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Dairy Industry

Dairy Licensing Fees and Penalties
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Authority: N.J.S. 4. 4:1-11.1 through 4:1-11.3.

Calendar Reference: See Summary below for explanation of exception to calendar requirement.

Proposal Number: PRN 2008-280.
Submit comments by October 17, 2008 to:
Alfred W. Murray, Director
Division of Marketing and Development
New Jersey Department of Agriculture
PO Box 330
Trenton, NJ 08625-0330

The agency proposal follows:

Summary

Pursuant to N.J.S.4. 52:14B-5.1, the rules in this chapter are scheduled to expire on July 21, 2008. In accordance
with N.J.S.A. 52:14B-5.1c, the submission of this notice of proposal to the Office of Administrative Law extends that
expiration date by 180 days to January 17, 2009. The Department of Agriculture has reviewed these rules and proposes
to readopt these rules as they have been found to be necessary, reasonable and proper to assure an adequate funding
level for administration of the Dairy Program.

Subchapter 1 consists of two sections, which set the annual license fees for certain milk dealers and for remaining
milk dealers, milk processors and stores. N.J.A.C. 2:56-1.1 sets the annual license fee for those milk dealers who buy
milk or cream from New Jersey producers for shipment, sale, resale or manufacture. This annual fee is $ 50.00.
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N.J.A.C. 2:56-1.2 sets the license fee for those milk dealers who sell or distribute milk (including on behalf of milk
producers) or who purchase milk from producers or other milk dealers and sell or distribute that milk to consumers and
stores. These annual fees are as follows: for these milk dealers, the fee is $.02 per hundredweight of milk sold for con-
sumption within the State, excluding dealer to dealer sales, with a minimum of $ 1,300 for milk dealers processing milk
for sale to other dealers and a minimum of $ 60.00 for a milk dealer selling to stores and consumers; and a fee of $
300.00 for a milk dealer handling milk in New Jersey, but selling only in another state or engaged only in manufactur-
ing. In addition this section sets the fees for stores at $ 25.00 for stores selling 500 quart equivalents or less per week; $
50.00 for stores selling 501 to 1,500 quart equivalents per week; $ 75.00 for stores selling 1,501 to 3,000 quart equiva-
lents per week; and $ 100.00 for stores selling more than 3,001 quart equivalents per week.

Subchapter 2 sets forth the penalties for violations that can be assessed against milk processors, milk dealers and re-
tail stores. N.J.A.C. 2:56-2.1 sets the penalties for dealers who are unlicensed and who buy milk or cream from New
Jersey producers for shipment, sale, resale or manufacture. These penalties are $ 50.00 for the first offense and $ 100.00
for the second and each subsequent offense.

N.J.A.C. 2:56-2.2 sets the penalties for any violation of the provisions of N.J.S.4. 4:12A4-1 et seq. or the orders,
rules and regulation of the Director. These penalties are not more than $ 100.00 for the first offense and not more than $
400.00 for the second and for each subsequent offense.

As the Department has provided a 60-day comment period on this notice of proposal, this notice is excepted from
the rulemaking calendar requirement pursuant to N.J.A.C. 1:30-3.3(a)5.

Social Impact

The rules proposed for readoption will continue to ensure an adequate funding level to assure that the dairy industry
and consumers will continue to receive the benefit of an effective milk control regulation and ensure a stable, competi-
tive milk marketing system. Failure to readopt these rules will result in the Department's inability to administer fair and
effective service and regulatory programs that benefit New Jersey dairy farmers, milk dealers, processors, retail stores,
schools and consumers.

Economic Impact

These rules proposed for readoption provide adequate funding for the continuation of the many dairy programs that
protect New Jersey dairy farmers, milk dealers, processors, retail stores and consumers from potential economic harm
and foster agricultural economic growth and profitability. Milk is a highly perishable and bulky commodity that must be
harvested at least twice daily to maintain its wholesome qualities and marketability.

Approximately 104 New Jersey dairy farmers with average investments exceeding $ 600,000 per farm receive di-
rect benefits from these dairy programs. These benefits occur by insuring fair payments for the farmers and stable buy-
ers for their product, maintenance of the marketing and production infrastructure conducive to the maintenance of effi-
cient farming operations, maintenance of the Federal and State marketing orders with respect to the guarantees of pay-
ment from milk handlers, by defining marketing areas that correspond with the Federal Milk Order No. 1 (Northeast
Marketing Area). Revenues of approximately $ 44 million, generated by New Jersey dairy farmers each year, are impor-
tant contributions to the State economy, particularly for rural communities.

At the dairy program's base is the licensing of milk dealers and stores selling milk to New Jersey milk dealers, con-
sumers, schools and retail stores. Licensing milk dealers and stores is part of the regulatory regime whose rules govern
licensed dealers and stores and assist in provision of a stable source of milk with a minimum of predatory, disruptive
activities.

These fees fund the dairy program at an adequate level to cover costs. The proposed readoption of these fees will
not present a hardship for any of the regulated entities, dairy farmers, consumers or schools.

The rules proposed for readoption benefit the State of New Jersey by maintaining fees that enable the Dairy pro-
gram to continue to operate as self sustaining program.
Federal Standards Statement

This chapter, which is solely related to State-regulated fees and penalties, is not subject to any Federal requirements
or standards. Therefore, a Federal standards analysis is not required.
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Jobs Impact

An evaluation of the rules proposed for readoption at N.J.A.C. 2:56 shows that there would be no gain or loss of
New Jersey jobs.

Agriculture Industry Impact

The rules proposed for readoption are not expected to result in any impact to New Jersey's Agriculture Industry
other than those set forth in the Social and Economic Impact statements above.

Regulatory Flexibility Analysis

The rules proposed for readoption apply to approximately 300 milk dealers and processors of whom approximately
90 percent are small businesses as defined by the New Jersey Regulatory Flexibility Act, N.J.S.A. 52:14B-16 et seq.,
and approximately 9,500 retail stores of which approximately 85 percent are small businesses. However, the Depart-
ment of Agriculture has determined that these rules proposed for readoption do not impose unduly burdensome re-
cording, recordkeeping or compliance requirements on either large or small businesses. See the Summary and Economic
Impact above. There is no professional assistance required nor initial capital outlays to any business by the rules pro-
posed for readoption. The fee structure reflects differing standards for small business, in that the fees are assessed based
on volume of product sold.

The rules proposed for readoption are essential to enable the continuation of a program that protects the interest of
the dairy farmers (small businesses), as well as milk dealers, retail stores and consumers.
Smart Growth Impact

The Department does not anticipate that the rules proposed for readoption will have any impact on the achievement

of smart growth or the implementation of the State Development and Redevelopment Plan.

Full text of the rules proposed for readoption may be found in the New Jersey Administrative Code at N.J.A.C. 2:56.
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