
. selecting this 0p.tion shall not have the .. ght to partiClllate ~ tbe . 
. quota pool 'irrespective df tbe fact tnat tbe ·p.oducer'h~aler a,d not 
sell allof the quota as class I, and will' participate in eitber the base 
pool or the overbase pool depending upon whether the ' to~al 
production b;>se of the producer is sufficient to cover ilie milk 
delivered in excess of the class I usage exempted hereunde~, 
otherwise the production.in.excess of the exempt producer-nandler s 
own ,class I sales as herein defmed shall' be accounted for as o~erbase 

m~e fact that a prodl)cer-ha.ndler qualifies .;. to one ' of i~s milk 
. production operations under this section. d~es not pr,event ,t from 
.operating on. an entirely separate nonqu~'f¥mg 1;>aslS (and tberefore 
subject to p06ling) at other mill<, production fac,lities: and w~th .oilier 
nonq>lalifying persons at such other ,milk production facihties. A 
producer-handler can neither buy nor ~ell po~l quota a,:,d ti'lIlsfer 
therewith the option granted under til,s ruvlSlon but th,S shall ~ot 
prev'ent him frQm .purchasing or selling pool quota or production 
base as otherwise provided in this chapter. . 

If at any time ownership as define~ in this section, ceas~s, th~ 
producer-handler shall no longer be eligible for the· opti.om In this 
section and shall account to the pool as a separate handler and shall 
be entitled to reentry into pro.ducer participation in the pool on the 
; ame basis' as a producer-handler may under the last paragraph 'of 
Section 62708. . 

SEC. 15. Section 62712 of the Food and Agricultural Code is 
amended to read:' . 

62712. (a) . 1'l:!e director may require handlers, inc\urung 
cooperative associatiom acting as handlers, to make reports at such 
intervalS and in such detail as he finds necessary for the operation of 
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the pool. In conjunction with the pool, authorized by this chapter, 
tlie dIrector may require handlers to make paymen ts into a 
settlement fund for fluiOmilk received and the rurector may proVide 
£er. tne disbursement of moneys. from the settlement fund in the 
cO\lrse of admil).is!eFing such pools. The rurector may employ a pool 
manager to operate each l"ool and may l"ermit such pool manager to 
emgloy such other necessary personnel and incur such expenses 
incidental to the olleration of the pool as the rurector finds are 
necessary. • 

Handle,s who have a financial obligation to the pool resulting from 
the operation of the poo!ill.g plan shall pay such obligations to 'the 
pool manager eaen monfli as iequ~te_d. All of such moneys shall be . 
del"Psited in a bank or banks apl"roved by the director, and shall be 
paid out by tlie pool manager to handlers who have pool credits 
resulting from the operatibn· o£ the pooling plan. All financial 
oper-anons of each pool shall be audited by the Department of 
Aro;i"cultur.e at leait once annually. The director 'may require' 
haniller' to make such deductions from amounts due to producers as 
he finds are nec'essar,y' to establish a reserve fund to insure prompt 
p.ayment to pro.duoe... . . 

tBl ;r1fie. pool man~ger .shall effectuate the purposes of Section 
62'1'11 by designating We l".er.eentage of ea:ch price class (Le., classes 
1, ~, 3, and class '41 to lii.e gaid wit~in each pool settlement 
dlasSificati"lll (i.e, quota pool, prolluction pool,and overproduction 
~ool), and in so doing he shall o,lloc:ite the highest usag!' available, 
first to the q!,ota pool, next to the production pool, and last to the 
oyer-production pool. ' . ' . 

M Allll'lOol 'luotas inifially deter-mined p'ursuant to 'Section 62707, 
except as moaifiedl"uts>laot ·o,S<;c\ion 62709: shall be rec~gnized and 
shall not in any way lie "liminishea. . . 

SEG. 16. Section 62'711 at the Food and Agricultural Code is 
amende'cl to read: . 

62717. ff the rurector finds that producer.s on a statewide basis 
h.\(e assented in writing to tne l"roposed pooling plan submitted to 
tFiem for assent:the Elirector shrul place the proposed pool plan into 
effe.ct. The direetor shall find that l"roducers have assented to the 
pl ... n if he fi(1,ds> on '" sl"atew.ide basis .\nat: 

(~) Not less than 51 l"'ercent of the total number of eligible 
pr",ailcers in the stlite snail have v'oted in the referendum; and 

(.hI Sixly-fi.ve percent or more of the total number of eligible 
pwducers who voted in the referendtlm who produced 51 percent 
or mOFe dahe totaL amount of fluid milk produced in the state during 
tne cruendar month next preceding the man th of the 
commencement of the referendum period by all pradu.cers who 
voted in referendum app'rove the pla:n; or . 

«(£) Fifty-one percent .or more of the total number of eligible 
produoer.s who .voted in the referendum who produced 65 percent 
or mo.e,ofthe total amount·of flui<;l milk pr.oduced in the state during 
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the calendar ' month next preceding the month of the 
commencement of the referendum period by all producers who 
voted in the referendum. approve the plan. 

If the plan is not apgroyed. tbe director may resubmit the pian, or 
submIt a·new plan, at any time .aIter six months from the date the 
director announces the pool plan was not approved. 

The direct~lr may amend the plan, after .notice and public he:uing 
has been given in ·the same manner as is provided in Chapter 2 
(commencing with Section 6~801 ) of this part for stabilization and 

. TI)arketing pl"1lS, if he finds that the amendment is necessary to 
effech,late the PurP9Ses of .this chapter. After the hearing, the 
dIrector . upon his. own motion may ma'ke nonsubstantiye 
amendments to' the Plan. The director may make substantive 
amendments tp the plap only if producers assent to the proposed 
amendments at.. referendum coqducted,in the same marmer and in 
the same number as provided (or. the referendum ap.l"r.oving the 
pooling plan. . 

The director may terminate th~ plan on a statewide basis after. 
. notice and public hearing has'lieen giv~n , in ' the same m:anner as is 

provided in Chapter 2 (commencing with Section 61801') of trus part 
for stabilization and marketing plans, if he finds tbat the plan is no 
longer in confor.mity·with the standal'ru descriDed in, or Will nO.t tend 
to effectuate the purposes of, this 'chapter. Such hearing may be neld 
upon the motion, of the director, and shall be held upon receiIlt of 
• petition sjgned by producers reIlresenting not less than 25 percent 
,of the total number of all producers and not less than 25 per-cent of 
the total production of all pr.oducers. ' 

The director shall submit the terminaticin of the plan on a 
statewide basis in a referendum conducted in the same' manner as ' 
provided for initial approv.al of such plan if, after notice and public 
hearing has·been given'in the same manner as is Jilrovided in Chapter 
2 (commencing with Section 61801) of chis part for staoilization and 
marketing plans, ,he finds that a substantial question exists as to 
whether or not producers desire the plan to continue and shall 
submit the plan for termination upon receipt of a petition requesting 
termination signed by produ.cers representing not, less than, '25 
percent of the total number of all producers and not less than 25 
percent of the total productign of all producers. The plan shall be 
terminated if termination is ' favered by the same percentage of 
producers producing the same amount of fluid' milk as required to 
initiate the plan. . , 

SEGI7. Section 62719 of the. Food and Agricultural CO'de is 
amended to read: ' ," 
, 62719. The director , shall, from nominations submitted by 

producers, appoint a review bOaId composed of n.o less than 12 
members to advise him in tli.e afuninistration of the pool plan. The 
director shall appoint three members of the first board for a one·year 
term, tliree members for !wo,year terms, three member.< for 

j 
, " , , 
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th,re.e·year tetms .. a,I;>:d,.\hree members for four·year terms.'Thereafter 
all apPl'intments shall be for a term or' four years and no member 
may be 'appointed to more ' than two four·year terms. The board ' 
members shan be producers and not more than three may be 
producer' mana:gers of associations and not more than two shall be 
producer.h~ndters. The board me mbers shaH give proportionate 

. re!,rese~t~tion 1..0 all areas of the srate, with·.due regard to tbe relative 
Rrodliction and usage QNluid rtiilk in the various areas of the state. 
Each ' memoer of the revie'i\'. board shall ,be paid not less than 
twenty-Eve dqHars ($25) o.r more than thlrty,five dollars ($35) per 
day plus tta:oel expen~es, includih& expenses, for loq,ging and meals, 
.,..,hlCh a.re mcurreo In the attendance at board meetings or in 
co,:,dUCting the busmess of the b,oarQ.; all per diem ' and expenses , 
bemg sUDJect to approval by the di~ector. 

SEC,. I .8. Section 627·22 ,of' the Rood and Agricultural Code is 
reRea:Jed. ' . ' . , 

SEC. 19. Section 62'7·22 is' added to the Food and Agricultural 
Code, to;.read: ' 

62'7·22, Peoling 'plans shall not apply to the production of 'goats 
milK OF producer·handle!:;! who produce and sell less than 500,gallons 
of-fluiti rtiilk usell for. etass I p\ll'poses per day UIueSS they specifically 
r.eguest enCr.~ into the Ilool at tl\e time of the ,adoption of the iniiial 
pooling plan 'far that area. Producers of certified milk or guaran't.eed 
Faw fniJJ< snaH have the o.ption, at the fune of the adoption of the 
initial,1?0.ciling Illan unileI>this'chapter., to be subject to such plan, and 
accordmgIy to have a '\lr.oduction base and pool quota established for 
such Rr'oducer, 'lr to be excluded, frem"such plan. 

(a) Any such produc'er of less than 500 gallons of fluid inilk per 
da.y, or any such producer of cer.tified milk, Or any such producer of 
guaranteed raw milk, electing to be excluded from such plan, may 
at an:x later time be admitted to the pool, but with only the 
proQW'tion base and pool quota to which he would have originally 
been entitled or nis existing pFoduction and average daily class ' I 
usage dur.mg the 12 months pI:eceding his entry into the pool, 
whlcrrever IS less. 

(b~ Any producer claiming exe~ptions from the provi;ion of any 
,poohng plan by r.eason of the provisions of Secti9n 62708, 62708.1, or 
this section, who loses his exemption by failure to meet the 
requirements £or exemptions set forth in those sections shall 
automatically be oeemea to have applied for and become' a part of 
a ptOau~er. 'po~l on Sep:ember 1st follOwing any year ended August 
31st.dunng which the>dl,rector determines he is no longer entitled to 
exemption, ana his admittance into such a pool shall be on the basis 
of the produ,ction Base and pool quota calcUlations as set forth in 
thos,e sections. ' 
~EC. 20. ,Sl'lctioJ:). 6272:) ' of the Faod and Agricultural Code is 

amended to read: 
62'7.28. Unless otherwise 'defined in this ,chapter, th~ definitions 
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contained.in Chap.ter 2 (commencing w.ith Section 61801) of fhis part 
govern the construction of: this c~hapter. 

For the purposes of tllis chap.ter, the following definitions shall 
apply, 

(a) T,he terms "distributor" and "pro.cesser" sBall have the same 
: definition as the term "handler" contajned in Section' 61826 of this 

code. 
(b) "Equalization point" shall mean that point at wHich pool 

quota held is equal to 95 percent of production basI' lIeld. 
(c) "Fluid cream" shall have the same definition as the term 

"market cream" contained in Section 61827 of this code. 
(d) "Fluid milk" shall have the same· i:!efuiitian as the term 

"m .. ket milk" contained in Section 61828 of tIlis cede. 
(e) "Fluid skim milk" shall have the same definition as ·the term 

"market skim milk" contained in. Section 6l82.9 of this co·de. 
SEC. 21. Section 62127 is added to the Food and Agricultural 

Code, to read, 
62727. It is the intent,of< the Legjslaturl"tbat the power ~onferred 

in this chapter shall be libe.all¥ construed. The l'lrovisions of illis 
chapter or subsequent amendment are sev.era151e. If an!, section, 
subdivision, paragraph, sentence, claus.e, or pll.ase 0f tIlis chapter 

. should be declared or ·held unceI1Stituti6nal or invalid for any, rea~on, 
such uncQnstitutionali)y or invalidity shall not affect the validity of 
any other provision of this chap,fer .. '1'he Legislature llereby aeclares 
that it YJould have enac.ted eacll other such section, subdi.,usioq, 
paragraph, sentenc~J clause, or phr.ase of. flUs cnapter ~rrespective of . 
the fact that one or more sect:iens, subd"ivisions, l'laragral'lhs, 
sentences, clauses, or phr.ases has been deClared uncimstitutional or 
invalid. Provided further that aii>' such fin<ling of. invaliait¥ or 
unconstitutionality shall not invalidate, affect or impair podl qpotas 
and production baSes heretofore issued under the 60risa1ves MilK 
Pooling Act or pooling plan promulgated thereunder. 

SEC. 22. Notwithstanding Section 22il1 of the Revenue and 
Taxation Code, there shall be no reimbursement pursual1.t to. thjlt 
section nor shall there be an appro!>riation made \;>y. this act ·because 
the LegislatUre recognize.s that ·during any legi~lative session a 
variety of "ellanges to laws relabng to crimes and inn:acti6ns may · 
cause both increased and decreased· costs to· local governmental 
entities and s.chool districts which, in tlle aggregate, do not result in 
significant identifiable cos.t changes. 

o 
I 
t I. 
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< •• Legislative Analyst 
June 10, 1977 

ANALYSIS OF ASSEMBLY BILL NO. 1110 (Keene) 
As Amended in Assembly May 16, 1977 

1977-78 Session 

Fiscal Effect: 

Cost: 

Revenue: 

Analysis: 

State: None. 

Local: Possible minor enforcement 
costs, not reimbursable. 

Authorizes increases in fees which 
could produce a maximum increase in 
Department of Agriculture Fund 
revenues of $1 .6 mill i on annually . 

This bill would restructure and rewrite existing 
provisions of the milk stab ilization and marketing law 
as administered by the Director of the Department of Food 
and Agriculture. Generally, the bill would: 

(a) Repeal the authority of the director to 
establish minimum prices for retail and wholesale milk; 

(b) Revise factors to be considered in establishing 
minimum (actual) prices to be paid by handlers (processors) 
to producers for "producer milk" (formerly market mil k) ; 

(c) Revise the basis of , the fees paid by handlers, 
whi.ch are deducted as assessments from pa'yments made to 
producers for enforcement of the ' Milk Stabilization Act; 

(d) Expan d the dairy products which can be manu fa c­
tured from market milk; 

(e) Make a variety of other changes, including changes 
related to (1) unfair pract i ces provisions applicable to 
distributors, (2) penalties for violating milk ma r ket ing 
and stabilization provisions, (3) terminology and (4) various 
procedures . 

» 
3 



" , . 

AB 1110 (continued) 

The department states that there would be no increases 
in its costs due to this bill. Because the establishing of 
both wholesale and retail prices has been suspended 
administratively and corresponding program and staff reduc­
tions have already been made, removal of the director's 
authority to set these minimum prices would not result in 
further savings in this program. 

The department estimates the revenue generated from 
the current fee schedule for 1976-77 at $1.7 million. The 
department indicates that a maximum of $3.3 million could 
be generated under the fee schedule proposed by this bill. 
Less revenue woul d be genera ted ' if the di rector sets the 
fees below the maximums allowed. 

Mandated Local Program. The bill disclaims reimburse­
ment of possible minor local costs, such as enforcement and 
court costs. 

23 
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STATE OF CAlifORNIA 

DEPARTMENT OF FOOD AND AGRICULTURE 

1220 N Street 
Sacramento 
95814 

June 29 , 1977 

Mr . Joe Gonsalves 
Park Executive Bldg., Suite 205 
925 L Street 
Sacramento, California 95814 

De.ar Mr. Gonsa l ves 

EDMUND G. BROWN JR., Governor 

I'm concerned about the legislative Impasse which seems to have developed 
with respect to AB 1110 . 

It's the Department's position that certain provi sions in AB 1 110 are vital 
to the continued administration of California ' s milk stabilization and milk 
marketing statutes . If we are t o maintain an orderly milk marketing pro­
gram in California, it is essentia l that interested producer groups sit 
down together and put their common interests ahead of other considerations. 

To assist the industry in reso lving the differences which have arisen, and 
in the hopes that we can reach some ge neral agreement before the Legisla­
ture returns from recess, I have scheduled a meeting with representatives of 
various producer groups in the Director ' s Conference Room 102, here in the 
Department of Food and Agriculture bui l ding, ]220 N Street, Sacramento, for 
Thursday, July 14, 1977, at 10:00 a.m. 

I hope you can attend. 

Sincerely 

R. E. Rominger 
Director 
(916) 445-7126 



Donald A. Olson, Manager 
Hi-Grade Milk Producers Association 
5456 Riverside Drive 
P. O. Box 276 
Chino 91710 

Gary Korsmeier, General Manager 
California Milk Producers 
11709 Artesia Blvd. 
Artesia 90701 

Harry Corea, Sr., Manager 
Los Angeles Mutual Dairymen's Assn. 
1701 South Gage Road 
Montebello '90640 

Robert Feenstra, Jr . , Manager 
Milk Producers Council of 

Southern California 
13545 Euclid Avenue 
Ontario 91761 

Joe Branco, Legislative Consul tant 
Federated Dairymen 
c/o Western Dairymen's Association 
660 West 17th Street, Suite 25 
Merced 95340 

George M. DeMedeiros, Manager 
Dairymen's Cooperative Creamery Assn. 
400 South M Street 
Tulare 93274 

John R. Payne, President & Gen. Manager 
Danish Creamery 
P. O. Box 3165 
Fresno 93766 

John D. Aalberts, General Manager 
San Joaquin Valley Dairymen ' s Assn. 
1155 Pacheco Avenue 
Los Banos 93635 

Louis P. Barcellos, Manager 
Associated Dairymen 
844 West Lodi Avenue 
Lodi 95240 

Ray Gambonini, President 
Consolidated Milk Producers 

For San Francisco 
245 Kentucky Street, Suite F 
Petaluma 94952 

Jay F. Goold, Executive Vice President 
League of Califo~nia Milk Producers 
1225 Eighth Street, Suite 385 
Sacramento 95814 

Gene Benedetti, Manager 
California Cooperative Creamery 
P. O. Box 871 
Petaluma 94952 

Joe Gonsa lves 
Park Executive Bldg., Suite 205 
925 L Street 
Sacramento 95814 

Jay te Velde 
7565 Eucalyptus Ave . 
Chino 91710 

Andy De Bos 
14300 Schleisman 
Corona 91720 

rvar Knudsen 
Route I, Box 127 
Ontario 91761 

Pete Vander Poel 
8787 Pine Avenue 
Chino 91710 

Pete De Groot 
7011 Stewart & Gray Road 
Downey 90241 

Arnold Barcellos 
17735 South Ward Road 
Los Banos 93635 

Alfred Souza 
77 7 Dickran 
Tulare 93274 

Elvin Davis 
21441 Avenue 5!:l 
Madera 93637 

Edward Terry 
9867 Sky Road 
Gus tine 95322 

Tom Sawyer 
Star Route Box 15 
Waterford 95386 



Elvin Santos 
547 Pedros Road 
Ceres 95307 

Verne Crowell 
1201 West Monte Vista 
Turlock 95380 

Jack Dei 
831 High School Road 
Sebastopol 95472 

Earl Bishop, Chairman of the Board 
Pacific Dairymen, Inc. 
P. O. Box 60284 Terminal Annex 
Los Angeles 90060 

Joe Mendoza, Director 
c/o Pacific Dairymen, Inc. 
P. O. Box 60284 Terminal Annex 
Los Angeles 90060 

Richard Mullard, President 
Pacific Dairymen, Inc. 
P. O. Box 60284 Terminal Annex 
Los Angeles, CA 90060 

Larry Maes, Executive Director 
Dairy Institute of California 
11th & L Building, Suite 718 
Sacramento , Cal ifornia 95814 
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SENATE COMMITTEE ON AGRICULTURE AND WATER RESOURCES 

ASSEMBLY BILL 1110 
(Keene) 

as amended in the Senate 
August 1, 1977 

RE: Milk and dairy products: marketing" pricing, and 
pooling . 

SUMMARY: 

A 
B 

1 
1 
1 
o 

In Part 3 of Division 21 of the Food and Agricul­
tural Code there are three chapters which comprise the 
main body of law regarding milk pricing, milk marketing, 
and milk pooling. The , three chapters generally encom­
pass the following: 

Chapter 1: includes the definitions and pro­
visions regulating the activities of milk distributors. 
Various unfair practices and actions and penalties are 
described. 

Chapter 2: includes the definitions and provisions 
relating to producer pricing of the four classes of 
milk, wholesale and retail pricing, unfair practices, 
and actions and penalties. 

Chapter 3: includes the provisions for the pro­
ducer milk pooling program . 

ANALYSIS: 

This bill would delete, revise and restate 
various provisions in Chapter 1, Chapter 2, and 
Chapter 3. It would do all of the following: 

1 . Chapter 2 is repealed and reinstated in a 
reorganized format. Five articles do not appear in 
'the revised chapter including the minimum wholesale 
and retail pricing authority, The other four articles 
repealed deal with advisory boards, sales stimulation 
programs, and outdated provisions regarding frozen 
milk and cream. 

-rnore-
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2. Key definitions are rewritten and reinstated 
in all three chapters either by direct statement of 
the terms or by reference. The major revisions in­
clude redefinition of the term "market. milk" (Sec. 1), 
which replaces a plethora of terms including fluid 
milk, fluid cream, fluid skim milk, and includes all 
dairy products made from market milk. 

In addition, the present term "distributor" is 
restated as "handler" in Chapter 2. (Sec. 5). 

3. Minimum resale prices: repeals the Director's 
present authority to establish minimum wholesale and 
retail milk prices and attendant provisions. 

4. Temporary resale pricing authority: would 
allow the Director to reinstate, after pUblic hearing, 
minimum resale prices for a 90-day period. This 
period may be extended one or more additional 90-day 
periods following another public hearing (Sec. 3). 

5. Distributors: revises the definition of 
"distributor" in Chapter 1. (Sec. 2). Various 
entities are presently included in this category for 
the purposes of enforcing unfair trade practices and 
identifying persons to be licensed. In addition, 
certain entities are specifically excluded from the 
definition. 

This bill would combine and change the excluded 
entities titles to that of "wholesale customer". 

6. Establishment of minimum producer prices: 
existing law includes various provisions and factors 
the Director must consider in setting prices. This 
bill would revise those'provisions and require the 
Director to consider milk production costs, return 
on investment, cost of management, the demand for 
all milk products, and the maintenance of adequate 
milk supplies at fair and reasonable prices to con­
sumers in the establishment of such prices. (Sec. 5). 

-more-
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7 . Handler services: would allow the Director 
to establish minimum charges for handler services, 
the handling of irregular deliveries of bulk milk, and 
plant standby services. The factors to be considered 
in establishing such charges are also enumerated. 

8. Unlawful trade practices: makes revisions in 
the unlawful trade practices applicable to handlers. 

9. Handler licenses: extends the grounds for 
revocation of licenses to include violations of 
Chapter 1 and Chapter 3 . 

10. Handler bonds: . revises t he procedures for 
recovering the claims of producers against a bond. 

II. Administrative fees: revises the rate of 
assessment to be paid by producers and handlers for 
the administration of Chapter 2. 

12. Milk testing program: increases the annual 
funding for this program from $85,000 to $95,000 . 

1 3. Actions and penalties: revises the mis­
demeanor f ine schedule and the civil liability for 
violations of this chapter. 

14. Equalization of producers under the pooling 
program (Chapter 3): existing ~aw provides that 
additional pool quota may be allocated annually to 

. producers provided that Class 1 usage increases. The 
Director may also estimate future Class 1 requirements 
in determining how much pool quota will be allocated. 

This bill would require that the Director, on 
July 1 , 1978, issue new . pool quota sufficient to 
equalize the producers who were originally allocated 
production bases and pool quotas at the start of the 
pooling program in 1969. After July 1, 1978 , the 
Director will allocate new pool quotas based on new 
Class 1 usage as follows: 

-more-
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40% to any producers not at the equalization point. 

40% to any producers at or above the equalization 
point. 

20% to new producers , as defined . 

1 5 . Producer-handler revisions: existing law 
contains provisions regarding producer-handlers, a 
class of persons who both produce and handle market 
milk. Under certain conditions they are exempted from 
participation in the pooling program but they may 
elect to participate at any time. 

This bill would do all of the following: 

a . Purchases of suppl emental milk supplies: a 
producer-distributor may presently purchase supplemental 
milk supplies up to .5% of his total Class 1, or fluid, 
milk sales. This bill would increase this maximum 
allowance to 25% of sales. In addition, any purchase 
beyond 5% of his fluid sales, and up to the 25% maximum, 
must be pool milk. (Sec . 12). 

b. Producer-distributors' retai l sales : in order 
to remain exempt from the pooling program, a producer­
distributor must have direct retail sales that com­
prise at least 66-2/3% of his total Class 1 fluid sales. 
This bill would reduce this requirement to 50%, thus 
allowing up to 50% of his total sales to be wholesale 
in nature. (Sec. 12). 

c . Entry into the pool: present law allows a 
producer-distributor to join the pool at any time. 
This bill would specify that such entry may only be 
accomplished during the 6l- day period of August 1 
through September 30 . (Sec. 12) . 

d. Operation outside the pool : present law 
allows a producer-distributor to operate outside the 
pool to the extent of the quota he holds as originally 
assigned to him. Since these origina l assignments 

- more-
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were made, many producer-distributors have purchased 
additional quota. Purchased quota cannot be added to 
his original totals for operation outside the pool. 
This bill would allow a producer-distributor to deduct 
his original quota plus his purchased quota plus make 
a daily deduction of 150 pounds milk fat and 375 pounds 
solids-not-fat. The daily deduction could only be made 
if he had not sold any quota after February 9, 1977. 
(Sec. 14). 

An example can illustrate this situation. A pro­
ducer-distributor that presently holds original quota 
on 50% of his total Class 1 sales receives $10.67 per 
hundredweight, or the Class 1 price, on this milk. 
For the remaining 50% he receives, at most, $10.40, 
which is the quota pool price. For~he portion of his 
milk covered by original quota, he receives $10.67, 
less the quota price of $10.40, a minimum benefit of 
at least $0.27 per hundredweight. In the meantime, 
all other producers in the pool can only receive a 
maximum of $10.40 for their quota milk because, under 
the pooling concept, there is no way a producer can 
directly take home the Class 1 price On his milk. 

It follows that the proposed amendments regarding 
further operation outside the pool would allow a pro­
ducer-distributor to earn the $0.27 per hundredweight 
benefit on a greater portion of his present fluid milk 
sales. For example, if he had added 20% purchased 
quota to his original 50% allocation, he could earn 
the benefit on 70% of his fluid sales. This 70% 
figure would increase by approximately another 8% when 
the effects of the daily deduction are considered. In 
addition, to the extent that his purchased quota is 
exempt, a producer-distributor would realize a net 
gain of $1.69 per hundredweight. 

e. Small producer-distributor pooling exemption: 
the pooling program does not presently include pro­
ducer-distributors who produce and sell 200 gallons 
of fluid milk or less for Class 1 uses unless he 
requests participation. This bill would increase this 
exemption level to 500 gallons per day. 

-roore-
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16. Definitions: various words and phrases of 
Chapter 3 are defined as being the same as those 
found in Chapter 2. (Sec. 20). 

STAFF COMMENTS: 

1 . This bill does not require that a producer 
referendum be held on any of these proposed changes . 
If , however, the Director should propose substantive 
changes in the pooling regulations at some later date, 
then a referendum would be required as per existing law . 

2. Less than 5% of the total milk supply is 
Grade B milk . For this reason and where existing 
pricing and marketing standards rely on a Grade B 
milk supply to be operative, the proposed standards 
are based on Grade A milk as being the predomina~t 
supply entity. 

3 . certain portions of this bill include the 
provisions presently stated in AB 418 (Fazio), AB 444 
(Knox), and AB 756 (vicencia) . 

FISCAL COMMITTEE: YES. 

STATE MANDATED LOCAL PROGRAM . 

# # # # # 

FIRST HEARING: AUGUST 2, 1977 
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Joe A. Gonsalves 
PrlOFESSIONAllEG1SlA rrvE HfPRESENT AIION • PARK EXECUTIVE BLDG • SUI TE 205 " 9;!~ l S 1 . • SACRAMLNTO. CA 95814 • 9 16 • 441·0597 

TO: All members of the Senate Finance Committee 

RE: AB lIla-Keene 

FROM: Jo.e A. Gonsalves 

DATE: August 9, 1977 

The Milk Producers Council and the California 

Producer Handler Association, which I represent , are 

in support of AB 1110. We are · opposed to any substantive 

changes that may be proposed by anyone. 

This bill and the compromise that it represents, 

came about at a meeting called by Director Rominger 

in his office and in his presence. It is a welcome 

relief from the disagreements that have been going on 

in the industry over the past two and one-half years 

and we urge your support. 
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Senate Bill No. 688 

CHAPTER 1112 

An act to amend Sections 61802, 62052, and 62708.5 of, and to add 
and repeal Chapter 3.5 (commencing with Section 62750) of Part 3 
of Division 21 of, the Food and Agricultural Code, relating to food. 

(Approved by Governor October 10, 1993. Filed with 
Secretary of State October 11, 1993.) 

LEGISLATIVE COUNSEL'S DIGEST 

sa 688, McCorquodale. Mill,-
(1) Existing law provides for stabilization and marketing .plans 

pursuant to which·the Director of Food and Agriculture establishes 
minimum prices to be paid by handlers to producers for market milk. 
Those plans may contain provisions that authorize any handler to 
pool the milk for producer payment purposes. 

This bill would set forth the amount that each producer shall be 
paid for pool quota production and production in excess of pool quota 
between January 1, 1994, and January 1, 1995. 

(2) ExistiIlg law permits a producer-handler to operate outside a 
milk pooling plan, and to deduct from its class 1 sales before being 
required to account to the plan its original quota and "quota 
purchased prior to January 1, 1978, plus a daily deduction of 150 
pounds milk fat and 375 pounds solids not fat if it has not sold 
production base" and pool quota subsequent to February 9, Ig77; or 
if it has sold"production base and pool quota subsequent to February 
9, 1m, it ni~y only deduct its original pool quota, and quota 

"purchased prior to January 1, 1978-
This bill would permit every producer-handler to deduct from its 

class 1 sales before bemg required to account to the plan its original 
quota and any quota subsequently purchased plus a daily deduction 
of 150 pounds milk fat and 375 pounds solids not fat without regard 
to whether it has sold production base and pool quota subsequent to 
February 9, 1977. 

The people of the State of California do enact as Follows: 

SECTION 1. Section 61802 of the Food and Agricultural Code is 
amended to read: 

61802. The Legislature hereby declares all of the follOwing: 
(B.) Market milk is a necessary article of food for human 

consumption. 
(b) The production and maintenance of an adequate supply of 

healthful market mill( of propel' chemical and physical content, free 
from contamination, is vital to the public health and welfare, and the 
production, transportation, processing, and storage of market milk in 

91 110 
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this state is an industry affecting the public health. 
(c) Because of the perishable quality of milk, the nature of milk 

production, the varying seasonal production and demand factors, 
and other economic factors affecting the milk industry, the potential 
exists for economic disruption, in the absence of regulation, in the 
production, marketing, and sale of market milk which may constitute 
a menace to the health and welfare of the inhabitants of this state and 
may tend to undermine sanitary regulations and standards of content 
and purity, however effectually the sanitary regulations may be 
enforced. 

(d) Health regulations alone are insufficient to prevent economic 
disturbances in the production of milk which may disrupt the future 
supply of market milk and to safeguard the consuming public from 
future inadequacy of a supply of this necessary commodity. 

(e) It is the policy of this state to promote, foster, and encourage 
the intelligent production and orderly mark~ting of commodities 
necessary to its citizens, including market milk, and to eliminate 
economic waste, destructive trade practices, and improper 
accounting for market milk purchased from producers. 

(f) It is recognized by the Legislature that the economic factors 
concerning the production, marketing, and sale of market milk in 
Califorrua may be affected by the national market for milk for 
manufacturing purposes. ' 

(g) It is recognized by the Legislature that, in recent years the 
supply of manufacturing milk in California, as defined in Section 
32.509, has consistently declined and continues to decline, and that 
market milk has virtually supplanted manufacturing milk for 
manufacturing purposes in this state, and that it is therefore 
necessary to conform the pricing standards governing minimum 
producer prices for market milk established under this chapter to 
current economic conditions. 

(h) It is recognized by the Legislature that the levels of retail 
prices of milk and milk products paid by consumers are affected by 
a large number of economic and other factors apart from minimum 
producer prices for market milk established under this chapter, 
many of which factors are not within the power 'of the director to 
regulate or control, particularly since the Legislature repealed 
provisions concerning establishment of minimum wholesale and 
retail prices. It is further recognized by the Legislature iliat, in order 
to accomplish the purposes of this chapter and to promote the public 
health and welfare, it is essential to establish minimum producer 
prices at fair and reasonable levels so as to generate reasonable 
producer incomes that will promote the intelligent and orderly 
marketing of market milk in the various classes, and that minimum 
producer prices established under this' chapter should not be 
unreasonably depressed because other factors have affected the 
levels of retail prices paid by consumers. 

SEC. 2. Section 62062 of the Food and Agricultural Cede is 

, 

t 
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amended to read: 
6206.2. Each stabilization and marketing plan shall contain 

pr?VlSlOnS whereby the director establishes minimum prices to be 
prud by handlers to producers for market milk in the various classes. 
The director sh~ establish the prices by designating them in the 
plan, or by adopting methods or formulas in the plan whereby the 
pnces can be detemuned, or any combination of the foregoing. If the 
director directly designates prices in the plan, the prices shall be in 
reasonable and sound economic relationship with the national value 
of manufactured milk products. If the director adopts methods or 
formulas m the plan for designation of prices, the methods or 
fonnulas shall be reasonably calculated to result in prices that are in 
a reasonable and sound economic relationship with the nationai 
value of manufactured milk products. 

In establishing the prices, the director shall take into consideration 
any r~levant economic factors, including, but not limited to, the 
followmg: 

(a) The reasonableness and economic soundness of market milk 
'prices for all classes, giving consideration to the combined income 
from those class pric~s, in relation to the cost of producing and 
marketing market ~ for all purposes, including manufacturing 
purposes. In determmmg the costs, the director shall consider the 
~ost of management and a reasonable return on necessary capital 
mvestment. 

(b) That prices established pursuant to this section shall insure an 
adequate and continuous suppl~, in relation to demand, of pure, 
fresh, wholesome market milk for all purposes, including 
man~acturin~ purposes, at prices to consumers which, when 
consIdered WIth ~elevant economic criteria, are fair and reasonable. 

(c) ,That prices,. including the prices of components of milk, 
established by the director for the various classes of market milk bear 
a r easonable and sound economic relationship to each other. 

In establishing the prices, the director shall also take into 
cons:deration all the purposes, policies, and standards contained in 
Sections 61801, 61802, 61805, 61806, 61807, 62076, and 60077. 

SEC. 3. Section 62708.5 of the Food and Agricultural Code is 
amended to read: 

62708.5. (a) A producer-handler, for purposes of this chapter, 
shall also mclude, as a separate and distinct category of 
producer-handlers, any producer and any bandler who purchases or 
handles flUld milk or flwd cream produced by this producer if all of 
the ownership of the handler and all of the ownership of the 
producer is owned by the same person or persons and their 
ownership in the producer or handler is at least 95 percent identical 
for. each pers?n with !heir ownership in the handler or producer. 
This ownership shall not exceed 10 individual persons Or owners of 
equit;lble interest in a partnership, corporation, or other legally 
constituted business association. 
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(b) The ownership requlled by this section may be through a 
partnership, corporation, or other legally constituted business 
association if the entities are owned by the same person or persons, 
and there is at least 95 percent identity of ownership for each person 
with their ownership in the handler or producer. For purposes of this 
section a "person" or "persons" includes the spouse, or other persons 
of lineal consanguinity of the first or second degree or collateral 
consanguinity to the fourth degree, and their spouses, and includes 
an adopted child the same as a natural child and kindred of the half 
blood equally with those of the whole blood of the owner and 
ownerships by persons so rel.ted shall be considered single 
ownership by one person. For purposes of this section, property 
pledged or hypothecated in any manner to others shall be considered 
"owned" if equitable ownership with management and control 
remain with the producer-handler. 

(c) Ownership as provided in this section shall have existed at the 
time of the base period selected by the producer under Section 627fJ1 
and at all other times thereafter. 

(d) Any such producer-distributor may, until August 6, 1969, do 
either of the following: 

(1) Join and operate wholly within the pool. 
(2) Have its entire original production base and pool quota 

determined during the base period it selected as a producer pursuant 
to Section 627fJ1, established as a part of the pooling plan, and, 
nevertheless elect to operate entirely outside of the pool to the 
extent authorized by this section. 

(e) Any producer-handler who qualifies under this section and 
elects to operate outside the pool, to the extent of the authority 
granted, may deduct from its own class 1 sales, excluding sales to a 
handler, whether in bulk or packaged, its original quota and any 
quota subsequently purchased, plus a daily deduction of 150 pounds 
of milk fat and 375 pounds of solids not fat before being required to 
account to the pool. 

(I) The deductions from class 1 sales authorized pursuant to this 
section may be made irrespective of the fact that the average class 
1 usage 'in the pool for that month may be less thail 100 percent of 
the pool quota in that pool. 

(g) Any production subject to this section from the 
producer-bandler selecting this option shall not have the right to 
participate in the quota pool, irrespective of the fact that the 
producer-handler did not sell all of the quota as class 1, and will 
participate in either the base pool or the overbase pool depending 
upon whether the total production base of the producer is sufficient 
to cover the milk delivered in excess of the class 1 usage exempted 
hereunder, otherwise the production in excess of the exempt 
producer-handier'S own class 1 sales, as defined in this section, shall 
be accounted for as overbase milk. 

(h) The fac t that a producer-handler qualifies as to one of its milk 
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production operations under this section does not prevent it from 
operating on an entirely separate nonqualifying basis (and therefore 
subject to pooling) at other milk production facilities, and with other 
nonqualifying persons at these 'other milk production facilities. A 
producer-handler can neither buy nor sell pool quota and transfer 
therewith the option granted under this division but this shall not 
prevent biro or her from purchasing or selling pool quota or 
production base as otherwise provided in this chapter. 

(i) If at any time ownership, as defined in this section, ceases, the 
producer-handler shall no longer be eligible for the options in this 
section, shall account to the pool as a separate handler, and shall be 
entitled to reentry into producer participation in the pool on the 
same basis as a producer-handler may under the last paragraph of 
Section 62708. 

SEC. 4. Chapter 3.5 (commencing with Section 62750) is added 
to Part 3 of Division 21 of the Food and Agricultural Code, to read: 

CHAPTER 3.5. MILK POOLING . 

62750. Notwithstanding any proVlSIon of Chapter 3 
(commencing With Section 62700) or any pooling plan for market 
milk in effect under that chapter, effective January 1, 1994, each 
producer shall be paid the amounts determined in accordance with 
this section for his or her pool quota production and for all 
production in excess of his or her pool quota. 

(a). For all milk fat, whether or not equal to his or her pool quota, 
an amount determined by dividing the value of all milk fat in the 
pool by the amount of milk fat produced. 

(b) Transportation allowances that are provided for in the pooling 
plan shall not be deducted from the quota milk of any region, but 
shall be deducted from the total solids not fat pool revenue before 
any price is determined for quota and nonquota solids not fat. 

(c) Regional quota adjusters shall continue to be subtracted from 
the quat. price in the established areas as specified in the pooling 
plan for market milk. However, the hundredweight price specified 
shall be converted to a solids not fat equivalent value, and the 
adjustments for the effect of those regional quota adjusters shall be 
applied to the solids not fat revenue. 

(d) After taking into consideration the effect of the regional quota 
adjusters, the solids not fat announced quota price for those areas in 
which there is no regional quota adjuster shall be uineteen and 
one-half cents ($0.195) per pound greater than the announced solids 
not fat price for all milk produced in excess of pool quota. 

62751. This chapter shall remain in effect only until January I, 
1995, and as of that date is repealed, unless a later enacted statute, 
which is enacted before January 1, 1995, deletes or extends that date. 

o 
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Section 62708.5 of the Food and Agricultural Code is not 
repealed on January 1, 1995, by Section 62751 of the Food and 
Agricultural Code. 

ANALYSIS 

Section 62708.5 of the Food and Agricultural Code l 

currently permits a producer-handler, among other things, to 
operate outside a milk pooling plan, and to make certain 
deductions from its own class 1 sales before accounting to the 
pool (see subd. (e), Sec. 62708.5). Section 62708.5 is in 
Chapter J (commencing with Section 62700) of Part 3 of 
Division 21. 

Chapter 1112 of the Statutes of 1993 amends Section 
62708.5 by changing the deductions that may be made by a producer­
handler from its own class 1 sales (see subd. (e), Sec. 62708.5, 

1 All section references are to the Food and Agricultural 
Code. 
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as amended by Ch. 1112, Stats. 1993). The amendments made by 
Chapter 1112 of the Statutes of 1993 to Section 62708.5 will take 
effect January 1, 1994 (para. (1), subd. (c), Sec. 8, Art. IV, 
Cal. Const.). 

Chapter 1112 of the Statutes of 1993 also added 
Chapter 3.5 (commencing with section 62750) to Part 3 of 
Division 21. Section 62751 of Chapter 3.5 provides as follows: 

"62751. This chapter shall remain in effect 
only until January 1, 1995, and as of that date is 
repealed, unless a later enacted statute, which is 
enacted before January 1, 1995, deletes or extends 
that date." 

The appropriate rules of statutory construction were set 
forth in Moyer v. Workmen's Compo Appeals Bd., 10 Cal. 3d 222 at 
page 230: "We begin with the fundamental rule that a court 
'should ascertain the intent of the Legislature so as to 
effectuate the purpose of the law.' [Citation.] In determining 
such intent '[t]he court turns first to the words themselves for 
the answer.' [Citation.] We are required to give effect to 
statutes 'according to the usual, ordinary import of the language 
employed in framing them.' [Citations.]" 

In Section 62751, the word "chapter" is modified and 
limited by the adjective "this," which means "the person, thing, 
or idea that is present or near in place, time, or thought or that 
has just been mentioned" (Webster's Third New International 
Dictionary, p. 2379). The phrase "this chapter" thus means the 
present chapter, the chapter in which Section 62751 is located. 
consequently, Section 62751 repeals Chapter 3.5 (commencing with 
section 62750) of Part 3 of Division 21 on January 1, 1995, but 
does not affect Section 62708.5 Which, as noted earlier, is in 
Chapter 3 (commencing with section 62700) of .Part 3 of 
Division 21. 

Therefore, it is our opinion that section 62708.5 is not 
repealed on January 1, 1995, by Section 62751. 

Very truly yours, 

Bion M. Gregory 

Leg~llative c~ns~l . 

By ~'0~'.-'-J' ~,~ 
Franc~s S. Dorbin 

ASD:ljb Deputy' Legislative Counsel 
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May 24, 1993 

The Honorable Dan Mccorquodale 
state Capitol 
Room 4032 
sacramento, CA 95814 

Dear Dan: 

I briefly talked to Peter Szego regarding an amendment that I am 
propos1ng to your Senate Bill 688. It is a bill that calls for 
a referendum on all Grade A milk producers in the state on a new 
pooling plan to determine the price for milk obtained by producers. 

Anthony and 
Association. 
California. 

I represent the California Producer-Handler 
There are only six of them left in the State of 

They produce, process, and distribute their milk. 

The six producer- handlers are Rockview Dairies in Downey, 
Producers Dairy in Fresno, Foster Farms in Modesto, Holandia Dairy 
in San Marcos, Royal Jersey in EI Sobrante, and Scott Brothers in 
Pomona. 

Under the present law, a producer-handler who has quota that he 
received when the milk-pooling act first passed and any quota he 
has purchased prior to January 1, 1978, is referred to as exempt 
quota. What we are asking in our amendment is that the January 1, 
1978, date be removed and that any quota purchased by a producer­
handler since January 1, 1978, and any quota that he may purchase 
at any time in the future also be exempt. 

In addition, there is a provision in the law that was placed in 
there at the time of passage of the milk-pooling act that states 
that a producer-handler has the right to deduct an additional daily 
a mount of 150 lbs. fat and 370 lbs. solid non-fat from it's Class 1 
sales before being required to account to the pool. And the 
statute further says that if a producer-handler sells any quota 
after February 9, 197 7 , that he wiil lose the additional deduction 
that is provided for him under present law. 
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What our amendments would do would be to remove the penalty in the 
law that the producer-handler is faced if he sells quota after 
February 9, 1977. 

I would appreciate hearing your consideration of our amendments. 

sincerely yours, 

JOE A. GONSALVES 

JAGjjv 
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REVISED 

SB 688 

Date of Hearing: August 23, 1993 

ASSEMBLY COMMITTEE ON AGRICULTURE 

Rusty Areias, Chair 

SB 688 (McCorquodale) - As Amended: August 16, 1993 
fiscal 

SUBJECT 

Modifications to the state milk pooling system. 

DIGEST 
Existing law provides for California milk to be marketed under a milk 
stabilization plan that is separate and apart from the federal milk marketing 
plan under which most other states operate. 

Existing law provides for the director of the California Department of Food & 
Agriculture (CDFA) to set minimum prices to be paid by milk handlers 
(processing plants) to milk producers (dairymen). The law provides that the 
price should be set at a level to ensure an adequate supply of milk and to 
provide the dairyman with a reasonable return on investment. 

Existing law does not provide for prices to be set for wholesale or retail sale 
of milk. 

Existing law r equires the director to operate a milk equalization pool for the 
purposes of maintaining a stable and equitable system for distributing the 
revenues from milk sales among dairymen. The director receives all revenues 
paid by processors (thus, the term ~milk pool") and distributes them among 
dairy farmers according to the formulas in the plan. 

Existing law provides for variations in the price paid for milk based on the 
use of the milk and the special premium pricing rights, known as "quota", of , 
the dairyman. The amount of "quota" owned by a dairyman (an.d thus the amount ·· 
of milk he or she can sell at the premium price) varies between dairymen and 
"quota" can be traded and sold among da~rymen. Below the premium price 
category of "quota milk" are "base milk" and "overbase milk". "Quota" refers 
to a pricing category, not to any actual distinction in the type or quality of 
the milk being sold. The amount of "quota" available in the system is 
controlled by a statutory formula . Further, "quota" is not distributed 
equally . Some dairy farmers own enough quota to cover all their milk, while 
others own no quota at all. 

This bill would: 

1) Modify the Milk Pooling Plan to provide for a fixed differential of $1.70 
between the "quota price" and the non-quota price during the calendar year 
1994. 

- continued -

SB 688 
Page 1 
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2) Make minor technical amendments to the special provisions in current law 
relating to producer-handlers (those who both produce milk and also process 
it) by allowing them to keep more of their milk outside the milk pooling 
system. 

FISCAL EFFECT 

The Milk Pooling and Milk Stabilization programs are 100% industry funded and 
would have no effect on state revenues or cests. 

COMHENTS 

1) Effect on retail price of milk, 
As a result of the August 16th amendments to this bill, SB 6BB will no 
longer have a direct effect on retail prices of dairy products. The 
$1.70 differential represents a change in ·the way the dairy payments 
are distributed from the milk pool. By establishing the differential 
of $1. 70 in statute, this bill will stabilize the percentage of milk 
pool monies paid for ~quota", 'base", and 'overbase" milk. Currently 
the differential varies monthly, based on the selling price and the 
amount of production. However, the average over the past several 
months has been very near $1.70. 

2) Effect of recent amendments on CDFA opposition, 
The August 16th version of the bill contains amendments which address 
the concerns expressed by the Department of Food & Agriculture in their 
July B, 1993, letter to the Committee. 

SUPPORT 
Vestern United Dairymen (sponsor) 
Agricultural Council of California 
Milk Producers Council 
Humbolt Creamery 
Glenn Milk Producers 
California Cooperative Creamery 
San Joaquine Valley Dairymen 
Danish Creamery 
Dairymen's Cooperative Creamery 
California Milk Producers Assoc. 

Peter Cooey 
445-191B 
aag 

OPPOSITION 
Co~sumers Union 

SB 6BB 
Page 2 
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CA SB 688 

SENATE RULES COMMITTEE 

Office of 
Senate Floor Analyses 

1020 N Street, suite 524 
445-6614 

11/03/93 

UNFINISHED BUSINESS 

Bill No. 

Author: 

Amended: 

Page 1 

SB 688 

McCorquodale 

8/16/93 

vote Required: 21 

SUBJECT: Milk: pooling referendum 

SOURCE: Western united Dairymen 

DIGEST: The bill establishes, for the pricing period starting August 1, 1994 
and ending January 31, 1995 and for the pricing period starting February 1, 
1995 and thereafter, the minimum Class 1 price for milk according to area. 

Assembly Amendments delete the Senate provisions calling for a referendum of 
all Grade A milk producers in the state on a new pooling plan and, instead, 
modify the Milk Pooling Plan to provide for a fixed differential of $1.70 
between the "quota price" and the non-quota price during the calendar year 
1994. Sunsets January 1, 1995. 

ANALYSIS: California's System of Milk Pricing: 

Next to Wisconsin, California is the largest milk producer in the U.S. Milk 
production in most of the country operates under federal marketing orders but 
California follows its own system. This is possible because very little 
fluid milk is shipped across California's boundaries. 

Milk originates with "producers," also referred to as dairies or dairymen. 
It is picked up by "handlers" and transported to plants (i.e., production 
facilities or creameries). The output from production facilities finds its 
way, often through wholesalers or distributors, into the retail market. In 
many instances, these elements of the milk system are integrated vertically. 
For example, some major creameries are owned by producer cooperatives 
covering as many as two or three hundred producers. 

At the present time, California does not seek to control the price of milk or 
milk products at the retail or wholesale level. The focus is on the price 
received by producers. 

In 1935 the Legislature created the Milk Stabilization Act, which authorized 
the Director of Agriculture to establish minimum prices that producers would 
be paid for their milk. With some modifications, that system remains in 
place today. 

The 1935 Act also established a code classifying milk and milk products by 
their use. 

The detailed listing of what fits into each class is quite extensive, but a 
general characterization is as follows: 
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Class 1 
Class 2 
Class 3 
Class 4a 
Class 5b 

11/03/93 

All fluid or drinking milk 
- Yogurt and cottage cheese 
- Frozen milk products 
- Butter and powdered milk 
- Hard cheese 

Page 2 

Prior to 1969, producers competed fiercely to supply plants for output of 
Class 1 milk, since this commanded the highest price. In 1969, the 
Legislature created the Gonsalves Milk pooling Act in order to stabilize the 
milk market. 

Each producer was assigned a "quota" reflecting the amount of Class 1 milk 
sold in the two years before the Act became effective. The statewide total 
of quota was designed to approximately reflect the total market for fluid 
milk. A producer's quota determines the amount of Class 1 milk the producer 
can sell within the pooling system. 

As the total market for milk expanded, new quota was assigned by the state in 
accordance with statutory rules and regulations. Additionally, milk 
producers are allowed to trade quota, provided they have operated under their 
quota for at least five years. The five-year rule is intended to dampen 
speCUlation. By adjusting this figure it is possible to encourage or 
discourage quota trading. 

There is no limit on milk production but milk sold over quota receives the 
lowest (base) price, namely that for milk destined for Class 4b products. 

Class 1 prices are arrived at by a formula involving a weighted average of 
milk production costs (43%), the Class 4a price (42%), and the average weekly 
earnings of California manufacturing employees (15%). The price for the 
other classes of milk is determined by specialized criteria for each class. 

statement of Problem: 

In recent years, some difficulties have arisen with the pooling system. For 
example, although econometric models are difficult to apply in this field due 
to numerous uncertainties in the interaction of various factors, it has been 
observed empirically that there have been growing fluctuations in producer 
milk prices. These variations apparently are traceable to two influences. 
One is the growing dominance of products manufactured from milk relative to 
milk consumed in fluid form; the other is the fluctuation in the federal 
support price for hard cheese which sets the floor for milk pricing in 
California. 

The large oscillations in producer milk prices are troublesome to producers 
because they make financial planning more difficult. They also result in 
undesired effects on consumer milk prices. It is observed that when producer 
prices go up, consumer prices follow rapidly; but when producer prices go 
down, consumer prices go down much more slowly. This ratchet effect gradually 
drives consumer milk prices in an upwards direction. 

This bill sets forth the amount that each producer is to be paid for pool 
quota production and production in excess of pool quota between January 1, 
1994 and January 1, 1995. 
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Exis ting law permits a producer-handler to operate outside a milk pooling 
plan, and t o deduct from its class 1 sales before being required to account 
to the plan its original quota a nd quota purchased prior to January 1, 1978, 
plus a dai ly' deduction of 150 pounds milk fat and 375 pounds solids not fat 
if it has n ot sold production base and pool quota subsequent to February 9, 
1977 ; o r if it has sold production base and pool quota subsequent to February 
9 , 1977, it may only deduct its original pool quota, and quota purchased 
prior to January 1, 1978. 

This bill would permit every producer-handler to deduct from its class 1 
sa l es b e fore being required to account to the plan its original quota and any 
quota subsequently purchased plus a daily deduction of 150 pounds milk fat 
and 375 pounds solids not fat without reg.ard to whether it has sold 
production base and pool quota subsequent to February 9, 1977. 

Effect on Retail Price of Milk: As a result of the August 16th amendments to 
th is bill, SB 688 will no longer have a direct effect on retail prices of 
dairy products . 

The $1 .70 differential represents a change in the way the dairy payments are 
distributed from the milk pool. By establishing the diffe rential of $1.70 in 
statute, this bill will stabilize the percentage of milk pool monies paid for 
"quota", "base", and "overbase" milk. Currently the differential varies 
monthly, based on the selling price and the amount of production. However, 
the average over the past several months has been very near $1.70. 

Under the present law, a producer-handler who has quota that he received when 
the milk- pooling act first passed and any quota he has purchased prior to 
January 1, 1978 is referred to as "exempt quota." In addition, there is a 
provision in the law that was placed in there at the time of passage of the 
milk-pooling act that states that a producer-handler has the right to d educ t 
an additional daily amount of 150 pounds fat and 370 pounds solid non-fat 
from its Class 1 sales before being r equired to account to the pool. And the 
statute further says that if a producer-handler sells any quota after 
February 9 , 1977 , he will lose the additional deduction tha t i s provided for 
him under present law. 

The bill sunsets on January 1, 1995. 

FISCAL EFFECT: Appropriation : No Fiscal Committee . 

SUPPORT : 

(Ver i fied 9/7/93) 

Western Un i ted Dairymen (source) 
California Milk Producers 
Milk Producers Council 
California Producer-Handler Association 
Agricultural Council of California 

OPPOSITION: 

(Verified 9/7/93) 

Dairy Institute of Cal i forni a 

Yes Local : No 
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Consumers Union 
Department of Food and Agriculture 

ARGUMENTS IN SUPPORT: Proponents indicate, "Enactment of SB 688 will have a 
positive effect in helping restore the economic stability of the dairy 
industry, and, as such will further the best public interest." The 
Agricultural Council of California states, "Milk is a highly perishable food 
item that requires strict government regulation to assure the public of a 
safe and healthy product. Farmers make significant investments in their 
dairy operations to efficiently comply with public health standards . Yet, 
since 1978 under the current pricing formula, dairy farmers have been unable 
to recover 42% of the costs of making these improvements. compounded over a 
period of time this reduces the profit margin and results in operating losses 
making it difficult to stay in business. 

"SB 688 addresses this problem by directing the Department of Food and 
Agriculture to revise the formula for establishing minimum fluid milk prices, 
beginning in August of 1994. It is intended to increase the pool from which 
producers are paid and help cover their costs of production. A different 
pricing formula could have the potential for minimal increases in the price 
of milk . However, the Department of Food and Agriculture concluded after a 
March 31st .hearing on this subject that '(an) analysis does not support the 
conclusion that retail prices change with changes in raw product costs . " " 

ARGUMENTS IN OPPOSITION: Consumers Union states, "In 1969 the State 
Legislature established a quota system which created price differentials 
between what quota and non-quota holding producers receive for the same milk 
product. Approximately half of the state's milk is produced under quota, sold 
at prices which, even at their lowest, have consistently exceeded those 
rece ived by non- quota holders. In fact, may farmers "have quota" for just 
some of the milk their cows produce, the total of which is pooled and then 
sold for two distinct prices based on its classification as quota or 
non-quota . The pooling process itself best illustrates the phoniness of the 
classifications, showing that quota and non- quota milk is indistinguishable. 

"The price differential between quota and non-quota milk is currently 
determined by the Department of Food and Agriculture's (DFAl bimonthly 
pricing procedure for Class 1 , 2, 3, 4a and 4b milk products. SB 688 would 
put the current average of $1.70 into statute as a minimum differential 
between quota and non-quota milk prices until January 1, 1995 . This 
differential would be static despite bimonthly price fluctuations which would 
otherwise bring the quota/non-quota differential below or above that number . 

"The quota system severely handicaps new producers who must pay a high price 
for quota , a traded but intangible commodity among the industry's producers. 
This bill would further appreciate the value of quota, guaranteeing quota 
holders at least $1.70 more per hundredweight. The valuable but imaginary 
quota distinction is i nevitably reflected in retail prices as an industry 
cost factor which sustains the profit buffer employed by roughly half the 
state 's dairy producers. Consumers are paying into this system each time 
they purchase milk." 

END OF REPORT 
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SENATE THIRD READING 
SB 688 (McCorquodale) - As Amended: August 16, 1993 

SENATE VOTE: 25-7 

ASSEMBLY ACTIONS: 

COMMITTEE AGRI. VOTE 12-0 COMMITTEE W. & M. VOTE 21-0 

DIGEST 

Existing law: 

1) Provides for California milk to be marketed under a milk 
stabilization plan that is separate and apart from the federal milk 
marketing plan under which most other states operate. 

2) Provides for the director of the California Department of Food & 
Agriculture (CDFA) to set minimum prices to be paid by milk handlers 
(processing plants) to milk producers (dairymen). 

3) Provides that the price should be set at a level to ensure an 
adequate supply of milk and to provide the dairyman with a reasonable 
return on investment. 

4) Does not provide for prices to be set for wholesale or retail sale 
of milk. 

5) Requires the director to operate a milk equalization pool for the 
purposes of maintaining a stable and equitable system for distributing 
the revenues from milk sales among dairymen. The director receives all 
revenues paid by processors (thus, the term "milk pool") and 
distributes them among dairy farmers according to the formulas in the 
plan. 

6) Provides for variations in the price paid for milk based on the use 
of the milk and the special premium pricing rights, known as "quota", 
of the dairyman. The amount of "quota" owned by a dairyman (and thus 
the amount of milk he or she can sell at the premium price) varies 
between dairymen and "quota" can be traded and sold among dairymen. 
Below the premium price category of "quota milk" are "base milk" and 
"overbase milk." "Quota" refers to a pricing category, not to any 
actual distinction in the type or quality of the milk being sold. The 
amount of "quota" available in the system is controlled by a statutory 
formula. Further, "quota" is not distributed equally. Some dairy 
farmers own enough quota to cover all their milk, while others own no 
quota at all. 

This bill: 

1) Modifies the Milk Pooling Plan to-provide for a fixed differential 
of $1.70 between the "quota price" and the non-quota price during the 
calendar year 1994. 

2) Makes minor technical amendments to the special provisions in 
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current law relating to producer-handlers (those who both produce milk 
and also process it) by allowing them to keep more of their milk 
outside the milk pooling system. 

FISCAL EFFECT 

The Milk pooling and Milk Stabilization programs are 100% industry funded and 
would have no effect on state revenues or costs. 

COMMENTS 

None 

Peter Cooey 
445-1918 

END OF REPORT 
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Assembly Bill No. 1285 

CHAPTER 601 

An act to amend Section 62750 of, to add Sections 62062.1, 62752, 
62753, 62754, 62755, and 62756 to, and to repeal and add Section 62751 
of, the Food and Agricultural Code, relating to food. 

{Approved by Governor September 15, 1994. Filed wlth 
Secretary of State Septemb~r 16, 1994.] 

LEGISLATIVE COUNSEL'S DIGEST 

AB 1285, Cannella. Milk: pooling referendum. 
Existing law provides for stabilization and marketing plans 

pursuant to which the Secretary of Food and Agriculture establishes 
minimum prices to be paid by handlers to producers for market milk. 
Until January 1, 1995, existing law also requires that producers be 
paid a specified amount for market milk. 

This bill would delete the termination date ofJanuary 1, 1995, and 
instead continue in effect those provisions establishing a specified 
price for market milk until producers vote in a referendum to 
suspend them. The bill would require the secretary to hold public 
hearings for the purpose of considering whether to hold the 
referendum. The bill would require the secretary, following the 
hearing, to submit a ballot to producers in a statewide' election, and 
would sp ecify the procedures to be followed in conducting the 
referendum. If existing law is not continued in effect, the bill would 
require the secre tary to continue in operation the pooling plan in 
effect on December 31, 1993. The bill would also require the 
statewide weighted average minimum price level for class 1 milk to 
bear a reasonable relationship to class 1 milk prices paid to pro.ducers 
in contiguous states. 

The people of the State of California do enact 9.S follows: 

SECTION 1. Section 62062.1 is added to the Food and 
Agricultural Code, to read: 

62062.1. Any designation of a class I price by any method or 
formula that is used to develop class 1 prices paid to producers in the 
various marketing areas, shall provide, on a calendar year basis, a 
statewide weighted average minimum price level for a hundred 
weight of milk testing 3.5 fat and 8.7 solids not fat that isin reasonable 
relationship with minimum class 1 milk prices paid to producers in 
contiguous states. If the statewide weighted average class 1 prices 
paid to producers are not in a reasonable relationship with the class 
I prices paid to producers in contiguous states, the secretary shall 
immediately hold a hearing to consider adjustments to the class 1 
prices. 

90 120 
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SEC. 1.5. Section 62750 of the Food and Agricultural Code is 
nended to read: 
62750 Notwithstanding any provlSlon of Chapter 3 

,ommencing with Section 62700) in conflict with this section or any 
ooling plan for market milk in effect under that chapter, effective 
.nuary I, 1994, each producer shall be paid the amounts determined 
1 accordance with this section for his or her pool quota production 
1d for all production in excess of his or her pool quota, 
(a) For all milk fat, whether or not equal to his or her pool quota, 

1 amount determined by dividing the value of all milk fat in the 
)01 by the ""--nount or milk fat produced. 
(b) Transportation allowances that are provided for in the pooling 

.an shall not be deducted from the quota milk of any region, but 
tall be deducted from the total solids not fat pool revenue before 
ly price is determined for quota and nonquota solids not fat. 
(0) Rel,,>ional quota adjusters shall continue to be subtracted from 

Ie quota price in the established areas as specified in the pooling 
an for market milk. However, the hundredweight price specified 
tall be converted to a solids not fat equivalent value, and the 
ljustments for the effect of those regional quota adjusters shall be 
)plied to the solids not fat revenue. 
(d) After taking into consideration the effect of the regional quota 

ljusters, the solids not fat announced quota price for those areas in 
hich there is no regional quota adjuster shall be nineteen and 
le-half cents ($0.195) per pound greater than the announced solids 
lt fat price for all milk produced in excess of pool quota. 
SEC. 2. Section 62751 of the Food and Agricultural Code is 
pealed. 
SEC.3. Section 62751 is added to the Food and Agricultural Code, 
read: 

62751. Except as provided in Section 62756, this chapter shall 
main operative un til the secretary certifies to the Secretary of 
ate that producers have voted in a referendum to suspend the 
)eration of this chapter. 
SEC. 4. Section 62752 is added to the Food and Agricultural Code, 
read: 

62752. The secretary may hold a public hearing at any time to 
-mider whether this chapter shall be suspended, and shall hold a 
Iblic hearing to review a petition requesting the suspension of this 
apter signed by not less than 25 percent of the producers who 
oduced not less than 25 percent of the total amount of fluid milk 
oduced in this state during tbe preceding calendar month. 
SEC. 5. Section 62753 is added to the Food and Agricultural Code, 
read: 
62753. The secretary shall establish a period of 60 days in which 

conduct the referendwn. The secretary may extend the 
ferendum period an additional 30 days if he or she determines that 
e additional time is needed to adequately conduct the referendum, 
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and may prescribe additional p:"ocedures necessary to conduct the 
referendum, 

SEC. 6. Section 62754 is added to the Food and Agricultural Code, 
to read: 

62754. (a) Each producer shaJl have one vote and tbe vote shall 
be individually cast in order to prevent block voting. The secretary 
shall prepare a ballot. The baUot form shall be substantially as foHo;-.'", 

Ballot 
Shall Chapter 3.5 (commencing with Section 62750) of Part ,3 of 

Division 21 of the Food and Agricultural Code be continued in 
effect? Yes No 

(b) In addition, the ballot shall indude a statement of the voter's 
total production during the calendar month next orecedint! the 

h 'th • 0 mont Or e commencement of the referenduYr.. period, \~'here and 
to whom that production was sold or otherwise disposed, and the 
producer's name and address and pooong numbers. 

SEC.7. Section 62755 is added to the Food and Agricultural Code, 
to read: 

62755. (a) The secretary shall find that producers have assented 
to the continued operation of this chapter if the secretary finds on 
a statewide basis that not less than 51 percent of the total number of 
eligible producers in the state have voted in the referendum and that 
51 percent or more of the total number of eligible pwducers who 
voted in the referendum and who produced 51 percent or more of 
the total amount of fluid milk produced in the state during the 
calendar month next preceding the TD.onth of the commencement of 
the referendum period by all producers who voted in the 
referendum, approve the continued operation of this chapter. 

(b) If the secretary finds that a vote favorable to the continued 
operation of this chapter has not been given, the secretary shall so 
certify to the Secretary of State and shall declare this chapter 
inoperative. 

(c) The secretary may reveal the names of producers whose votes 
have been received to both proponents and opponents of the 
continued operation of this chapter. However, whether individual 
producers voted for or against the continued operation of this 
chapter shall be kept confidential. 

SEC. 8. Section 62756 is added to the Food and Agricultural Code. 
~re~ . 

62756. (a) If the continued operation of this chapter is not 
approved, the secretary shall continue in operation the pooling pian 
in effect on December 31, 1993. 

(b) Notwithstanding Section 62751, this section shal! remain 
operative notwithstanding a ,"ote by producers to suspend the 
operation of this chapter. 

o 



EXHIBIT D-2 



Hearing Date: 7/13/93 

SENATE COMMITTEE ON AGRICULTURE AND WATER RESOURCES 
Dan Mccorquodale, Ch&ir 

AD 1285 

AD 1285 (C&nnellm), as amended 7/6/93 Fiscal: Yes 

PURPOSB OF BILL: 

o Require the Director of Food and Agriculture, provided the Director 
determines specified fi ndings regarding the price of class 1 milk in 
California as compared to the other Western states , to cal l a 
referendum of all Grade A milk producers in the state on a new pooling 
and stabilization plan to establish prices for milk obtained by 
producers. 

o Establish, for the pricing period starting January 1 , 1994 
and ending June 30, 1994, and for the pricing period starting July 1, 
1994, the minimum Class 1 prices for milk according to area. 

PRIOR ACTION: 

Assembly Agriculture Committee 
Assembly Ways and Means Committee 
Assembly Floor (consent) 

BACKGROUND: 

9 - 0 
21-0 
75-0 

California ' s system of Milk Pricing 

4/19/93 
6/02/93 
6/09/9 3 

Next to Wisconsin, California is the largest milk producer in the 
U.s. Milk production in most of the country operates under federal 
marketing orders but California follows its own system . This is 
possible because very litt le fluid milk is shipped across California ' s 
boundaries . 

Milk originates with "producers," also referred to as dairies or 
dairymen. It is picked up by "handlers" and transported to plants 
(i.e., production facilities or creameries). The output from 
production facilities finds its way , often through wholesalers or 
distributors, into the retail market. In many instances, these 
elements of the milk system are integrated vertically . For example, 
some major creameries are owned by producer cooperatives covering as 
many as two or three hundred producers . 

At the present time, California does not seek to control the price 
of milk or milk products at the retail or wholesale level . The focus 
is on the price received by producers. 

In 1935 the Legislature created the Milk Stabilization Act, which 
authorized the Director of Agriculture to establish minimum prices that 
producers would be paid for their milk. with some modifications, that 
system remains in place today. . 

The 1935 Act also established a code classifying milk and milk 
products by their use . The detailed listing of what fits into each 
class is quite extensive, but a general characteriZation is as follows: 
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Class 1 All fluid or drinking milk 

Class 2 Yogurt and cottage cheese 

Class 3 Frozen milk products 

Class 4a - Butter and powdered milk 

Class 5b - Hard cheese 

Prior to 1969, producers competed fiercely to supply plants for 
output of Class 1 milk, since this commanded the highest price . In 
1969 , the Legislature created the Gonsalves Milk Pooling Act in order 
to stabilize the milk market. 

Each producer was assigned a "quota" reflecting the amount of Class 
1 milk sold in the two years before the Act became effective. The 
statewide total of quota was designed to approximately reflect the 
total market for fluid milk. A producer's quota determines the amount 
of Class 1 milk the producer can sell within the pooling system. 

As the total market for milk expanded, new quota was assigned by the 
state in accordance with statutory rules and regulations. 
Additionally, milk producers are allowed to trade quota, provided they 
have operated under their quota for at least five years. The five-year 
rule is intended to dampen speculation. By adjusting this figure it is 
possible to encourage or discourage quota trading. 

There is no limit on milk production but milk sold over quota 
receives the l owest (base) price, namely that for milk destined for 
Class 4b products. 

Class 1 prices are arrived at by a formula involving a weighted 
average of milk production costs (43%), the Class 4a price (4 2%), and 
the average weekly earnings of California manufacturing employees 
(15%) • 

The price for the other classes of milk is determined by specialized 
criteria for each class. 

Statement of Problem 

I n recent years, some difficulties have arisen with the pooling 
system. For example, although econometric models are difficult to 
apply in this field due to numerous uncertainties in the interaction of 
various factors, it has been observed empirically that there have been 
growing fluctuations in producer milk prices . These variations 
apparently are traceable to two influences . One is the growing 
dominance of products manufactured from milk relative to milk consumed 
in fluid formi the other is the fluctuation in the federal support 
price for hard cheese which sets the floor for milk pricing in 
California. 

The large oscillations in producer milk prices are trOUblesome to 
producers because they make financial planning more difficult. They 
also result in undesired effects on consumer milk prices . It is 
observed that when producer prices go up, consumer prices follow 
rapidly; but when producer p r ices go down, consumer prices go down much 
more slowly . This ratchet effect gradually drives consumer milk prices 
in an upwards direction. 
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PROPOSED LAW: 

Pricing Provisions 

The bill establishes, for the pricing period starting January 1, 1994 
and ending June 30, 1994 and for the pricing period starting July 1, 
1994 and thereafter, the minimum Class 1 price for milk according to 
area, as set forth below. However, the current authority of the 
Director of Food and Agriculture to designate marketing areas and to 
establish uniform class 1 prices in two or more marketing areas is not 
superseded . 

A. January 1. ~!2 June 30. ~ 

(1) Northern California Marketing Area. 

The minimum base prices for components used for class 1 shall 
be the following: 

(a) For all milk fat, $0 . 7167 per pound. 

(b) For all solids not fat, $0.7747 per pound. 

(c) For all fluid, $0 . 0159 per pound. 

(2) South Valley Marketing Area . 

The minimum base price for components used in class 1 shall 
be as follows: 

(a) For all fat, $0.7167 per pound. 

(b) For all solids not fat, $0.7747 per pound. 

(c) For all fluid, $0.0141 per pound. 

(3) Southern California Marketing Area. 

The minimum base price for components used in class 1 shall 
be the following: 

(a) For all fat, $0.7217 per pound. 

(b) For all solids not fat, $0.7747 per pound. 

(c) For all fluid, $0.0184 per pound. 

B. July I . 1994 and Thereafter 

(1) Northern California Marketing Area. 
The minimum base prices for components used for class 1 shall 

be the following: 

(a) For all fat, $0.6453 per pound . 
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(b) For all solids not fat, $0.8147 per pound. 

(c) For all fluid, $0.0176 per pound. 

( 2) South Valley Marketing Area . 

The minimum base prices for components used for class 1 shall 
be the following: 

(a) For all fat, $0.6453 per pound. 

(b) For all solids not fat, $0.8147 per pound . 

(c) For all f l uid, 0.0158 per pound . 

(3) Southern California Marketing Area. 

The minimum base prices for components used for class 1 sha ll 
be the f o llowing : 

(a) For a ll f a t , $0.6503 per pound. 

(b) For all solids not fat, $0 . 8147 per pound . 

(c) For all fluids, $0 . 0201 per pound . 

Referendum on proposed pooling Plan 

This bill seeks t o address problems with the current pooling system 
by authorizing the Director of Food and Agriculture to prepare a 
modified pooling plan (to include specific elements as outiined below), 
to ho l d a public hearing on the same, and thereafter, to submit the 
p l an for approval or disapproval to a statewide referendum of milk 
producers . 

Findings by Director. However, the Director is to proceed with the 
above steps 2nlv if the Director finds that class 1 milk price levels 
on a statewide average basis are not lower than five cents below the 
average for the states west of or on the continental divide. The 
comparison is to be made on a rolling four month period. 

Sunset Provision . If the Director does not make such findings by July 
1 , 1996, class 1 milk prices revert to those in effect under milk 
stabilization plans in effect on December 31, 1993. 

Referendum. If a referendum is held, each producer has 
which is to be cast individually to avoid block voting. 
deemed approved provided not less than 51 percent of the 
voted and one of the following is true: 

one vote, 
The plan is 
producers have 

A. 65 per cent or more of eligible producers who voted in the 
refer endum, and who produce at least 51 percent of the total amount of 
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fluid milk produced in the state by producers who voted in the 
referendum, approve the plan . 

B. 51 percent or more of the t otal number of eligible producers who 
voted in the referendum, and who produce 65 percent or more of the milk 
produced by producers who voted in the referendum, approve the plan. 

If the plan is not approved, the current system remains in force. 

Plan Elements. The specific elements which the plan must include are: 

A. A modification of rules for changes in quota, in particular , 
changing from five to seven years the time quota that must be held 
before it is traded. There is an exception for lineal descendants of a 
producer. 

B. 
being 
price 
price 

A new procedure for calculating 
equal to $1.70 per hundredweight 
for milk which tests 3.5 percent 
may be adjusted for location and 

the quota price each month as 
above the announced non-quota 
fat and 87.8 percent fluid. The 
transportation charges . 

Subsequent Adjustments 

One year after a new plan is approved by referendum and implemented, 
and annually thereafter, the Director is required to review the 
previous year's class 1 prices. 

If the Director finds that the projected statewide average class 1 
price for the current year is not lower than five cents below the 
average price for the states west of or on the continental divide, t he 
Director shall implement the system of payment for highest usage as 
specified in current law, and this system is to stay in effect until 
the Director makes findings as outlined above. 

If the Director does not make findings as outlined above within 30 
months of the annual review, class 1 prices are to revert to those in 
effect under milk stabilization plans which were in effect December 31, 
1993. 

Producer-Handler Exemption 

Under the present law, a producer-handler, who holds quota which was 
originally received when the milk-pooling act was first passed plus any 
quota purchased before 1978, is considered to have "exempt quota. n 

In addition, there is a provision in current law giving a 
producer-handler the right to deduct daily 150 pounds fat and 370 
pounds non-fat from Class 1 sales before being required to account to 
the pool. The statute also provides that if a producer-handler sells 
any quota after February 9, 1977, the right to the additional 
deductions will be lost. 
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These amendments remove the penalty facing a producer-handler who 
sells quota after February 7, 1977. 

At the present time, there are six producer-handlers in California. 

COKXEilT8: 

1. Arguments in support. The California Milk Producers state, 
"Essentially, this bill provides for a reasoned and balanced framework 
by the dairy industry, subject to producer referendum, to update and 
strengthen existing Milk stabilization and Marketing Laws. Legislative 
policies and administrative procedures respond to the changing needs in 
the marketplace. This measure is the product of lengthy efforts by all 
major dairy organizations within the state to achieve a consensus to 
fully support the industry, in cooperation with the Department of Food 
and Agriculture, moving forward to effectively improve the current 
methods for the marketing of milk and other dairy products. Enactment 
of AB 1285 will have a positive effect in helping restore the economic 
stability of the dairy industry, and, as such will further the 
best pUblic interest." 

The Agricultural Council of California states, "Milk is a highly 
perishable food item that requires strict government regulation to 
assure the public of a safe and healthy product. Farmers make 
significant investments in their dairy operations to efficiently comply 
with public health standards . Yet, since 1978 under the current pricing 
formUla, dairy farmers have been unable to recover 42% of the costs of 
making these improvements. Compounded over a period of time this 
reduces- the profit margin and results in operating losses making it 
difficult to stay in business. This bill addresses this problem by 
directing the Department of Food and Agriculture to revise the formula 
for establishing minimum fluid milk prices, beginning in January of 
1994. It is intended to increase the pool from which producers are 
paid and help cover their costs of production. A different pricing 
formula could have the potential for minimal increases in the price of 
milk. However, the Department of Food and Agriculture concluded after 
a March 31st hearing on this subject that "(an) analysis does not 
support the conclusion that retail prices change with changes in raw 
product costs." 

2. Arguments in opposition. The Dairy Institute of California states, 
"This bill will result in increased costs to the state for school milk. 
The increased cost to the state reflects only 2% of the overall cost 
increases that will ultimately be borne by California consumers. 
Specifically, the provisions of AB 1285 will result in an annual 
increase of $48.9 million in the cost of milk, or 6 cents a gallon. 
The principal intent of AB 1285 is to adjust the dairy producer quota 
system to provide a more equitable system for a greater number of the 
state's dairy farmers. While the aim of this legislation is admirable, 
reform of the quota system should not be paid for by processors and 
consumers." 

The Institute indicated that the legislation would take some 
regulatory authority from the Director of Food and Agriculture in the 
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role of determining pricing for the public interest. 
there should be some flexibility relating to pricing, 
placed in statute. They also are concerned that there 
between quota reform provisions and price increases. 

AS 1285 

They believe 
rather than being 
is no linkage 

Consumers Union states that "The new pricing formula will increase 
milk prices for California consumers. Consumers Union believes that 
milk pricing, like pricing for all consumer goods, is best kept to the 
market place." 

3. AS 1285 currently is substantially the same as SB 688 
(McCorquodale) which was approved by this Committee on April 20, 1993, 
but in a somewhat different form. 

SUPPORT: 

Agricultural Council of California 
California Milk Producers 
California Producer-Handler Association 
Milk Producers Council 
western United Dairymen 

OPPOSED: 

Consumers Union 
Dairy Institute of California 
Department of Food and Agriculture (unless amended) 

Peter A. Szego 
7/9/93 
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IBION 1\11. GREGORY 

Sacramento, California 

June 21, 1994 

Honorable Sal Cannella 
5155 State Capitol 

Milk Pooling Plans (A.B. 1285) #19990 

Dear Mr. Cannella: 

Gerak! R05s Adams 
Martin L Anderson 
Paul Antilla 
Homa Rao Anwar 
Charles C. Asbi:1 
Joe J. Ayala 
Raneene P. Belisle 
Lara K. Bierman 
Diane F. Boyer-Vine 
AnrJ M. Buraslero 
Eileen J. Buxton 
Gwynnae L. Byrd 
Sanljane Cl1tt1bertson 
Emilia Cwer 
Ben E. Dahl 
J. Christopher Dawson 
Jeffrey A Deland 
Clinton J. deWitt 
Frances S. DorOin 
MaurCGn S DUM 
Sharon R. Fisher 
Clay Fuller 
Patricia R. Gales 
Debra Zldich Gibbons 
Shira K. Gilbert 
Linda M. Gonzalez 
Sonya Anne Gran! 
Alvin D. Grcss 
Maria Hilakos Hanke 
Jana T. Harrington 
8eldev S. Heir 
Thomas R. Heuer 
Ruben L Iniguez 

Deputies 

You have asked us to discuss the effect that Assembly 
Bill No. 1285, as amended in Senate June 13, 1994 (hereafter 
A.B. 1285), if enacted, would have on Section 62708.5 of the Food 
and Agricultural Code. 

Before we proceed to consider your question, we shall, 
by way of background, generally discuss the operation of milk 
pooling plans. 

Lori Am Joseph 
Davi(l 8. Judson 
Michael A. Kelly 
Michael J. Kerslen 
L Douglas Kinney 
Eve B. Kfotinger 
Aubrey laBrie 
Fel,eia A. Lee 
Vlclolia K. leWIS 
Diana G. Lim 
Jenn~cr Loomis 
Romuio I. Lopez 
K1I1( S. louie 
Mariana Milrin 
Francisco A. Martm 
Sally B. MCGough 
Peter Melnicoe 
Michael M. M€mesinl 
John A Moger 
Abel Munoz 
Donna L Neville 
Sharon Reilly 
Michael B. Salerno 
Kefth T. Schulz 
William K. Stark 
Jessica L Steele 
Ellen Sward 
MarJe Franklin Terry 
Jeff Thorn 
Richard Thomson 
Ehzabeth M. Waft 
RIChard B. Weisberg 
"Thomas D. Whelan 
Jack G. Zorman 

Pursuant to the provisions governing the stabilization 
and marketing of market milk (Ch. 2 (commencing with Sec. 61801), 
Pt. 3, Div. 21, F.& A.C. I ), the Secretary of Food and Agriculture 
(hereafter the secretary) is authorized to formulate stabilization 
and marketing plans for market milk (Sec. 61993). For the 
purposes of stabilization and marketing plans, market milk is 
classified as class 1, class 2, class 3, class 4a, and class 4b 
(see Art. 5 (commencing with Sec. 61931), Ch. 2, Pt. 3, Div. 21) 
The stabilization and marketing plans are required to contain 
minimum prices to be paid by handlers to producers for market milk 
in the various class.es (Sec. 62062). Prior to 1967, producers 
competed fiercely to supply plants with class. 1 milk, since 
class 1 milk commanded the highest price (see Senate Floor 
Analyses, S.B. 688, June 8, 1993). 

1 All section references are to the Food and Agricultural 
Code. 
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In 1967, the Legislature enacted the Gonsalves Milk 
pooling Act (Ch. 3 (commencing with Sec. 62700), Pt. 3, Div. 21; 
(hereafter Chapter 3» which contains a' comprehensive scheme for 
milk pooling. Pursuant to Chapter 3, the secretary is authorized 
to develop a pooling plan (Sec. 62704) under which each producer 
is assigned a pool quota (subd. (d), Sec. 62707). A producer's 
quota determines the amount of class 1 milk the producer can sell 
to handlers within the pooling system. Milk sold in excess of 
quota receives the lowest base price, namely that price for milk 
destined for class 4b products (Sec. 62711). The handlers who 
have a financial obligation to the pool resulting from the 
operation of the pooling plan pay those obligations to the pool 
manager (subd. (a), Sec. 62712). Those funds are then in turn 
distributed to the producers (Secs. 62711 and 62713). 

section 62708.5 permitted certain producer-handlers2 to 
elect, prior to August 6, 1969, to either join and operate wholly 
within the pool, or to elect to operate outside of the pool to the 
extent authorized by section 62708.5. A producer-handler who 
elected, pursuant to section 62708.5 to operate outside of the 
pool, is entitled to deduct a certain amount from its own class 1 
sales (subd. (e), Sec. 62708.5). Chapter 1112 of the Statutes of 
1993 amended section 62708.5 by changing the deductions that may 
be made by a producer-handler from its own class 1 sales before 
accounting to the pool (see subd. (e), Sec. 62708.5, as amended by 
Ch. 1112, Stats. 1993). 

Chapter 1112 of the Statutes of 1993 also added 
Chapter 3.5 (commencing with Section 62750) to Part 3 of 
Division 21 (hereafter Chapter 3.5). section 62750 of Chapter 3.5 
provides as follows: 

"62750. Notwithstanding any provision of 
Chapter 3 (commencing with section 62700) or any 
pooling plan for market milk in effect under that 
chapter, effective January 1, 1994, each producer 
shall be paid the amounts determined in accordance 
with this section for his or her pool quota 

2 For the purposes of section 62708.5, "producer-handler" 
includes any producer and any handler who purchases or handles 
fluid milk or fluid cream produced by that producer if all of the 
ownership of the handler and all of the ownership of the producer 
is owned by the same person or persons and their ownership in the 
producer or handler is at least 95 percent identical for each 
person with their ownership in the handler or producer. This 
ownership may not exceed 10 individual persons or owners of 
equitable interest in a partnership, corporation, or other legally 
constituted business association (subd. (a), Sec. 62708.5). 
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production and for all production in excess of his 
or her pool quota. 

"(a) For all milk fat, whether or not equal 
to his or her pool quota, an amount determined by 
dividing the value of all milk fat in the pool by 
the amount of milk fat produced. 

"(b) Transportation allowances that are 
provided for in the pooling plan shall not be 
deducted from the quota milk of any region, but 
shall be deducted from the total solids not fat 
pool revenue before any price is determined for 
quota and nonquota solids not fat. 

"(c) Regional quota adjusters shall continue 
to be subtracted from the quota price in the 
established areas as specified in the pooling plan 
for market milk. However, the hundredweight price 
specified shall be converted to a solids not fat 
equivalent value, and the adjustments for the 
effect of those regional quota adjusters shall be 
applied to the solids not fat revenue. 

"(d) After taking into consideration the 
effect of the regional quota adjusters, the solids 
not fat announced quota price for those areas in 
which there is no regional quota adjuster shall be 
nineteen and one-half cents ($0.195) per pound 
greater than the announced solids not fat price for 
all milk produced in excess of pool quota." 

section 62751 of Chapter 3.5 repeals Chapter 3.5 on 
January 1, 1995, unless a later enacted statute, which is enacted 
before January 1, 1995, deletes or extends that date. 

A.B. 1285, if enacted, would make various changes to 
Chapter 3.5. First, A.B. 1285 would repeal section 62751, thus 
deleting the date on which Chapter 3.5 would terminate in the 
absence of further legislation, and would instead provide that 
Chapter 3.5 shall remain operative until the secretary certifies 
to the secretary of state that producers have voted in a 
referendum to suspend the operation of Chapter 3.5 (proposed Sec. 
62751, as added to the Food and Agricultural Code by Sec. 3 of 
A.B. 1285). A.B. 1285, if enacted, would also contain provisions 
for conducting the referendum (see proposed Secs. 62752 to 62755, 
inclusive, as added to the Food and Agricultural Code by Secs. 4 
to 7, incl., A.B. 1285). Proposed section 62756 would provide 
that if the continued operation of Chapter 3.5 is not approved, 
the secretary would be required to continue in operation the 
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pooling plan in effect on December 31, 1993 (proposed Sec . 62756, 
as added to the Food and Agricultural Code by Sec. 8 of 
A.B. 1285). 

consequently, if enacted, A.B. 1285 would continue 
section 62750 in effect until the secretary certifies to the 
Secretary of State that producers ·have voted in a referendum to 
suspend the operation of Chapter 3.5 (proposed Sec. 62751, as 
added to the Food and Agricultural Code by Sec. 3 of A;B. 1285). 

Therefore, since A.B. 1285, if enacted, would continue 
section 62750 in effect until the secretary certifies that 
producers have voted in a referendum to suspend the operation of 
Chapter 3.5, the critical issue, for the purposes of our 
discussion, is how section 62750 would affect Section 62708.5 
until that certi'fication is made. If 'we consider the 
interpretation to be given Section 62750, t!).e appropriate rules of 
statutory construction are set forth in Moyer v. Workmen's Compo 
Appeals Bd., 10 Cal. 3d 222 at page 230: "We begin with the 
fundamental rule that a court 'should ascertain the intent of the 
Legislature so as to effectuate the purpose of the law.' 
[Citation.) In determining such intent '[t)he court turns first 
to the words themselves for the answer.' [Citation.) We are 
required to give effect to statutes 'according to the usual, 
ordinary import of the language employed in framing them. ' 
[Citations.)" 

On the other hand, regard is also to be had not so much 
to the exact phraseology in which the intent has been expressed, 
but in the general tenor and scope of the entire scheme embodied 
in the enactments; in such cases the manifest reason and obvious 
design of the law should not be sacrificed to a literal 
interpretation of the language (County of Los Angeles v. Frisbie, 
19 Cal. 2d 634, 639). 

The first sentence of section 62750 provides, 
"Notwithstanding any provision of Chapter 3 . (commencing . with 
section 62700) or any pooling plan for market milk in effect under 
that chapter, effective January 1, 1994, each producer shall be 
paid the amounts determined in accordance with this section for 
his or her pool quota production and for all production in excess 
of his or her pool quota (emphasis added)." If we consider the 
meaning of the first sentence of section 62750, it evidences a 
clear intent by the Legislature to supersede any provisi.on of 
Chapter 3, and not just the provisions of that chapter with which 
it is inconsistent. 

However, we also point out that Chapter 3.5, unlike 
Chapter 3, does not provide a comprehensive scheme for milk 
pooling . For example, Chapter ' 3.5 does not provide for the 
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assi,gnment of pool quota or make any provision for the settlement 
of, or accounting for, funds paid to the pool. , Therefore, it 
would appear that it was the intent of the Legislature that 
Chapter 3 would continue to govern with respect to those matters. 

Moreover, the legislative history ,of the bill that 
enacted Section 62750, Senate Bill No. 688 of the 1993-'94 Regular 
session, indicates that the purpose of section 62750 is to modify 
the milk pooling plan to provide for a fixed differential between 
the quota price and the nonquota price during 1994 (see Assembly 
Analyses of Third Reading of S.B. 688, Aug. ' 16, 1993; and Senate 
Floor Analyses, S.B. 688, June 8, 1993). 

Consequently, an argument can be made that Chapter 3 and 
Chapter 3.5 were intended to be read together and harmonized (see 
People v. Trieber, 28 Cal. 2d 657, 661), and that Chapter 3.5 was 
thus intended to supersede only tho'se provisions of Chapter 3 with 
which it is inconsistent. Sinc'e section 62708.5 is solely 
concerned with certain producer-handlers and the amount of class 1 
sales those persons can make before they account to the pool, 
section 62708.5 is not inconsistent with Section 62750. Thus, 
there is a reasonable basis upon which a court could conclude that 
Section 62708.5 is unaffected by section 62750. Pursuant to this 
construction, Section 62708.5 would also be unaffected by any 
provision of A.B. 1285, if that bill is enacted. On the other ' 
hand, a court could also conclude, based on the plain meaning of 
the first sentence of Section 62750, that the Legislature intended 
by the enactment of Chapter 3.5, to supersede every provision of 
Chapter 3, including Section 62708.5. If a court so concluded, 
A.B. l285, if enacted, would af'fect Section 62708.5 by superseding 
all of Chapter 3, including Section 62708.5, until the secretary 
certifies to the Secretary of State that producers have voted in a 
referendum to suspend the operation of Chapter 3.5. 

Finally, any uncertainty that may exist with respect to 
whether the current language in Section 62750 accurately 
represents the intent of the Legislature can be resolved by 
appropriate amendments to that section. 

FSD:dg 

Very truly yours, 

Bion M. Gregory 
Leg'slative Counsel 

By 
Franc s S . Dorbin 
Deput~ Legislative Counsel 
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Governor Pete Wilson 
state of California 
State capitol 

KENNETH L. MADDY 
SENATOR. FOURTEENTH DISTRICT 

REPUBLlCAN FLOOR LEADER 

August 26, 1994 

Sa.cramento, California 95814 

Dear Governor Wilson: 

RE: AB 1285/Cannella 

COMMITTEES. 

CON$T1TUTrON .... L AMENDMENTS 

GOVERNMENTAL ORGANIZATION 

'VICE CHAIRMAN' 

REVENUE eo TAXAT"lCN 

JOI"lT COMMITTEES 
ARTS 

FA'RS ... l....I..OC ... TION 

"'ND C~SSIFICAnON 
LEG;SLATIV€ AUDIT 

'VICE CHAIRMAN I 

SELECT COMMITTEES: 

8USINESS OEVELOPMENT 

CALIFORNIA S BUSINESS CLIMA T:=: 
CAUFORNIA·S WINE INOUSTRY 

NQRT.YRIOGC: EARTHQUAKE 
PACiFIC RIM 

I would respectfully recommend your signature on AB 1285 by 
Assemblyman Cannella. 

This bill is a follow-up to SB 688, which you signed into law last 
year. SB 688 contained a sunset clause which ends on January 1, 
1995; therefore, there is a need for AB 1285. 

The sunset provision was at the request of the Secretary of the 
Depar~ment of Food and Agriculture, Mr. Henry Voss. He wanted to 
experlence the provisions of SB 688 for one year before enacting 
it permanently. 

This bill preserves a more equitable distribution of revenues 
among the producers selling Grade A producer milk. Because of the 
perishable quality of milk, the nature of milk production, the 
varying seasonal production, demand factors and other economic 
factors affecting the milk industry, it is recognized by the 
Legislature that the Secretary must have the flexibility and all 
the information necessary to establish fair and equitable producer 
prices. 

In SB 688, an old restriction placed on producer handlers, which 
was provided for in the original Milk Pooling Act, was removed. 
This restriction, which allowed producer handlers to purchase 
quota but did not allow that quota to be exempt from reporting to 
the pool, had once before been extended to January, 1978. 
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This bill, AB 1285, reiterates the desire of the Legislature to 
continue the pOlicies regarding producer distributors enacted in 
SB 688 by addressing the provisions in the bill regarding the 
referendum. If a referendum by the producers were to terminate, 
the method of producer pricing established in AB 1285, the section 
addressing the producer distributors, would remain in effect. 

The passage of AB 1285 and your signature on this bill is a 
recognition by the Legislature and the Governor of this state that 
the powers that have been conferred upon the Secretary of the 
Department of Food and Agriculture are for the purposes of 
enabling the dairy industry to develop and maintain satisfactory 
marketing conditions, to bring about and maintain a reasonable 
amount of stability in the production of fluid milk and fluid 
cream; and particularly , to ensure that consumers within 
California wil l have an adequate and continuou supply of pure, 
fresh and wholesome milk at fair and reasonab e p ices. 

KLM:fms 



EXHIBIT E-l 



SENATE BILL No. 105 

Introduced by Senator Kelley 

January 12, 1995 

An act to repeal and add Section 62708.5 of the Food and 
Agricultural Code, relating to agriculture. 

LEGISLATIVE COUNSEL'S DIGEST 

SB 105, as introduced, Kelley. Milk: pooling plans. 
Under the existing milk pooling law, a producer-handler 

may deduct from its class I sales, before being required to 
account to the milk pooling plan, its original quota, and any 
quota subsequently purchased plus a daily deduction of 150 
pounds of milk fat and 375 pounds of solids not fat without 
regard to whether it has sold production base and pool quota. 

This bill would permit a producer-handler to deduct from 
its class 1 sales, before being required to account to the plan, 
its original quota, and quota purchased prior to January I , 
1978, plus a daily deduction of 150 pounds of milk fat and 375 
pounds of solids not fat if it has not sold production base and 
pool quota subsequent to Februmy 9, J 977; or if it has sold 
production base and pool quota subsequent to FebrualY 9, 
1977, to deduct its original pool quota, and quota purchased 
prior to January J, 1978. 

Vote: majority. Appropriation: no. Fiscal committee: no. 
State-mandated local program: no. 

The people of the State of California do enact as follows: 

I SECTION I . Section 62708.5 of the Food and 
2 Agricultural Code is repealed. 
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1 62708.5. Ea) A producer HallEller, for purposes of tHis 
2 challter, shall aIso inelude, as a sellarate and distinet 
3 category of predueer handlers, an)' produeer and aft)' 
4 haflEller who pUfehases or handle3 fluid mille or fltlid 
5 cream prodtleed by this prochwer if all of the ownership 
6 of tHe handler and all of the 0 ",,,ership of the producer 
7 IS oVlnee by the same person or persons ane their 
8 ownership in the predueer or Handler is at least 95 
9 pereent identical for each person with their ownership in 

10 the handler or producer. This ownership shall not exceea 
1l 10 individual persons or ownerS of equitable interest in a 
12 partnershill, eorporation, or other legall)' constituted 
13 bBsiness assoeiation. 
14 Eb) The ownership required by this section rna)' be 
15 through a j9artnershij9, eorporation, or other legally 
16 eonstituted business association if the entities are owned 
17 by the same jgerson or jgersons, and there is at least 95 
18 jgereent identity of ownershij9 for eaeh jgerson ,>vith their 
19 oWBership in the handler or j9roducer. For j9urposes of 
20 this section a "jgerson" Or "jgersons" includes the sj9ouse, 
21 or other persons of lineal consanguinity of the first Or 
22 seeone degree or collateral eonsanguiBity to the fourth 
23 eegree, and their spouses, and includes an adopted ehild 
24 the same as a Batural ehild aHd kindred of ilie half blood 
25 eCjUall)' with those of the whole blood of ilie OWHer and 
26 ovmerships bJ' persons so relatee shall be eOHsidered 
27 single oWHershij9 ey OHe pemoH. For purposes of this 
28 seetioB, propCliy pledged or hYj90theeated lH aHY 
29 fflaHHer to others shall be eonsiderecl "ovmed" if 
30 equitaele ownership with management aHa control 
31 remain with ilie j9rodueer haneler. 
32 Ee) 0" nership as providecl in this seetioH shall have 
33 existed at the time of the base jgened seleeted ey the 
34 j9redueer under Seotion 62707 aBd at all other times 
35 thereafter. 
36 Ed) Any such producer distributor may, until August 
37 6, 1969, do either of the feHovAng: 
38 (1) JoiH and operate wholly within the pool. 
39 (2) IIa, e its entire original produetioB ease alld pool 
40 quota determined during the base period it seleeted as a 
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1 prodBccr pm-sBant to Scetion 62707, cstablishcd as a part 
2 of thc pooling plan, and, lleve11helcss elect to opcrate 
3 entirely 0:1tside of the pool to tire eKtent autirorizcd by 
4 this scetion. 
5 (c) Any produecr handler vtho qualifics undcr this 
6 section and elects to operate outside the pool, to the 
7 cxtent of the authority granted, may deduct from its ovm 
8 class 1 sales, eJwluding sales to a handler, whethcr in bulk 
9 or packages, its ori;;,,"l quota ans any quota 

10 subsequently purehased, plus a daily deeuetion of 150 
11 pounds of mille fat and 375 pounds of solies not fat bcfure 
12 being rcqtiircd to aceotint to thc pool. 
13 (f) The seductions [rom class sales authorized 
14 pursuant to this section rcay be fl1ase irrcspective of the 
15 faet that tfie a, erage elass I usage in thc pool fur that 
16 montfi may bc less than 100 pcreent of thc pool quota in 
17 that pool. 
18 (g) Any proeuction su~cct to this scction from the 
19 proclucer hfrt:cHer select;r;g this option shall net have the 
20 right to participate in the qBota pool, irrespectivc of tfic 
21 fuel lfial the producer fialldler cIie not sell all of the quota 
22 as elass 1, and will partieipate ill either the base pool or the 
23 ovcrbase pool depensin; tlpon ""hether the total 
24 prociuction base ef the preclueer is sufficicnt to eover the 
25 milk delivered in exeess of the elass 1 usage eJlGmptee 
26 hercunder, oti1erv;isc the production in execss of the 
27 exempt producer handler's o",n Glass 1 sales, as definee 
28 is this seetioll, shall be aeeounted fur as overbase milk. 
29 eft) The fuet that a presueer hansler qualifies as to one 
30 of its mille prodaction operation.~ under this section does 
31 not prevest it [fOrf! operating on an entirely separate 
32 nonqualifying easis (and tfiercfure su~eet Ie pooling) at 
33 otfier milk produetion [aeilities, ane witfi otfier 
34 nonquaEfyiHg persons at these otller milk produccioll 
35 faeilities. A procIaeer Ilandler eon neithcr euy nOf sell 
36 pool quota and transfer therewith tfie option granted 
37 aneer this division eut this shall not prevcllt him or her 
38 from purehasing or sclling peol quota or proeuetion base 
39 as other"ise provided in this chapter. 
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I (i) If at any lime ewnershi!'l, as EleHneEl if} this seetien, 
2 eeases, the predueer han Eller sBall ne lenger be eligiBle 
3 fer the eptiens in tBis seetien, shall aeeetlflt Ie the peel as 
4 a separate han Eller, anEl shall be enlilleEl Ie reentry inte 
5 pwElueer pftrtieipalief! if! the peel en the saffle basis as a 
6 preEltleer hanaler may :i:flaer the lasl p&fagr1lj3h ef 
7 Seetief! 62708. 
8 SEC. 2. Section 62708.5 is added to the Food and 
9 Agricultural Code, to read: 

10 62708.5. (a) A producer-handler, for purposes of this 
II chapter, shall also include, as a separate and distinct 
12 category of producer-handlers, any producer and any 
13 handler who purchases or handles fluid milk or fluid 
14 cream produced by this producer if all of the ownership 
15 of the handler and all of the ownership of the producer 
16 is owned by the same person or persons and their 
17 ownership in the producer or handler is at least 95 
18 percent identical for each person with their ownership in 
19 the handler or producer. This ownership shall not exceed 
20 10 individual persons or owners of equitable interest in a 
21 paltnership, corporation, or other legally constituted 
22 business association. 
23 (b) The ownership required by this section may be 
24 through a paltnership, corporation, or other legally 
25 constituted business association if the entities are owned 
26 by the same person or persons, and there is at least 95 
27 percent identity of ownership for each person with their 
28 ownership in the handler or producer. For purposes of 
29 this section, a "person" or "persons" includes the spouse, 
30 or other persons of lineal consanguinity of the first or 
31 second degree or collateral consanguinity to the fourth 
32 degree, and their spouses, and includes an adopted child 
33 the same as a natural child and kindred of the half blood 
34 equally with those of the whole blood of the owner and 
35 ownerships by persons so related shall be considered 
36 single ownership by one person. For purposes of this 
37 section, property pledged or hypothecated In any 
38 manner to others shall be considered "owned" if 
39 equitable ownership with management and control 
40 remain with the producer-handler. 
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I (c) Ownership as provided in this section shall have 
2 existed at the time of the base period selected by the 
3 producer under Section 62707 and at all other times 
4 thereafter. 
5 (d) Any such producer-distributor may, until August 
6 6,1969, do either o[the following: 
7 ( I) Join and operate wholly within the pool. 
8 (2) Have its entire original production base and pool 
9 quota determined during the base period it selected as a 

10 producer pursuant to Section 62707, established as a part 
II of the pooling plan, and, nevertheless elect to operate 
12 entirely outside of the pool to the extent authorized by 
13 this section. 
14 (e) Any producer-handler who qualifies under this 
15 section and elects to operate outside the pool , to the 
16 extent of the authority granted, shall have the right to 
17 make deductions, as follows , fr0111 its own class I sales, 
18 excluding sales to a handler, whether in bulk or packaged, 
19 before being required to account to the pool: 
20 (I) If it has not sold production base and pool quota 
21 subsequent to February 9, 1977, it may deduct its original 
22 quota, and quota purchased prior to January I, 1978, plus 
23 a daily deduction of 150 pounds of milk fat and 375 pounds 
24 of so lids not fat. 
25 (2) If it has so ld production base and pool quota 
26 subsequent to February 9, 1977, it may only deduct its 
27 original pool quota, and quota purchased prior to January 
28 1,1978. 
29 (f) The deductions from class sales authorized 
30 pursuant to this section may be made irrespective of the 
31 fact that the average class I usage in the pool for that 
32 month may be less than 100 percent of the pool quota in 
33 that pool. 
34 (g) Any production subject to this section from the 
35 producer-handler selecting this option shall not have the 
36 right to participate in the quota pool, irrespective of the 
37 fact that the producer-handler did not sell all of the quota 
38 as class I, and will participate in either the base pool or the 
39 overbase pool depending upon whether the total 
40 production base of the producer is sufficient to cover the 
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1 milk delivered in excess of the class I usage exempted 
2 hereunder, otherwise the production in excess of the 
3 exempt producer-handler's own class I sales, as defined 
4 in this section, shall be accounted for as overbase milk. 
5 (h) The fact (hat a producer-handler qualifies as to one 
6 of its milk production operations under this section does 
7 not prevent it from operating on an entirely separate 
8 nonqualifying basis (and, therefore, subject to pooling) at 
9 other milk production facilities, and with other 

10 nonqualifying persons at these other milk production 
11 facilities, A producer-handler can neither buy nor sell 
12 pool quota and transfer therewith the option granted 
13 under this section, but this shall not prevent him or her 
14 from purchasing or selling pool quota or production base 
15 as otherwise provided in this chapter. 
16 (i) If at any time ownership, as defined in this section, 
17 ceases, the producer-handler shall no longer be eligible 
18 for the options in this section, shall account to the pool as 
19 a separate handler, and shall be entitled to reentry into 
20 producer participation in the pool on the same basis as a 
21 producer-handler may under the last paragraph of 
22 Section 62708, 

o 
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AMENDED IN SENATE MAY 4, 1995 

AMENDED IN SENATE MARCH 30,1995 

AMENDED IN SENATE FEBRUARY 27,1995 

SENATE BILL 

Introduced by Senator Kelley 

January 12, 1995 

No. 105 

An act to amefle Seeliefl 62759 sf, Ie aee See~eR 62759.1 te, 
aRe te repeal and add Section 62708.5 of, the Food and 
Agricultural Code, relating to agriculture. 

LEGISLATIVE COUNSEL'S DIGEST 

SB 105, as amended, Kelley, Milk: pooling plans, 
fB Under the existing milk pooling law, a 

producer-handler may deduct from its class I sales, before 
being required to account to the milk pooling plan, its original 
quota, and any quota subsequently purchased plus a daily 
deduction of 150 pounds of milk fat and 375 pounds of solids 
not fat without regard to whether it has sold production base 
and pool quota, 

This bill would permit a producer-handler to deduct from 
its class I sales, before being required to account to the plan, 
its original quota, and quota purchased prior to March I , 1995, 
plus a daily deduction of 150 pounds of milk fat and 375 powlds 
of solids not fat if it has not sold production base and pool quota 
subsequent to February 9, 1977; or if it has sold production 
base and pool quota subsequent to February 9, 1977, to deduct 
its original pool quota, and quota purchased prior to March I, 
1995, Hewe,'er, tRe bill weille alse previae that He EJ:tlalifiee 
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proEiueer IUffiEiler may EieEiuet tHese all'lBUflts of original Ejuota 
anEi pmeHaseEi Ejuata rrml'l its elass 1 sales Bntil proEiBeers vote 
in a referenEiUfn to suspenEi eeftain mille pooliag provisions, 
ineluEiiltg those EieseribeEi in (2). 

(2) Ellisting law sets forth the soliEis not fat anBOlilleeEi 
quota priee fer those areas in whieh tbere is no regional Ejuota 
aEijuster. 

Tbis ail! woulEi revise those amounts . 
Vote: maJonty. Appropriation: no. Fiscal committee: no. 

State-mandated local program: no. 

The people of the State of California do enact as follows: 

I SECTION I. Section 62708.5 of the Food and 
2 Agricultural Code is repealed. 
3 SEC. 2. Section 62708.5 is added to the Food and 
4 Agricultural Code, to read: 
5 62708.5. (a) A producer-handler, for purposes of this 
6 chapter, shall also include, as a separate and distinct 
7 category of producer-handlers, any producer and any 
8 handler who purchases or handles fluid milk or fluid 
9 cream produced by this producer if all of the ownership 

10 of the handler and all of the ownership of the producer 
II is owned by the same person or persons and their 
12 ownership in the producer or handler is at least 95 
13 percent identical for each person with their ownership in 
14 the handler or producer. This ownership shall not exceed 
15 10 individual persons or owners of equitable interest in a 
16 partnership, corporation, or other legally constituted 
17 business association. 
18 (b) The ownership required by this section may be 
19 through a partnership, corporation, or other legally 
20 constituted business association if the entities are owned 
21 by the same person or persons, and there is at least 95 
22 percent identity of ownership for each person with their 
23 ownership in the handler or producer. For purposes of 
24 this section, a "person" or "persons" includes the spouse, 
25 or other persons of lineal consanguinity of the first or 
26 second degree or collateral consanguinity to the fourth 
27 degree, and their spouses, and includes an adopted child 
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I the same as a natural child and kindred of the half blood 
2 equally with those of the whole blood of the owner and 
3 ownerships by persons so related shall be considered 
4 single ownership by one person. For purposes of this 
5 section, property pledged or hypothecated many 
6 manner to others shall be considered "owned" if 
7 equitable ownership with management and control. 
8 remain with the producer-handler. 
9 ( c) Ownership as provided in this section shall have 

I 0 existed at the time of the base period se lected by the 
II producer under Section 62707 and at all other times 
12 thereafter. 
13 (d) Any such producer-distributor may, until August 
14 6, 1969, do either ofthe following: 
15 (1) Join and operate wholly within the pool. 
16 (2) Have its entire original production base and pool 
17 quota determined during the base period it selected as a 
18 producer pursuant to Section 62707, established as a part 
19 of the pooling plan, and, nevertheless elect to operate 
20 entirely outside of the pool to the extent authorized by 
21 this section. 
22 (e) Any producer-handler who qualifies under this 
23 section and elects to operate outside the pool, to the 
24 extent of the authority granted, shall have the right to 
25 make deductions, as follows, from its own class I sales, 
26 excluding sales to a handler, whether in bulk or packaged, 
27 before being required to account to the pool: 
28 (1) If it has not sold production base and pool quota 
29 subsequent to Febmary 9, 1977, it may deduct its original 
30 quota, and quota purchased prior to March I, 1995, plus 
31 a daily deduction of 150 pounds of milk fat and 375 pounds 
32 of solids not fat. 
33 (2) If it has sold production base and pool quota 
34 subsequent to Febmary 9, 1977, it may only deduct its 
35 original pool quota, and quota purchased prior to March 
36 1,1995. 
37 (f) The deductions fj-om class sales authorized 
38 pursuant to thi s section may be made irrespective of the 
39 fact that the average class 1 usage in the pool for that 
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I month may be less than 100 percent of the pool quota in 
2 that pool. 
3 (g) Any production subject to this section from the 
4 producer-handler selecting this option shall not have the 
5 right to participate in the quota pool , irrespective of the 
6 fact that the producer-handler did not sell all of the quota 
7 as class I , and will participate in either the base pool or the 
8 overbase pool depending upon whether the total 
9 production base of the producer is sufficient to cover the 

10 milk delivered in excess of the class 1 usage exempted 
11 hereunder, othelwise the production in excess of the 
12 exempt producer-handIer's own class 1 sa les, as defined 
13 in this section, shall be accounted for as overbase milk. 
14 (h) The fact that a producer-handler qualifies as to one 
15 of its milk production operations under this section does 
16 not prevent it from operating on an entirely separate 
17 nonqualifying basis (and, therefore, subject to pooling) at 
18 other milk production facilities, and with other 
19 nonqualifying persons at these other milk production 
20 faci lities. A producer-handler can neither buy nor sell 
21 pool quota and transfer therewith the option granted 
22 under this section, but this shall not prevent him or her 
23 from purchasing or selling pool quota or production base 
24 as otherwise provided in this chapter. 
25 (i) If at any time ownership, as defined in thi s section, 
26 ceases, the producer-handler shall no longer be eligible 
27 for the options in this section, shall account to the pool as 
28 a separate handler, and shall be entitled to reentry into 
29 producer participation in the pool on the same basis as a 
30 producer-handler may under the last paragraph of 
31 Section 62708. 
32 SEC. 3. Seetien 62750 ef tile Feefl fmfl Agriel:lltural 
33 Cefle is flfflenelea te reael: 
34 62750. ~lel¥ .. itllstaHaing afl)' pfeYISlefi ef Chapter 3 
35 (eefllffiefleiflg witll Seetien 62700) in eenfliet with this 
36 seetiefl er afl)' peeliflg plafl fer IBfrrket IBilk is effeet 
37 llflelef that ellaptef, effeetiYe lafltla!)· I, 1994 , eaeh 
38 preatleer, iheltlaiflg predl:leer halldlers as defifled ifl 
39 Seetieft 62798.5, shall be paid tile ameallts e1etefffiifleel ill 
40 aeeerelallee ... ith this seetiell fer Iris er her peel fjtleta 
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production and for all production in excess of his or her 
2 pool quota. 
3 (a) For all mille fat, whether or not equal to his or her 
4 pool quota, an amount determined by dividing the value 
5 ef--all milk fat in the pool by the amo~lnt of mille fat 
6 produced. 
7 (b) Transportation allov/anees that are provided for in 
8 the pooling plan shall not he de8ueted from the quota 
9 mille of any region, hut shall be deducted from the total 

10 solids not fat pool revenue before aBY pnee IS 

II determined for quota and BOBEpota soli8s Bot fat. 
12 (c) RegioBal quota adjasters shall eOBtiBue to be 
13 subtraeted from the mmouneed 'luota price iB the 
14 establisHed areas as specified iB the pooling plan for 
15 market milk. However, the hUBdredweight priee 
16 specified shall be eonverted to a solids not fat e'luivalent 
17 value, ana tHe adjustmeBls for tHe effect of tHose regional 
18 'luota aEljusters shall be applie8 to the solias Bot fat 
19 reveBue. 
20 (a) The solias Bot fat priee for all mille produeea that 
21 is Bot entitled to receive a greater priee as provided for 
22 in paragrapHs (l) and (2) shall be aB amOtlBt aetermined 
23 by sividiBg tHe vahle of all solids not fat in tHe pool after 
24 adjustments for the effeet of trMsportation allowanee 
25 and regioBRl 'luota adjusters and the greater pflees 
26 pro"'ised for in paragraphs (I) ans (2) by the total 
27 amouBt of solias not fat produced. This shall be the 
28 aooouBced priee for Bonqtlota solias not fat. 
29 (I) The almounees solids not fat priee for 'luota solids 
30 not fat shall be nineteen aBd one Half eents ($0.195) per 
31 pound greater than the announced pricc for non'luota 
32 soliss not fat. In rcgions "'''Here there are regional 'luota 
33 asjuslers, the 'luota solids flOI fal pnce received by 
34 producers in each such regiefl shall be the annetlnced 
35 queta solids net fat price less My regional quota adjuster 
36 for that region as specified in the plan. 
37 (2) Predacer hanalcrs who eontinue to meet tire 
38 q~;alifyiBg rC'luiremcnts of Section 62708.5 shall reccive 
39 tHe solids not fat price fer 'ltlota effective if! their region 
40 as specifies in paragraph (I) pbs ar, additional eight at~d 
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1 eHe half eeflls ($0.085) en all seliss Hel fat Elualifies 
2 pfBSl>elieH. Any preEIMetien Ihal is eHtitlea Ie reeei ... e this 
3 priee shell nel be eligible Ie reeei"e eHY traHspertatieH 
4 aile .. anees . The preal>etiaH "IHalifiea fer Ihis priee shall 
5 be Ihal JlaltiaH ef the Jlreal>eer haHcHer's preal>etieH 
6 whieh, prief te Mareh I, 1995, Ihe preaHeer henaler 
7 eleelea te ha ... e aeaaetea frern its eVill elass I sales te the 
8 ellleHt al>therizea l>Haef Seeliefl 62708.5. The arnel>Ht ef 
9 aHY Ejl>ela se al>therizea shall be acij tistea l>pwara by any 

10 Hew "IHeta alleeatiens as pfeYiaes fer in SeetieH 62707.1. 
II An)· el>ffen! selias Het fal pfBsl>e!ieH tkel wel>ls 
12 etker",ise be "Il>alifiea fer this priee fer .. hieh the 
13 preal>eer haHaler sees net el>ffeHtiy have aH aae"ll>ate 
14 arnal>Ht ef his er her e ,ill elass I sales (aftef exell>siflg 
15 sales la aHethe!" haHaler, whether iH btllk er paekagea), 
16 shall aHly be eHtitiea Ie reeei\ e the a!l:!l:etlHeea 
17 selias net fat pfiee fef HeHqtleta selias flet fat en that 
18 preatielieH. 
19 SEC. 1. 8eetieH 62750.1 is easea Ie Ihe Feea efla 
20 Agriel>lltifal Ceae, Ie reas: 
21 62759.1. HelwithstaHeing SeetieH 62798.5, fie 
22 preal>eer haflaler Nile is qHalifies eHa eefllifll>es te 
23 "IHalify l>flaer Ihat seetietl Ie eperate el>tsiae the Ileel eHa 
24 eleets te ae se, ifl aeeeHflIiflg Ie the Ileel, is efltitlea te 
25 aeal>el frern ils eWH elass I sales, either its efigil'lel Ejl>eta 
26 er aHY "I1>81e sl>bseEjl>efltiy ptlrehasea ef aeEjl>ifea. 

o 
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Senate Bill No. lOS 

CHAPTER 174 

An act to repeal and add Section 62708.5 of the Food and 
Agricultural Code, relating to agriculture. 

(Approved by Governor July 22, 1995. Filed wjth 
Secretary of Stille 1uly 24, 1995.] 

LEGtSLATIVE COUNSEL'S DtGEST 

SB 105, Kelley. Milk : pooling plans. 
Under the existing milk pooling law, a producer-handler may 

deduct from its class 1 sales, before being required to account to the 
milk pooling plan, its original quota, and any quota subsequently 
purchased plus a daily deduction of 150 pounds of milk fat and 375 
pounds of solids not fat without regard to whether it has sold 
production base and pool quota. 

This bill would permit a producer-handler to deduct from its class 
1 sales, before being required to account to the plan, its original 
quota, and quota purchased prior to March I, 1995, plus a daily 
deduction of 150 pounds of milk fat and 375 pounds of solids not fat 
if it bas oot sold production base and pool quota subsequent to 
February 9, 1977; or if it has sold production base and pool quota 
subsequent to February 9, 1977, to deduct its original pool quota, and 
quota purchased prior to March 1, 1995 . 

The people of the State of California do e/lact as follows: 

SECTION I. Section 62708.5 of the Food and Agricultural Code 
is repealed. 

SEC. 2. Section 62708.5 is added to the Food and Agricultural 
Code, to read: 

62708.5. CaJ A producer-handler, for purposes of this chapter, 
shall also include, as a separate and distinct category of 
producer-handlers, any producer and any handler who purchases or 
handles fluid milk or fluid cream produced by this producer if all of 
the ownership of the hand ler and all of the ownership of the producer 
is owned by the same person or persons and their ownership ill the 
producer or handler is at least 95 percent identical for each person 
with their ownership in the handler or producer. This ownership 
shall not exceed 10 individual persons or owners of equitable interest 
in a partnership, corporation, or other legally constituted business 
associa tion. 

(b) The ownership required by this section may be through a 
partnership, corporation, or other lega lly constituted business 
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aSSOCiation if (he entities are owned by the same person or persons, 
and there is at least 95 percent identity of ownership for each person 
with their ownership in the handler or producer. For purposes of this 
section, a "person" or "persons" includes the spouse, or other persons 
of lineal consanguinity of the first or second degree or collateral 
consanguinity to the fourth degree, and their spouses, and includes 
an adopted child the same as a natural child and kindred of the half 
blood equally with those of the whole blood of the owner and 
ownerships by persons so related shall be considered single 
ownership by one person. For purposes of this section, property 
pledged or hypothecated in any manner to others shall be considered 
"owned" if equitable ownership with management and control 
remain with the producer-handler. 

(c) Ownership as provided in this section shaU have existed at the 
time of the base period selected by the producer under Section 62707 
and at all other times thereafter. 

(d) Any such producer-distributor may, until August 6, 1969, do 
either of the following: 

( I) Join and operate wholly within the pool. 
(2) Have its entire original production base and pool quota 

detennined during the base period it selected as a producer pursuant 
to Section 62707, established as a part of the pooling plan, and, 
nevertheless elect to operate entirely outside of the pool to the extent 
authorized by this sectioD. 

(e) Any producer-handler who qualifies under this section and 
elects to operate outside the pool, to the extent of the authority 
granted, shall have the right to make deductions, as follows, from its 
own class 1 sales, excluding sales to a handler, whether in bulk or 
packaged, before being required to account to the pool: 

(1 ) If it has not sold production base and pool quota subsequent 
to February 9, 1977, it may deduct its original quota, and quota 
purchased prior to March I, 1995, plus a daily deduction of 150 pounds 
of mi lk fat and 375 pounds of solids not fat. 

(2) If it has sold production base and pool quota subscqucnt to 
February 9, 1977, it may only deduct its original pool quota, and quota 
purchased priorlo March I, 1995. 

(f) The deductions from class I sales authorized pursuant to this 
section may be made irrespective of the fac t that the average class 
1 usage in the pool for that month may be less than 100 percent of the 
pool quota in that pool. 

(g) Any production subject to this section from the 
producer-handler se lecting this opt ion shall not have the right to 
participate in the quota pool, irrespective of the fact that the 
producer-handler did not sell all of the quota as class I , and will 
participate in either the base pool or the overbase poo l depending 
upon whether the total production base of the producer is sufficient 
to cover the milk delivered in excess of the class 1 usage exempted 
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hereunder, otherwise the production in excess of the exempt 
producer-handier 's own class 1 sales, as defined in this section, shall 
be accounted for as overbase milk. 

(h) The fact that a producer-handler qualifies as to onc of its mi lk 
production operations under this section does not prevent it from 
operating on an entirely separate nonqualifying basis (and. 
therefore, subject to pooling) at other milk production facil ities, and 
with other nonqualifying persons at these other milk production 
facilities. A producer-handler can neither buy nor sell pool quota and 
transfer therewith the opt ion granted under this section, but th is shall 
not prevent him or her from purchasing or selling pool quota or 
production base as otherwise provided in this chapter. 

0) If at any time ownership, as defined in this sec tion, ceases, the 
producer-handler shall no longer be eligible for the options in th is 
section, shall account to [he pool as a separate handler, and shall be 
entitled to reentry into producer participation m the pool on the 
same basis as a producer-handler may under the last paragraph of 
Section 62708. 

o 
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e 
MILK PRODUCERS COUNCIL 

1.15-15 Ftldirl //lTIiI/(' - Ontorio, (,-1 ()I/{)/ - (I)()t}) ()_:.'i-oOIS - LIX (f)(jI)} 591-7128 

M"rch 20, 1995 

SCI1Cltor Jim Cosla, Chtlirlll<l.n 
Sel1ille Ag. "nd Willer Commillec 
Stale Capital, SaCHlTllcnto 

RE: SI3 105 (Kelly) relolive 10 1\Ii11< Pooling plilns!procftJeer-h,lI1cflers 

Dear SCl18tor Cost<l, 

Milk Producers Council is opposed (0 SB 105 ill ils eUflelll form. 

In the existing Milk Pooling I';J\\' , a producer-handler m:,), deduci frolll ils class I s"lcs ils 
original quota, and quoin purchased ~il1cc the Cll;lctmcnt of sn (lHH alld AB ] 285 which were 
ch"plered in 1993 - 1994 respecl ilT I y. 

S13 lOS (Kelly), unless amended, is an open in\'il:ilioll 10 Ieg,,1 "clion by Ihe producer-lwmJlers 
if it becomes I"w in ils eurrenl form. This could e""se JlJajor d"n1<'ge "ml possible losses of pool 
quota held by producers sl"le \Vide if Ihe leg:" (":"!engc is 10 he successful. 

Milk Produccrs Coullcil slands rC'I"Y 10 work wilh lhc :nllhor of S13 lOS, SCI1"lor Dove Kelly, 
yourself and others 10 seck a solution which would be ':lcccpl;lblc to Ihe C;l!i[ornh (hiry 
producer induslry. 

Please don't IlCSi!;llc In cdl jf ),Oll have :111)' qllc~li(111S. 

Respeclfully yours, 

[lob fecnsl ra 

Execulil'e Director 



MILK PRODUCERS COUNCIL 
135-15 Euclid Avenue - Onlario, CA 91761 - (909) 628-6018 - F/LJ{ (909) 591-7328 

April 17, 1995 

Milk Producers Council is opposed to SB 105 in its current legislative form. 

Background Paper on SB 105 

SB 105 totally removes the exempt status of the Producer Handlers own Quota production which 
was covered by their own class 1 sales. 

The exempt status of the Producer Handler quota production was granted in the original pooling 
act for all existing sales that a P H had at that time. 

In all federal milk marketing orders, a Producer Handler may exempt all his own milk production 
covered by his own class I milk sales without limit and without the need to purchase existing 
quota as is required in the California system. In the federal system, a P H may not purchase milk 
from the producer pool to cover his class one sales but must produce all of his Own requirements. 

This exempt status of the P H quota is not transferable. Therefore the total pounds of exempt 
quota held by all PH's in 1994 was half of the total exempt quota held by all PH's in the 
beginning year of pooling - 1969. 

The exempt status was expanded to cover quota purchased up to 1978 by the passage of the 
equalization bill which allocated blue sky quota to many producers. 

SB 688, which was signed into law in 1993, gave exempt status to all future quota purchased by 
any P H. 

This action - SB 688 - was part of legislation sponsored by the proponents of SB 105 and 
was agreed to by all the active participants. 

SB 105 not only limits recognition of P H quota to that quota purchased prior to March 1 of 
1995, it also removes the entire exempt status of all the P H quota held even prior to 1978 and 
even 1969. In return it allocates a fixed amount of additional cents per pound to P H quota over 
that allocated to all producer quota. 

SB 105 totally ignores the legislative action of past legislative bodies even as late as 1993. SB 
105 ignores the historical status of the P H production covered by his own sales in all federal 
milk marketing orders. This bill ignores the Producer Handler's cost of marketing, cost of 
processing or the type of customer he serves. 

MPC agrees the exempt status should be limited to quota purchased prior to January 1, 1996. We 
propose that SB 105 be amended back to the language of SB 105 as amended on February 27, 
1995 with an additional change by amending the phrase "March 1,1995" where ever it appears 
to "January 1, 1996". This gives a warning time to end the unlimited time granted by SB 688 
for allowing future quota purchases to become exempt quota but still maintains the historical 
exempt status for the P H quota acquired up to that time. 
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6~ 
Joe A. Gonsalves 
Anthony D. Gonsalves 
PROFESSIONAL LEGISLATIVE REPRESENTATION 

EXECUTNE BLDG . • SUITE 250 • 925l ST .• SACRAMENTO, CA 95614·3704 • 916 • 441·0597 

~,ii~ ..... 

TO: Members of the Senate Agriculture and Water Resources 
Committee 

FROM: Joe and Anthony Gonsalves 

HE: SB 105 (Kelley) - OPPOSE 

CLIENT: California Producer- Handler Association 

• When the pooling bill was enacted in 1969 , there were 86 
producer-handlers in the state of California (now only six) 
who held daily pounds of quota fat. Th e t o t a l amount of daily 
pounds of quota fat exempt from the pool was 40 , 449 . 

The reason that they were exempt from reporting to the pool 
was because the producer- handler owned t h e cows, owned the 
processing plant , and had Class I sales fo r that quota milk. 

• The original pooling act stated, however, that in the future 
any class I sales producer-handlers were able to acquire must 
have quota for those Class I sales , and instead of receiving 
the Class I price for that milk , the producer-handlers would 
have to share those new Class I sales" with the pool. That 
meant that although they sold the milk "for Class I, which is 
drinking milk, they would receive a quot a b lend price for that 
milk. 

What the pooling act did for producer-handl ers was to say that 
you get what you have earned in the past, but in the future 
whatever you are able to develop, you will have to share with 
all the other dairymen in the State of Ca l ifornia. 

• In 1977, Assemblyman Barry Keene carried a bill , and in that 
legislation, the requirement that producer-handlers had to 
share in their Class I sales with the pool was removed and 
producer-handlers were allowed t o purchase quota and receive 
Class I sales for their quota until January 1, 1978 . 

~ Then again in 1993, under SB 688 by Senator McCorquodale and 
in 1994, AB 1285 by Assemblyman Cannella, the requirement that 
anytime after January 1, 1978, that producer- handlers would 
have to share their Class I sales with the pool was removed. 



The amendment to the Mccorquodale bill ~las offered in a 
subcommittee of Appropriations and was accepted by producer 
representatives, and again during the passage of AB 1285 by 
Assemblyman Cannella in 1994, the legislation reiterated the 
desire of the Legislature that the producer-handler not be 
required to share their market . ~lith the pool by the passage 
of that bill. 

a Subsequent to the adoption of the producer-handler amendment 
in 1993 to the McCorquodale bill, the proponents of SB 105 
were involved in all of the committee hearings following that 
amendment 's adoption, and in 1994, during the passage of the 
cannella bill, and never once before any committee of the 
Legislature obj ected to the·' producer-handler amendment . 

• The only thing that the producer-handlers are asking of the 
California Legislature is that they are allOl"ed to continue 
to develop Class I sales for their quota milk , and that they 
continue to receive the monies that those Class I sales bring, 
and not have to share them with the pool. 

The reason that producer quota-holders receive less for quota 
milk than the producer-handlers do for Class I is because they 
have to take a blend of Class I, II, and III. 

The reason for rece iving a quota-blend price is because 
producers do not have enough Class I sales for the quota that 
they hold. They hold too much quota, and as a result of that, 
the milk that they cannot sell for Class I must be sold for 
Class II and III, Which means that they are for sales of 
butter, powder, and cheese . 

The thing to remember here is that producers do receive Class 
I price for their Class I sales . In 1994, producers received 
854,644,353.60 for their Class I sales. 

U This is not a producer-handler/producer fight, this is a move 
by the cooperatives and the vertically integrated markets who 
have to go out and compete with the producer-handlers for 
Class I sales, and what the co-ops have done is to enlist the 
support of the producers on the basis that it is an unfair 
advantage. 

D There is no unfair advantage whatsoever, because the State of 
California does not regulate the retail price for milk, so in 
the retail market place there is competition for Class I 
sales. The co-ops would like to eliminate the producer­
handlers that would reduce the competition and allow them to 
sell milk at a higher price at an increase cost to the 
consumer. 

We would respectfully request your NO vote on SB 105. 
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TO: 

FROM: 

RE: 

· 'I E .. -\ . 
Joe A. onsalves . 
Anthony D. Gonsalves 
PROFESSIONAL LEGISLATIVE AEPRESENTATION 

EXECUTIVE BLDG . • SUITE 250 • 925 l ST . • SACRAMENTO, CA 95814·3704 • 916 • 441 ·0597 

Members of the Senate 

Joe and Anthony Gonsalves 

SB 105 (Kelley) 

POSITION: OPPOSED 

CLIENT: California Producer-Handler Association 

We are opposed to SB 105 because the thrust of this bill is to 
amend a section of SB 688 (McCorquodale) of 1993 and AB 1285 
(Cannella) of 1994. 

Current law, which was changed in 1993 and 1994 in those two bills, 
allows producer-handlers to buy quota and receive Class I sales for 
that quota. 

There are only six (6) producer-handlers in the state of 
california, and based on the law that was changed in 1993 by 
Senator McCorquodale, they invested over $8 Million in the purchase 
of quota so they could get the benefit of their Class I sales. 
This bill repea ls the action taken in 1993 and makes changes in 
what they are to receive for their quota purchases. 

It is very unfair to pass legislation that would nullify what was 
signed by the Governor in 1993 and reiterated in 1994, and allow 
producer-handlers to make purchases based on that legislation. 
Then in 1995 to come back and reduce the amount of income they will 
receive by 679 on every hundred pounds of milk they sell, then turn 
a round and give the 679 to producers who have nothing to do with 
the production and sale of that milk. It is blatently unfair! 

The producer-handlers are asking the California Legislature to be 
allowed to continue to develop Class I sales for their quota milk, 
continue to receive the monies those Class I sales bring and not 
have to share them with the pool. 

We ask the Members of the Senate to reject this bill. Then we will 
meet with Senator Ke lley and the proponents of this bill to suggest 
an amendment which will be fair to everyone concerned and not 
violate the integrity of the legislation that allowed producer­
handlers to spend over $8 Million in purchasing quota in 1 99 4. 

We r espectfully ask f or your NO vote. 



· II Milk Pooling requires the State to be the middle-man between the dairy farm and 
the plants. 

iii Producer-Distributors do not need the State to be the middle-man - they own farm 
and plant. 

I! The State sets the price of wholesale milk that the dairy farm receives. 

III Class I milk receives the highest price because it is drinking milk. 

I! Classes II, III, and IV receive a lower price, depending on usage, because these 
classes are manufactured milk (i.e.: butter, powder, and cheese). 

EXAMPLE I - CURRENT LAW 
Producer-Distributors Owning Farm and Plant 

Producer-Distributor Quota Only Class I 

P.D. Plant Pays P.D. Farm Receives 

Class I - $13.64 
." 

$13.64 

State .. 

EXAMPLE n - CURRENT LAW 
Producers with Quota 

Independent Plant Pays Independent Fann Receives 

Class I - $13.64 
Class II - $10.86 

Class III - $10.58 
Class IV A - $10.01 
Class IV B - $l1.oI 

State 
Blends 

No Deduction 

EXAMPLE III - PROPOSAL UNDER SB 105 
Producer-Distributors Owning Farm and Plant 

Producer-Distributor Quota Only Class I 

$12.22 

P.D. Plant Pays P.D. Farm Receives 

Class I - $13.64 $U.97 

State ~ 
Deducts ~v 
-$0.67 

Wby should the State take this money from the Producer-Distributors to enhance the 
other pool? 
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VOTES - ROLL CALL 
MEASURE: SB 105 
AUTHOR: Kelley 
TOPIC: Milk: pooling plans. 
DATE: 05/11/95 
LOCATION: SEN. FLOOR 
~10TION: SENATE THIRD READING 58 105 KELLEY 

(AYES 33. NOES 1.) (PASS) 

AYES 
**** 

Ayala Beverly Boatwright Calderon 
Costa Craven Dills Greene 
Haynes Hughes Hurtt Johannessen 
Johnston Kelley Killea Kopp 
Leonard Leslie Lockyer Maddy 
Monteith Mountjoy O'Connell 
Petris Polanco Rogers Rosenthal 
Russell Solis Thompson Watson 
Wright 

NOES 
**** 

Hayden 

ABSENT, ABSTAINING, OR NOT VOTING 
********************************* 

Alquist Campbell 
Marks Mello 

Johnson Lewis 

Peace 
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VOTES - ROLL CALL 
MEASURE : SB 105 
AUTHOR : 
TOPIC : 
DATE : 

Kelley 
Mil k : pooling plans . 
05/01/95 

LOCATION : SEN . FLOOR 
MOTION : SENATE THIRD READING SB 105 KELLEY AMEND - KELLEY 

(AYES 10 . NOES 20 . ) (FAIL) 

AYES 
**** 

Alquist Beverly Costa Craven 
Johannessen Johnston Kelley Monteith 
Thompson Wright 

NOES 
**** 

Ayala Boatwright 
Greene Hayden Haynes 
Kopp Leonard Maddy 
Mello Mountjoy 
Polanco Rosenthal 

Campbell 
Hughes 
Marks 
O' Connell 
Solis Watson 

Dills 

Peace 

ABSENT , ABSTAINING , OR NOT VOTING 
********************************* 

Calderon Hurtt Killea Leslie 
Lewis Lockyer Petris Rogers 
Russell Vacancy 
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PRODUCER - DISTRIBUTOR EXEMPTION 

When the Milk Pooling Plan was adopted in 1969, the Type 70 
Producer-Distributors (PD's) had legislative language that gave 
them the option to deduct their quota allocated at the time of 
adoption of the plan from their Class I sales when accounting to 
the Pool . In 1978, the Type 70 PD exemption was expanded to cover 
all Quota purchased prior to 1978. 

In 1978, the PD's only represented 3.96% of the total Class I sales 
in California. To date they even represent less, 3.E4%. How much 
of an impact can· they have wi th this small percentage? 

The California Quota system is unique. Producers are allowed to 
purchase Quota to guarantee them a $1.70 cwt more fer their milk. 
What this gives them is a bigger percentage of Class I sales 
allocated to the Quota prices and blending the remaining sales of 
c1 ass II, II I, IVa and IVb among Quota and Overbase producers. 
Cal ifornia used to be a Cl ass I state. Now it is more of a 
manufacturing state which has caused the dairymens' prices to go 
down. 

A way of getting more for their milk, even a minimal amount, is to 
get credit for the Producer-Distributors' sales of Class I. 

This raises a good question. Why should the PD's have to share 
their hard work in Class I sales? They don't sell for Class II, 
I I I, IVa and IVb products. Why should they have to take a bl ended 
price? 

TOTAL P.02 


